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Do  Not  Take 

From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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FASTER.  SLEEKER.  MEAnER. 


"300-hp  V8  available  on  the  GS400  model.  **VSC  effectiveness  varies  with  vehicle  speed,  roaJconditionsi 
Lexus,  A  Division  of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seatbelts,  sAure  childrj 
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118  The  legacy 

"Bill  Clinton 
may  go  down 
in  history  books 
as  the  reluctant 
custodian 
of  the  Reagan 
Revolution. 


THE  COVER 

118  It's  Reagan,  stupid 

Bill  Clinton  watched  and 
learned  from  the  Great 
Communicator  and  got 
*  rtelected.  Republicans, 
take  note. 
By  Dinesh  D'Souza 

MANAGEMENT, 

STRATEGIES, 

TRENDS 

42  IHple  jeopardy 

King  World  longs  to  be  more 
than  three  syndicated  shows. 

By  Seth  Lubove 

45  Bearing  down 

Is  the  SEC  digging  deeper 
into  Bear  Stearns'  dealings.^ 
By  Gretchen  Morgenson 

46  What's  a  Gorbis? 

Bill  Gates'  digital  photo 
venture  isn't  looking  pretty. 

By  Rita  Koselka 

47  Days  of  wine  and  IPOs 

Beringer,  debt  and  all, 
expects  a  thirsty 
public  market. 

By  Tim  W.  Ferguson 

54  Binge  and  purge 

The  NationsBank  buying 
spree  sets  locals  fleeing. 

By  Gretchen  Morgenson 

68  Resurrection 

After  asbestos,  life  at  Johns 
Manville  ain't  too  bad  at  all. 

By  William  Green 

81  Deadbeat  dialers 

Late  phone  bills?  Hey,  no 
problem  for  these  providers. 

By  Christopher  Palmeri 

86  Getting  Fry-ed 

Fry's  Electronics  peddles 
computers  with  Las  Vegas 
flair  and  police-state  charm. 

By  Ann  Marsh  and  Scott  Woolley 


92  Microcap  or  microcrap? 

With  small  stocks  on  the 
move,  beware  the  phonies. 

By  Matthew  Schifrin 

356  Bargain  broadcaster 

Izzy  Asper  goes  lowbrow 
for  some  highbrow  payoffs. 

By  Jose  Aguayo 

360  Faux  Bufiett 

Is  Fairfax  Financial  a 
Berkshire  Hathaway  cIone.> 
No  way. 
By  Bruce  Upbin 

INTERNATIONAL 

325  Bargains,  Japan  style 

Ben  Graham  would  love 
Tokyo's  o-t-c  stocks. 

By  Neil  Weinberg 
and  Kazumi  Miyazawa 

328  Photo  finisher 

Yasuhiro  Oshima  surprises 
his  father  and  Japan  Inc. 

By  Neil  Weinberg 

332  Beirut  bucks 

Along  streets  of  reconstruc- 
tion, a  stock  market  rises. 

By  Kerry  A.  Dolan 

338  Freezer  king 

Jorge  Jacob  makes  a  kilhng 
selling  appliances  in  Brazil. 

By  Kerry  A.  Dolan 

340  Global  lawyers 

Arthur  Andersen  finds  its 
niche  in  the  legal  world. 
By  Howard  Banks 

CHARTICLE 

52  1+1  =  billions 

Lots  of  dollars  for  schools 
and  little  to  show  for  it. 

By  Peter  Brirnelow 

LAW  &  ISSUES 

44  The  1987  media  crash 

Black  Monday  sent  pundits 
into  a  tizzy.  It  was  all  hot  air. 

By  James  W.  Michaels 


346  Hot  air 

have  been  completely  persuaded 
that  global  warming  is  for  real." 
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When  you're  handling  large-scale  transactions  online,  downtime  just  isn't  an  option.  Fortunately,  there's  the  IBM  RS/6000  SR"' 
Leading  travel  and  transportation,  financial,  telecommunications  and  health  care  companies  are  finding  that  the  RS/6000  SP  gives  their 
transaction  processing  a  substantial  boost.  Its  exceptional  availability  and  scalability  keep  things  running  smoothly.  And  with  Its  award- 
winning  UNIX'  operating  system,  AIX;  the  RS/6000 "  works  with  the  systems  you  have  in  place.  How  can  an  RS/6000  solution  help  your 
business  support  more  sales?  Check  out  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-7777  ext.  FA061. 


IBM,  RS/6000  SP,  AIX,  RS/6000  aticl  Solulions  lot  a  small  planet  are  Iradematks  ol  IBM  Corp,  in  Ihe  U.S.  and/or  other  countries  UNIX  is 
a  registered  trademark  in  Ihe  US  and  other  countries,  licensed  exclusively  through  X/Open  Cortipany  Limited.  ©1997  IBM  Corp, 


Solutions  for  a  small  planet"    =  ===  =■::;• 
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THE  PROBLEM  WITH  INVESTING  IN  BOOMING  FOREIGN  MARKETS  IS  THAT  THINGS  GJ 


For  companies  eager  to  invest  in  newly  developing  overseas  markets,  the  reality  is  that  political  risk  insurance  h 
become  a  necessity.  AIG  Global  Trade  &  Political  Risk  Insurance  Company,  a  member  company  of  American  Internatiori 
Group,  Inc.,  is  the  only  company  with  the  global  presence  and  knowledge  of  local  conditions  to  protect  you  around  the  worl 

Other  insurance  companies  may  offer  capacity.  Only  AIG  Global  underwrites  longer-term  political  risk  coverages  ij 
to  $120  million  capacity  per  project,  guaranteed  for  ten  years  and  backed  by  top  financial  ratings  and  the  strongest  balani 
sheet  in  the  business.  We  also  offer  trade  credit  insurance  with  limits  of  up  to  $50  million.  With  operations  in  approximate' 
130  countries  and  jurisdictions  worldwide,  AIG  has  the  expertise,  perspective  and  long  term  relationships  necessary 


ET  LOST  IN  TRANSLATION.  LIKE  YOUR  CONTRACT,  YOUR  PROFITS  OR  YOUR  BUSINESS. 


•esolve  international  problems  whenever  they  arise.  When  you're  an  AIG  client,  you're  not  just  buving  insurance.  You  re 

jetting  a  business  partner.  AIG  Global  customers  also  benefit  From  the  experience  of  a  board  of  directors  that  include  ■ 

ormer  U.S.  Secretary  of  State  Henry  A.  Kissinger,  former  U.S.  Trade  Representative  Carla  A.  Hills,  former 

freasury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen.  former  World  Bank  President  Barber  Conable.  Jr., 

md  former  Prime  Minister  of  Pakistan  Moeen  Oureshi.  AIG  has  been  the  leader  in  political  risk  coAcrage 

or  more  than  twenty  years.  So  while  different  cultures  and  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

anguages  may  seem  daunting,   the  risks  won't  be.  AmencanlntenytmnalGrou?  li.c,Dent.A,70PineStreet,Ne«  V;,k.NYlC:70  wv;.,M.com 


AIG 
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A  Taiwanese   manufacturer, 
the  world's  largest  dedicated     - 
integrated  circuit  foundry,  Hnp 
required  $350  million  for  the  i|Q{f 
first  phase  of  its  10-year,  ^ff^ 

Jil5  billion  facility  expansion  flfll 
0  accommodate  growth.  Willi? 
BofA  helped  provide  access  ^^: 
to  global  investors  needed  to 
market  a  complex,  credit- 
enhanced  convertible  bond  ?p5>'' 
instrument;  and  as  co-  >' 
manager  with  Robertson 
Stephens  &  Co.,  BofA  under- 
wrote a  portion  of  the  bond 
as  well.  The  result:  the  first 
successfully  completed  syn- 
dication of  a  credit-enhanced 
facility  in  Taiwan. 


I 


Bank  of  America 


www.bankamerica.com 


leadershi 


A  British-Italian  consortium  sought  t 
finance  the  design,  construction  an: 
operation  of  a  light-rail  system  i  i 
Manchester,  England -one  of  the  mo^ 
successful  of  its  type.   Bank  of  America], 
leadership  in  infrastructure  project  fir 
ance  and  its  ability  to  structure  th  | 
financing  and  price  the  deal  were  instrt  \ 
mental    in   winning  the    mandate.    Bofi 
arranged,  acted  as  agent  and  underwrot; 
all  of  the  $100  million,  13-year  senic^ 
debt  facility  and  structured  a  tailore , 
hedge  to  mitigate  the  project's  varying  ris  j 
profile  during  construction  and  operation.      I 


power    ■_. 

m  motion 


^^imi^ 


tBSXxmcxok 

The  largest  transporter  and 
processor  of  natural  gas  in 
Argentina  desired  a  source  of 
medium-term  funds  to  support  its 
ongoing  capital  expenditures  pro- 
gram. Bank  of  America's  local 
corporate  finance  specialists  and 
global  syndications  experts  togeth- 
er developed  an  aggressive  pro- 
posal to  help  the  company  realize 
tax  advantages  and  access  a  new 
source  of  funds.  Leveraging  its 
U.S.  commercial  paper  leadership 
in  the  Latin  American  market, 
BofA  syndicated  a  $150  million 
CP  program,  incorporating  an  un- 
precedented three-year  term,  and 
completing  the  first  successful 
such  program  for  a  major 
Argentinean  corporation. 


A  leading  U.S.  food  service 
operation  needed  $1.1  blHfon  to 
make  a  major  acquisition.  U^^ 
daunted  by  tight  time  con-' 
straints,  BofA  proposed  a 
unique,  comprehensive  financ- 
ing solution  that  included  secu- 
ritizing  assets  of  the  combined 
entities  as  part  of  the  original 
financing  package.  BofA  worked 
around  the  clock,  and  the  client 
completed  the  transaction  to 
become  the  nation's  largest 
food  system  distributor  to  chain 
restaurants. 


...in  motion.. 
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This  ONE  features  all  that  and  more. 
Introducing  World  MasterCard. 

Before,  it  took  a  wallet  full  of  cards.   Now  it  only  takes  one.  With  new  World  MasterCard  you  can  charge  at  no  pre-set  spending  limit 
and  pay  over  time*  for  Total  Financial  Flexibility.  You  can  also  earn  free  tickets  on  Any  Airline/No  Blackouts.** 

You'll  also  enjoy  Unsurpassed  Acceptance  Worldwide.  A  Personal  Concierge  Service  that  takes  care  of  virtually  any 
request,  24  hours  a  day.  A  Personal  Shopping  Service  that  can  locate  even  hard  to  find  items  anywhere  in  the  world.   Plus, 
Purchase  Protection,  high  levels  of  Insurance  Coverage,  leading-edge  Privacy  and  Security,  and  much,  much  more. 

World  MasterCard  combines  all  these  features  and  benefits.   Shouldn't  World  MasterCard  be  the  one  card  you  carry? 


"Aulhorization  of  individual  transactions  by  card  issuers  depends  on  a  variety  of 
(actors  including  account  tiislory.  spending  patterns  and  payment  experiences. 
The  amount  ol  the  outstanding  balance  you  can  carry  and  pay  over  time  is 
determined  by  your  issuing  bank. 

"Airline  tickets  subject  to  availability,  certain  restrictions  apply. 
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Before  you  invest, 
measure  our  success. 


When  choosing  investments  to  fund  a  company's 
retirement  plan,  brand  names  don't  always  measure  up. 
It  pays  to  look  past  big  name  mutual  funds  to  the  retire- 
ment accounts  of  The  Principal?  And  for  good  reason. 

Based  on  overall  performance  for  the  last  three 
years,  our  retirement  accounts  outperformed  mutual 
funds  with  the  most  401  (k)  and  defined  contribution 
plan  assets  in  eight  major  categories.*  This  is  the 
result  of  disciplined,  long-term  strategies  and  some 
of  the  lowest  expenses  in  the  industry. 

You  get  fully  integrated  retirement 
plan  services,  plus  a  satisfaction  guaran- 
•  tee.  All  this  from  a  company  committed 
to  fulfilling  customers'  needs  for  118  years 


The  Principal  outperforms 

*] 

BIG  NAME  MONEY  MANAGERS 

3-Year 

Vverage  annual  return  alter  investment  expenses  1994-1996 

3-Yeaf 

Cateaorv 

Mutual  Fund 

Net  Return' 

Principal  Retirement  Account 

Net  Return' 

Growth 

Fidelity  Magellan 

14.48% 

Medium  Company  Blend 

18.69% 

Growlh  &  Income 

Vanguard  Windsor 

17.98 

U.S.  Stock 

18.33 

Equity-Income 

Fidelity  Equity-Income 

16.94 

Medium  Company  Value 

18.26 

Small  Company 

Janus  Venture 

12.93 

Small  Company  Blend 

16.33 

Foreign  Stock 

Templeton  Foreign 

9.60 

International  Stock 

11.59 

Corporate  Bond 

Fidelity  Intermed.  Bond 

4.64 

Bond  S  Mortgage 

6.43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae 

6.22 

Government  Securities 

5.38 

Balanced 

Fidelity  Puntan 

12.49 

Stock  Emphasis  Balanced 

12.39 

AVERAGE 

11.91% 

13.43% 

the 


No  wonder  more  employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
a  call  at  1-800-255-6613.  Or  contact  us  at 
www.principal.com  on  the  Internet. 
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401(k)  and  Pension  •  HMO/PPO  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©1997  Pnncipal  Mutual  Life  Insurance  Company,  DesMoines.  IA50392. '  Pensions  &  Investments.  February/  1994,  "Mutual  Funds  With  The  Most  Defined  Contribution  Assets.' 

"CEO  magazine,  Apnl/May  1997.  Senior  Financial  Executive  Ranking     The  Principal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  tc  .lualified  renrement  c;.>ns. 

Products  and  services  ottered  through  Principal  Mutual  Ufe  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Health  care  products  not  available  ir  ?  i  states. 
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Bill  Baldwin 


Moving  Up  the  masthead 

Whenever  young  people  ask  me  what  they 
should  do  to  prepare  for  a  career  in  journal- 
ism, my  standard  response  is:  Study  anything 
but  that  confounded  subject.  Get  a  broad 
education.  Study  the  English  language. 

For  me,  William  Baldwin  personifies  the 
soundness  of  this  advice.  Bill  has  just  been 
promoted  to  the  job  of  managing  editor, 
the  number  two  spot  on  our  masthead. 
Now  46,  Bill  concentrated  on  linguistics  at 
Harvard  and  learned  the  rudiments  of  the 
journalistic  trade  at  a  New  England  weekly. 

He  moved  on  to  reporting  at  the  Wilmington  (Del.)  News-Jour- 
nal, and  joined  our  Washington  Bureau  in  1980.  He  later  headed 
our  Southwest  Bureau  and  became  an  assistant  managing  editor  in 
1987,  executive  editor  in  1992. 

In  a  publication  like  ours,  where  accuracy  is  a  fetish,  Bill's  quick 
mind  and  wide  knowledge  are  tremendous  resources.  Staff  writer 
Jim  Clash  remembers  checking  a  story  in  which  retired  Citibank  boss 
Walter  Wriston  recalled  when  corporate  directors  received  only  a 
$100  gold  piece  as  compensation.  "Better  check  that  carefully," 
Baldwin  cautioned.  "I  don't  think  there  ever  was  a  $100  gold  piece." 
Wriston  was  firm,  but  he  was  wrong  and  Baldwin  correct:  $20  was 
the  highest  gold  coin  the  U.S.  issued  for  general  circulation. 

At  various  times  and  sometimes  simultaneously  Bill  has  super- 
vised our  coverage  of  such  varied  topics  as  mutual  funds,  comput- 
ers and  taxation.  As  the  man  responsible  for  our  high-tech  cover- 
age, does  he  worry  that  die  Internet  will  put  us  paper-based  writers 
and  editors  out  of  business?  "Far  from  it,"  Bill  snaps  back.  "Think 
of  all  the  articles  we  write  and  all  the  new  publications  started  to 
explain  computers  to  people."  Bill  lives  in  New  York  with  his  wife, 
Kathy,  and  their  two  children.  He  succeeds  Lawrence  Minard,  our 
managing  editor  for  a  decade,  who  has  been  promoted  to  be 
editor  of  the  forthcoming  Global  Forbes,  our  first  full-fledged 
international  edition. 

Just  promoted  to  assistant  managing 
editor,  Gretchen  Morgenson,  41,  is  anoth- 
er up-from-the-ranks  FoRBES  veteran.  A 
graduate  of  St.  Olaf  College  in  Northfield, 
Minn.,  Gretchen  joined  Forbes  as  an  asso- 
ciate editor  in  1986  after  working  as  a 
stockbroker  in  New  York.  In  September 
1995,  Gretchen  took  a  sabbatical  to  work 
as  Steve  Forbes'  press  secretary  during  his 
bid  for  the  Republican  presidential  nomi- 
nation. Of  her  brief,  intensive  taste  of  poli- 
tics, she  says:  "It's  good  to  be  back  in  the 

good  clean  dirt  of  business."  Not  that  she's  any  softie  on  business. 
Gretchen's  tough  reporting  on  how  small  investors  were  getting 
cUpped  on  Nasdaq  helped  bring  about  the  recent  reforms  there. 
Said  sec  Chairman  Arthur  Levitt,  announcing  the  changes:  "We 
couldn't  have  done  it  without  you."  Gretchen  lives  in  New  York 
with  her  husband,  Paul,  and  their  son. 


Gretchen  Morgenson 


(^y  Editor 
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WHO'S  THE  BRIGHTEST  OF  THEM  ALL? 


HITACHL 


^Mm- 


One  look  at  Hitachi  UltraVisiofs's 
picture  will  tell  you  it's  thie  brighitest, 
shiarpest  large  screen  TV  ever 
made.  But  it's  the  back  side  of  the 
UltraVision  set  that  really  shines. 

That's  where  you'll  find  Hitachi's 
exclusive  Super  Bright  Lens  Systenn 
and  projection  tube  technology 
that  increases  brightness  and 
sharpness  more  than  30%  over  last 
year's  industry-leading  picture.  And 
where  you'll  encounter  Magic 
Focus,  the  world's  only  automatic 
convergence  system,  as  well  as 
a  host  of  other  engineering 
achievements. 

But  what  else  would  you  expect 
from  the  world's  preeminent 
electronics  company  that  spent 
over  four  billion  dollars  in  research 
lost  year  and  holds  more  than 
68,000  patents? 

How  about  Hitachi's  VisionBook™ 
computer,  revolutionary  new  MPEG 
digital  video  camera,  DVD-RAM 
drive.  Super  TFT  display.  Skyline 
mainframe  computer,  or  SuperH™ 
RISC  microprocessor  that  runs 
today's  handheld  computers? 

The  fact  is,  you  never  know 
what  to  expect  from  Hitachi. 
Except  brilliance.  Because  it's 
Hitachi  engineering  that  is  truly 
the  brightest  of  them  all. 


For  more  information,  visit  our  website  ot  www.  hitachi.com  or  call  1-800-HITACHI. 
©1997  Hitachi,  Ltd. 
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EDITED  BY  DAVID  S.  FONDILLER 


Jinxed^ 

HAS  OUR  Company  of  the 
Year  for  1996,  Chrysler 
Corp.    (Jan.    13).,   fallen 
victim    to    the.   famous 
Magazine     Cover     Jinx 
Syndrome? 

A  nasty  monthlong 
strike  crippled  produc- 
tion at  seven  Chrysler 
car-and-truck  plants  in 
the  spring.  Sales  of  its 
core  minivans  and  sport  utility 
vehicles  started  to  slide  as  rivals  lured 
buyers  with  new  products  and  incen- 
tives. Chrysler's  unit  sales  have  fallen 
7%  so  far  this  year.  Overall  market 
share — at  a  healthy  16.1%  last  year — 
is  down  to  15.1%.  Chrysler  just  got 
hit  with  a  $262.5  milhon  jury  verdict 
relating  to  defective  rear-gate  latches 
in  some  of  its  older  minivans. 

But  when  we  nominated  Chrysler 
as  Company  of  the  Year,  we  weren't 
making  a  short-range  prediction. 
Chrysler  has  five  promising  new 
models  coming  out  this  fall.  These 
include  the  redesigned  Chrysler  Con- 
corde and  Dodge  Intrepid  family 
sedans  and  the  Dodge  Durango,  a 
sport  utility  vehicle  aimed  to  compete 
with  the  massive  Ford  Expedition 
and  Chevy  Suburban. 

"Chrysler  will  be  able  to  get  back 
into  a  16%,  even  16.5%,  market 
share  range  in  1998,"  says  Merrill 
Lynch  auto  analyst  Nicholas  Lobac- 
caro.  He  predicts  the  company  will 
earn  $4.80  per  share  next  year,  up 
16.5%,  on  sales  of  $58.5  billion. 

-Jay  Akasie 

Mickey's  last  laugh 

The  MEDIA  were  pronouncing  Euro 
Disney  dead  three  years  ago.  FoRBES 
saw  life  in  the  old  mouse. 

Good  call.  In  just 
five  years  Disney- 
land Paris,  as  it's 
now  known,  has 
become  the  most 
3  favored  tourist 
^  destination  in 
i  Europe,  with 
11.7  million 
visitors  last  year,  up  from  8.8  million 
three  years  ago.  Cash  flow  margins 
have  tripled  since  1993,  to  an  expect- 
ed 21%  this  year,  and  exceed  those  of 


Tokyo  Disneyland,  the 
world's  most  popular 
park.   Lower  prices, 
big  new  Space  Moun- 
tain  ride   and   a    1994" 
restructuring  that  includ- 
ed a  $345  million  cash 
infusion      from      Saudi 
investor  Al-Waleed   bin 
Talal  seem  to  have  turned 
the  project  around. 

Disneyland  Paris  isn't 
out  of  the  woods  yet. 
Financial  concessions  given  as  part  of 
the  restructuring  start  to  expire  this 
year,  and  a  big  chunk  of  debt  comes 
due  in  2001. 

But  none  of  these  concerns  is  hfe- 
threatening.  "Euro  Disney  might  still 
look  like  an  ugly  litde  duck,"  says  Sal- 
omon Brothers  leisure  analyst  Vir- 
ginie  Lannevere,  "but  a  swan  is 
emerging." 

Envirosanity 

Three  years  ago  the  Environmental 
Protection  Agency  threatened  to  slap 
a  Superfund  label  on  Utah's  huge 
Kennecott  copper  mine,  blighting  its 


I 


Kennecott's  copper  mine  in  Bingham,  Utah 
Rescued  from  toxic  red  tape. 


prospects  (Sept.  12,  1994).  It  sound- 
ed crazy.  Here  was  an  operation  pro- 
viding 2,300  jobs  that  had  already 
begun  a  large  voluntary  cleanup. 

Rationality  has  prevailed.  The  EPA 
has  backed  off,  cutting  a  first-ever 
deal  that  grants  Kennecott  permis- 
sion to  devise  and  manage  its  own 
toxic  waste  cleanup.  The  compro- 
mise came  because  Kennecott 
offered  a  realistic  plan  for  sanitizing 
areas  around  its  Bingham  pit,  which 
measures  2^A  miles  in  diameter  and  a 


16 


Forbes  ■  November  3,  1997 


The  j^  I  mi 


STILL    SLI 


BY    HAND 


USING    A    DISK 


BARELY    THICKER 


THAN    A 


HUMAN    HAIR. 


AND   YOU  THOUGHT 
threading  a  needle 


WAS  DIFFICULT. 


It  requires  years  of  experience  and  a  steady 
hand  to  slit  the  nib  of  the  PARKER  DUOFOLD 
Red  Jasper.  The  disk,  a  mere  .005  of  an  inch 
in  thickness,  must  hit  its  mark  exactly. 

Once     slit,     each     individually     embossed 


18K  gold  nib  is  polished  to  a  high  lustre.  All 
told,  it's  a  process  that  takes  several  days  to 
complete.  But  given  the  results,  it  is  time  well 
spent.  Like  all  of  our  writing  instruments,  the 
PARKER  DUOFOLD  has  a  lifetime  guarantee. 


I 


A  PARKER  IS  IN  THE  DETAILS  ^  PARKER 


Levenj^er's  l-800o44-0880 


It  Takes  A  Careful  Balancing  Act  To 
Ride  The  A/Iarket's  Ups  And  Downs. 


When  the  market  starts  to  seesaw,  a  balanced  portfolio 
can  really  help  you  keep  your  equilibrium. 

One  thing  you  can  do  is  to  learn  how  to  buy  an  appropriate  mix  of  stock  and  bond 
funds.  It's  called  asset  allocation. ..and  Defined  Asset  Funds^"'  can  make  it  easier. 

We  offer  a  full  array  of  bond  portfolios  that  can  help  add  stability  to  your  investments 
when  the  stock  market's  taking  you  for  a  ride.  We  also  offer  a  family  of  stock  portfolios 
that  can  give  you  the  growth  potential  you  want  when  bond  yields  are  low. 

The  best  thing  about  Defined  Asset  Funds  is  that  they're  defined.  Stocks  and  bonds 
in  our  Portfolios  are  professionally  selected  in  advance,  and  change  very  litde  over  time. 
That  means  you  know  what  you're  investing  in— and  that  can  be  important  to  your 
comfort  level. 

Know  what  you're  investing  in.. .and  choose  your  investments  wisely  No  matter  how 
the  market's  inclined,  it  can  really  help. 

Call  today  for  our  free  guide,  Balance  Defined:  Insights  into  buying  and 
holding  for  long-term  results,  and  learn  how  you  can  add  more  balance  to  your 
portfolio.  A  financial  professional  at  a  firm  listed  below  can  help  you  choose  an 
appropriate  mix  of  stock  and  bond  funds  for  your  investment  plan.  That  should  give 
you  more  time  for  the  rest  of  life's  balancing  acts. 


For  your  free  copy  of  Balance  Defined, 
Call  1-800-562-2926,  ext.  410 


BiiY  With  Knowledge. 


Defin 


ed  Asset  Funds' 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch  •  Smith  Barney  •  PaineWebber 

Prudential  Securities  •  Dean  Witter 


You  may  have  a  gain  or  loss  when  you  redeem  your  investment.  Keep  in  mind,  there  are  tax 

considerations  with  any  investment.  A  free  prospectus  containing  more  complete  information 

on  any  Defined  Asset  Fund,  including  all  sales  charges  and  expenses,  is  available  from  any 

of  the  sponsors  listed  above.  Please  read  the  prospectus  carefully  before  you  invest. 

©1997  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


half-mile  deep. 

So  far  Kennecott  Utah  Copper 
Corp.  (1996  sales,  $1  billion)  has 
spent  $230  million  on  the  project, 
which  will  take  three  more  years. 
That's  a  fraction  of  the  money  and 
time  it  would  have  cost  as  a  Super- 
fund  site. 

Beyond  a  welcome  sign  of  regula- 
tory common  sense,  the  Kennecott 
solution  offers  this  valuable  lesson: 
Act  quickly  and  attack  problems 
head-on  rather  than  wait  for  overzeal- 
ous  regulators  to  step  in. 

-Stephan  Herrera 


Down,  but 
not  out 


Sir  Gordon  Wu 
Beyond  the 
negative  headlines, 
some  bright  spots. 


This  summer 
marked  the 
25th  anniver- 
sary of  the 
founding  of 
Hong  Kong 
construction 
magnate  Sir 
Gordon  Wu's 
Hopewell 
Holdings   Ltd. 

But  Wu  didn't  have  a  whole  lot  to 
celebrate.  In  September  the  Thai 
government  pulled  the  plug  on 
Hopewell's  $4  billion  rail  and  road 
project  in  Bangkok.  Since  our  upbeat 
profile  of  Wu  (July  20,  1992),  he  has 
had  to  sell  many  of  his  Asian  power 
plants  to  cut  debt.  He's  even  dropped 
off  our  list  of  world  billionaires. 

But  don't  count  Sir  Gordon  Wu 
out.  Beneath  the  deluge  of  bad  news 
are  some  positive  signs.  The  Bangkok 
cancelation  reduces  Wu's  exposure  to 
a  project  troubled  almost  from  day 
one.  "To  be  frank,  I  don't  see  much 
downside,"  says  Goldman,  Sachs 
property  analyst  Benjamin  Cheng  in 
Hong  Kong.  Hopewell's  stock  price 
bumped  up  5%,  to  HK$4.70,  on 
news  of  the  project's  cancelation. 

Over  the  past  18  months  Wu  has  cut 
his  consolidated  debt  in  half,  to  27%  of 
Hopewell's  total  capitalization.  In  Sep- 
tember he  successfully  sold  $600  mil- 
lion in  bonds  backed  by  his  completed 
76 -mile  superhighway  linking  Hong 
Kong  and  Guangzhou.  For  Wu,  the 
worst  may  be  over. 

-Justin  Doebele  !■ 
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BOTTOM  IINES 

BY  BARRY  KAYE 
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In  all  likelihood,  your  portfolio  con- 
tains a  number  of  stocks,  bonds, 
securities  and  options  which  you 
bought  as  hopeful  growth  assets. 
Chances  are  also  that  you  pur- 
chased some  portion  of  those 
assets  as  a  legacy  for  your  heirs. 

What  would  happen  to  those 
stocks  and  that  legacy  if  the  stock 
market  were  to  crash  4000  points? 
You  would  lose  more  than  55%  of  all 
your  assets. 

That  day  is  coming.  Without  fail  or 
question  the  stock  market  is  going 
to  crash  4000  points. 

The  only  question  is  when  will  this 
devastation  occur?  If  you  knew  that, 
you  could  do  something  about  it. 
Sell.   Sell  short  if  need  be.    Hedge. 

Well,  you  can  know  when.  And  you 
can  do  something  about  it. 

The  stock  market  will  crash 
4000  points  and  your  stocks  will  be 
devalued  by  55%  the  day  vou  die. 

Nine  months  after  you  die  the  gov- 
ernment will  claim  up  to  55%  of  all 
your  investments  for  estate  taxes. 
Anything  intended  for  your  heirs  will 
be  halved. 

Suppose  you  and  your  spouse, 
together  averaging  age  70,  had  $3 
million  in  investments  intended  for 
your  children. 

As  part  of  your  total  estate,  the 
$3  million  is  subject  to  up  to  55% 
estate  taxes.  That  means  it  will 
really  only  be  worth  $1.3  million  to 
your  heirs. 

There  is  a  way  around  this  devas- 
tation. 

If  you  had  taken  a  mere  $330,000 
from  the  $3  million  you  invested, 
and  diversified  your  portfolio  to 
include  life  insurance,  you  could, 
even  at  age  70,  receive  a  5-to-l 
return,  based  upon  current  assump- 
tions. Your  $330,000  outlay  would 
produce  $1.6  million  to  replace  what 
was  lost  in  the  estate  tax  "crash." 


This  might  be  the  best  hedge  you 
have  ever  made. 

If  you  had  invested  in  shares  of  a 
$100  stock  for  the  eventual  benefit 
of  your  children,  that  stock  will  be 
worth  only  $45  per  share  at  the  time 
of  your  death  when  they  receive  it.  It 
would  have  to  double  to  over  $200 
per  share  just  to  net  the  same  $100 
purchase  price.  Ail  of  your  stocks 
must  grow  to  double  their  current 
value  just  to  stay  even. 


WHENWnX 
lflES1t)CK 

4000  FOUNTS? 


THBDAY 
YOU  DIB. 


Even  more  interestingly,  if  you 
sold  that  $100  stock  and  bought  a 
life  insurance  policy,  at  age  70  it 
could  immediately  be  worth  $500  a 
share.  Meanwhile  each  share  of 
your  $100  stock  must  increase  to 
$1,000  to  net  $500  after  estate 
taxes.  While  the  insurance  approach 
offers  a  predetermined  return  that  is 
fully  available  immediately,  your 
stock  is  not  guaranteed  to  grow  from 
$100  to  $1000  or  to  do  so  during 
your  lifetime. 

If  there  are  assets  included  in 
your  estate  which  you  do  not  need 
in  order  to  preserve  your  lifestyle, 
there  is  no  better  diversification 
you  can  make  than  the  one  which 
protects  all  the  others. 

For   general    purposes,    assume 


Aovertisement 

that  you  can  receive  a  10-to-l  return 
at  average  age  60;  a  5-to-l  return  at 
average  age  70;  and  a  3-to-l  return 
at  average  age  80,  based  on  current 
assumptions. 

Take  your  investment  totals  and, 
for  the  sake  of  simplicity,  divide 
them  in  half.  This  is  what  you  will 
lose  to  estate  taxes.  Based  on  your 
age,  divide  that  number  by  10,  5  or  3 
to  find  out  how  much  you  would  need 
to  diversify  from  your  existing  portfo- 
lio into  a  one-pay  life  insurance  poli- 
cy in  order  to  replace  the  half  lost  to 
estate  taxes  for  your  heirs. 

Look  at  the  numbers,  and  remem- 
ber that  any  investment  you  might 
consider  utilizing  at  age  60  to 
replenish  the  tax  drain  must  actual- 
ly increase  in  value  2000%  in  order 
to  yield,  after  taxes,  the  same 
estate  result  that  the  life  insurance 
approach  inherently  provides. 

One  final  point.  You  don't  actual- 
ly have  to  come  up  with  any  cash  or 
limit  a  single  potential  growth 
source  to  execute  this  plan. 

You  can  protect  your  portfolio  by 
borrowing  against  it  and  using  the 
borrowed  funds  to  purchase  the 
insurance  at  an  effective  cost  of 
only  the  yearly  interest.  Or  have  no 
cash  outlay  and  pay  no  interest  by 
accruing  the  interest. 

Upon  your  death,  Uncle  Sam  will 
pay  off  half  the  loan  principal  and 
interest  and  the  insurance  will  pay 
its  stated  benefit  to  cover  the 
estate  tax  costs.  Your  stocks, 
bonds,  securities,  and  options  will 
be  left  intact  unaware  of  how  dan- 
gerously close  they  came  to  a 
headlong  4000  point  plunge. 

When  it  comes  to  the  stock  mar- 
ket and  investing,  reaching  the  bot- 
tom line  can  be  a  steep,  sharp  drop. 
Or,  it  can  be  hedged.  The  choice, 
simple  as  it  is,  is  up  to  you. 

This  and  other  concepts  are 
detailed  in  Barry  Kaye's  newest 
bo  ok,  The  Investment  Alternative, 
available  in  book  stores  everywhere 
or  by  calling  1-800-343-7434. 

If  you  would  like  more  information 
about  how  this  program  can  work  in 
your  particular  situation,  you  can 
call  Barry  Kaye  for  a  personal  con- 
sultation at  1-800-DIE-RICH. 
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WHAFS  WORRYING  TOP  EXEGOTIVES/EDITED  RY  KATAR2YNA  MORENO 

Davids  and  Goliaths 


By  Peter  Kafka 


'The  real 

opportunity 

for  a  small 

company 

is  to  have 

something 

different." 


David  Clark, 
vice  president, 
Target  Stores 


> 


The  business  world  is  increasingly  full  of  Microsofts— companies  so 
huge  they  dominate  entire  industries.  How  should  you  handle  yourself 
if  you  are  a  small-business  person  dealing  with  a  giant?  Forbes  put 
the  question  to  eight  executives  from  both  ends  of  the  spectrum. 


Mark  A.  Cohsi 

Chairman,  President,  Chief  Executive  Officer 
Damark  International  Inc. 
(catalog  retailer) 

The  first  time  I  met  a  chief  executive  officer  of 
a  large  organization  I  was  scared  to  death.  I 
was  more  in  awe  of  him  than  I  was  thoughtful 
about  being  a  value-added  partner  or  a 
resource. 

After  I  got  over  being  taken  with  the  trap- 
pings of  the  office,  what  I  learned  is  that  they 
weren't  extraordinary  people.  They  were  ordi- 
nary people  who  had  accomplished  extraordi- 
nary things.  Once  I  understood  that,  I  also 
understood  that  I  was  capable  of  making  a  dif- 
ference to  their  company,  or  I  wouldn't  be  at 
the  party. 


Richard  Branson 

Founder 

Virgin  Atiantic  Airways 

When  we  started  Virgin  in  Britain,  there  was 
only  British  Airways,  period.  We  found  that 
the  people  who  were  selling  us  planes  were 
desperate  to  get  a  competitor  in  the  market- 
place. With  our  first  747,  Boeing  sent  their 
chief  salesman  over  to  England,  and  he  stayed 
here  for  nine  months  while  he  tried  to  do  the 
deal  with  us.  Having  got  the  feeling  that  we 
might  stay  around,  tiiey  made  an  enormous 
effort  to  look  after  us  in  order  to  have  a  com- 
pany to  play  off  against  British  Airways. 

If  you  spot  somebody  you  think  can  go  a 
long  way,  you  invest  time  in  them  no  matter 
how  small  they  are. 
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With  new  PrimeDistance'  long- 
distance service,  TCG  is  now  the 
one  company  to  turn  to  for  your 
business  telecommunications  needs. 

Since  1985,  companies  of  all  shapes  and 
sizes  have  come  to  know  TCG  as  the  local 
phone  company  that  provides  responsive  customer 
service  from  coast  to  coast.  How  responsive?  Well, 
we  heard  your  demand  for  a  single-service 
provider  who  could  handle  almost  any  telecom- 
munications need,  so  we  added  yet  another  thing 
you   were   looking  for:   long-distance  service. 


So,  with  the  addition  of  our  new  innovative 
PrimeDistance  service,  you  can  receive  long 
distance,  local  and  regional  calling,  data  and 
Internet  services  all  from  one  company — and  all 
at  competitive  rates.  In  fact,  TCG  enables  you  to 
combine  local,  regional  toll,  domestic  long 
distance,  international  long  distance  and  800 
service,  thereby  qualif^nng  your  company  for  even 
more  significant  savings.  If  you'd  like  to  learn 
more  about  TCG  or  our  new  PrimeDistance 
service,  give  us  a  call  at  1-800-889-4TCG  or  check 
out  our  web-site  at  www.tcg.com. 


LOCAL  CALLING  •  LONG  DISTANCE  •  INTERNET  SERVICES  •  DATA  SERVICES  •  VOICE  MAIL  •  CALLING  CARD  •  PAYPHONE  SERVICES 
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'It's  the 
people 
who  have 
had  rapid 
success  in  the 
last  two  or 
three  years 
who  are 
arrogant." 


Gary  Greenfield, 
president, 
Intersolv  Inc. 


Gaty  Greenfield 

President  and  Chief 
Executive  Officer 
Intersolv  Inc. 
(software  developer) 
To  softwar'C  execu- 
tives who  have 
been  around  for 
some  time,  it 

gf-m   ' ' •"  makes  no  differ- 

f     M  ence  whether  they 

are  talking  to  the 
senior  executives  of 
Microsoft:  or  Oracle  or  one  of  us.  In  this  busi- 
ness they  treat  us  all  as  peers. 

It's  the  people  who  have  had  rapid  success 
in  the  last  two  or  three  years  who  are  arro- 
gant. And  as  I  listen  to  them,  I  can't  help  but 
think  that  in  two  years  they'll  be  speaking 
with  us  differently.  They  will  understand  that 
the  long-term  value  of  a  corporation  is  its 
long-term  presence. 

Donald  Garlberg 

President  and  Chief  Executive  Officer 
Patient  InfoSystems  Inc. 

The  David-and-Goliath  syndrome  is  definitely 
there.  When  dealing  with  larger  companies, 
salespeople  tend  to  get  focused  on  things  like: 
"We  can't  lose  this  one,  it's  too  important  to 
walk  away  from.  If  we  can  get  this  deal,  even  if 
it's  at  a  low  price,  there'll  be  more  business 
down  the  road." 

I  say  to  these  salespeople:  "Listen,  we're 
after  good  business,  and  we're  after  good 
partnerships.  We're  after  people  that  value  us 
as  much  as  we  value  them."  You  can't  give 
away  your  business  just  because  it's  a  big 
client. 

Janet  Effland 

Managing  Director 
Patricof  &  Co.  Ventures  Inc. 
There  are  two  things  that  small  companies 
underestimate  [when  dealing  with  larger 
ones]:  First,  they  underestimate  their  own 
strategic  value  to  the  larger  company,  so  they 
underprice  their  product  or  services.  In  fact, 
their  product  may  have  such  strategic  impor- 
tance to  a  large  company  that  the  value  is 
beyond  their  wildest  expectations. 

Secondly,  small  companies  underestimate 


the  experience  level  that  the  negotiating 
people  have  in  the  large  companies.  If  small 
companies  are  not  very  careful,  they  can  get 
out-negotiated  on  terms,  and  they  don't  even 
understand  what's  happening  to  them.  They 
should  hire  a  good  attorney  who's  done  a  lot 
of  these  deals,  and  they  should  talk  to  their 
board  members  who  have  got  a  lot  of  corpo- 
,,rate  experience. 

Paul  Godin 

President  and  Chief  Executive  Officer 
Internet  Liquidators  International  Inc. 
(on-line  auctioneer) 

When  you're  working  with  a  bigger  organiza- 
tion, they  control  the  clock.  You  have  to  be 
patient  and  tenacious.  For  example,  we  were 
negotiating  with  America  Online  when  they 
decided  to  reorganize.  They  told  us,  "The 
clock  is  now  on  hold."  Being  tenacious  meant 
living  through  that  reorganization  and  keep- 
ing our  contacts  hot  and  open.  It  was  very 
frustrating,  but  in  the  end  we  both  stuck 
it  out. 

To  us,  that  meant  putting  an  office  closer  to 
aol's  head  office  and  having  people  who  work 
only  on  the  AOL  relationship.  One  of  our 
directors  is  now  a  ten-minute  drive  from  aol's 
head  office  and  has  been  known  to  personally 
run  something  over  to  whoever  it  was  in  the 
building  who  needed  to  see  it. 

David  Clark 

Vice  President  of  Merchandising,  Toy  Division 
Target  Stores 

The  real  opportunity  for  a  small  company  is  to 
have  something  different.  If  it's  just  a  "me, 
too,"  I'm  not  into  it.  It's  the  several  smaller 
guys  I  choose  that  are  going  to  separate  us 
from  Wal-Mart  or  Kmart.  I'm  looking  for 
small  outfits  that  have  something  unique  and 
different. 

Gaiy  Dachis 

Founder  and  Chief  Executive  Officer 
Game  Financial  Corp. 
(check-cashing  service  for  casinos) 
Most  smart  businessmen  didn't  get  to  where 
they  are  by  making  judgments  on  how  much 
money  you  have  or  don't  have.  Successftil 
people  listen  to  other  people's  ideas.  That's 
how  they  got  successfiil.  Hi 


What's  on  your  mind^ 

If  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one,  we'd  like  to 
know  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mxind@forbes.com. 
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FROM  EMPLOYEE  BENEFITS  TO 
INVESTMENT  MANAGEMENT' 


ildetLife  Employee  Benefits  And  Investment  Products  i 
Helping  Millions  of  Americans  Become  Financially  Secui 


I 
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Serving  Businesses  Of  All  Sizes 


Voluntary  Benefits  Group 

•  One  source  to  meet  employee  needs 
Eases  administrative  burden 


1  in  Group  Life' 


USER-FRIENPLY  EMPLOYEE  COMMUNICATIONS 


Dental 


A  leader  in  managed 
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Investment  Capabilities*** 

Domestic  Equity 
Value 
Growth 
Small  Cap 

Domestic  Fixed  Income 
Short  Term 
Long  Term 
High  Yield 

International  Equity 

International  Fixed  Income 

Real  Estate 
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Quality  Service, 
Better  Value 


Discih>ility 

benefits 
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www.metlife.com 


GETMET.ITPAVS: 

1-800-MetLife 


Contact  your  broker  or  insurance  consultant,  or  MetLife 
account  representative  and  ask  about  MetLife  for  business. 


";     401  (k)   •  Group  Dental,  Disability,  Life,  Vision,  Long-Term  Care,  Auto  &  Homeowners  Insurance 
i  •  Investments  &  Asset  Management  •  Voluntary  Benefits  i 

•By  volume  in  force  as  of  12/31/96.  BestWeck,  Life/Health,  6/30/97.  *' Group  insurance  products  and  annuities  issued  bv  Metropolitan  Life  Insurance  Company. 
Auto  &  Homeowners  Insurance  underwritten  by  Metropolitan  Propert)'  and  Casualty  Insurance  Company  and  Affiliates,  Warwick,  RI.  ""Investment  man.iv;oiront 
services  provided  by  Metropolitan  Life  Insurance  Company,  State  Street  Research  &  Management  Company,  or  affiliated  companies. 
H9708SAC-MLIC-LD  ©  1997  Metropolitan  Life  Insurance  Co.  NY.  NY  PEANUTS  ©United  Feature  Syndur..-,  mc. 
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EPA's  Carol  Browner 
Amassing  power. 


The  real  face 

of  Carol  Browner 

Sir:  Re  "Carol  Browner,  master  of 
mission  creep"  (Oct.  20,  p.  170).  The 
Environmental  Protection  Agency  has 

become  lawmak- 
"  er,   judge,   jury 
and  executioner 
on  the  shoddiest 
of  science.    It's 
time     Congress 
either  shut  down 
the    agency    or 
turn      its      risk 
assessment  func- 
tion over  to  the 
National    Insti- 
tutes of  Health. 
We      need      an 
agency  based  on  honest  science. 
-Donald  N.  Anderson 
Anchorage,  Alaska 

Sir:  Pencil  in  a  Hider-style  mustache 
on  your  EPA  cover  girl.  It  works. 
-Cindy  Stelljes 
North^lenn,  Colo. 

Sir:  While  Browner  pursues  the 
windmills  of  global  warming,  she 
basks  in  the  praise  of  the  whale-kiss- 
ing tree  buggers  who  have  no  idea 
what  it's  like  to  make  a  payroll  every 
month.  When  will  people  call  for  an 
end  to  this  Washington  hucksterism.^ 
-Mike  Tighe 
Dallas,  Tex. 

Sir:  Your  article  was  a  big  eye-opener. 
Though  I  am  pro  business,  I  am  also 
an  environmentalist.  Nothing  would 
make  me  happier  than  to  see  Al  Gore 
as  president  with  Browner  as  his  v.p. 
-Miles  Champion 
Tacoma,  Wash. 

Publish  and  perish 

Sir:  Re  "Mid-list  crisis"  (Oct.  20,  p. 
118).  First-time  author  Leonard  Gar- 
ment has  learned  a  painful  lesson: 
Publishing  is  an  .illogical  business 
populated  by  overworked  editors  at 
the  mercy  of  sales  and  marketing 
people  looking  for  the  sure  thing.  My 
book.  The  Nordstrom  Way,  faced  a 
quick  demise  when  it  was  published 
-in  1995  because  my  publisher  had 
only  modest  expectations.  But  thanks 
partiy  to  copies  my  partner  and  I  sold 


at  business  presentations,  it  has 
become  a  bestseller. 

The  moral  .>  Authors  must  work  as 
diligently  on  the  promotion  as  they 
do  on  the  prose. 
-ROBEPvT  Spector  ' 
Seattle,  Wash. 

Fannie  Mae  respond^ 

Sir:  Re  "Fall  of  die  house  of  Fannie" 
(Oct.  6,  p.  74).  You  posit  that  "if 
Fannie  Mae  were  to  liquidate  tomor- 
row, there  would  scarcely  be  a 
ripple."  Fannie  Mae  owns  or  guaran- 
tees nearly  1 1  million  mortgages  with 
a  value  of  nearly  $1  trillion.  Destroy- 
ing us  would  better  resemble  a  tsuna- 
mi than  a  pebble  thrown  in  a  pond. 

You  state  that  our  compact  with 
the  federal  government  "virtually 
guaranteed  profitability."  In  the  early 
1980s,  under  the  same  structure  we 
have  today,  we  were  losing  $  I  million 
a  day.  Only  through  reengineering 
our  business  was  the  company  able  to 
turn  a  profit  again. 

When   it  comes   to   serving  the 
lower  end,  over  45%  of  our  business 
in  1966  served  households  earning 
less  than  median  income.  We  enjoy 
strong,  bipartisan  support  (in  Con- 
gress) because  we  fulfill  our  mission 
extiaordinarily  well. 
-John  Buckley 
Senior  Vice  President 
Fannie  Mae 
Washin£[ton,  D.C. 

Ghartjunk 

Sir:  Re  "Leaks  in  the  melting  pot" 
(Charticle,  Oct.  6,  p.  46).  Your  bar 
graph  of  high  school  graduation  rates 
by  ethnic  group  overemphasizes  the 
differences.  While  the  numbers  show 
Asians  have  a  64%  higher  rate  than 
blacks  or  Hispanics,  the  volumes  of 
the  corresponding  3-D  bars  show  a 
182%  difference.  Such  chartjunk 
obfuscates  rather  than  illuminates  and 
should  be  left  to  Pravda. 
-Steven  J.  Adler 
Seattle,  Wash. 

The  PC  will  survive 

Sir:  Re  "Broadcasting  is  finished" 
(Oct.  6,  p.  43).  Reed  Hundt  missed 
the  mark  when  he  said  "Internet  to 


the   TV  could  wipe   out   a   lot   of| 
demand  for  $4,000  to  $5,000  PCs." 
The  battle  will  be  among  low-end 
PCs,  network  computers  and  set-top 
boxes.  There  will  still  be  demand  for 
high-end  PCs.  And  once  the  PC,  or  a 
variation,  reaches  the  mass  market  via 
the  Internet,  people  will  want  things 
besides  just  E-mail  and  the  Web. 
-R.  F.  Marshall 
San  Jose,  Calif. 

Would  you  kill  this  pig? 

Sir:  Re  "The  Ray  Kroc  of  pigsties" 

(Oct.  13,  p.  115). 
I  was  appalled  by 
your  photo.  The 
contrast  between 
the  innocent 
creature  showing 
affection  and  the 
demonic-looking 
farmer-  billionaire 
makes  one  ask 
whether  all  sa- 
credness  of  life 
has  been  discard- 


Farmer  Wendell  Murphy 
Pork  chop,  anyone? 


ed  for  the  almighty  dollar. 
-Reva  Damir 

Corralitos,  Calif. 

l^^dows  killers 

Sir:  Re  "Watch  out  for  sharks!"  (Oct. 
20,  p.  290).  You  refer  to  the  low  cost 
of  Windows  NT  compared  with  Unix. 
While  this  may  apply  to  commercial 
Unix  products,  there  are  also  free 
Unix  clones,  such  as  Freebsd 
(www.freebsd.org),  available  at  the 
low  cost  of  download  time. 

Windows  killers  come  in  ail  shapes 
and  sizes. 
-Louis  Epstein 
Carmel,  N.T. 

Not  so  fast 

Sir:  Re  "The  Forbes  Top  40"  (Sept. 
22,  p.  162).  In  your  Eddie  Murphy 
listing,  you  state  that  Holy  Man  was  a 
box  office  "flop."  It  is  being  shot  in 
Florida  and  hasn't  yet  been  released. 
-Elizabeth  Wolfe 
Senior  Publicist 

Buena  Vista  Pictures  Marketing 
Burbank,  Calif.  ^ 

For  more  letters  point  your  browser 
to  www.forbes.com/reaclets. 
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The  Intel  PentiuntH  processor. 


' 


It's  the  most 
powerful 
Intel  processor 
available  today  and  it  was  designed 
with  both  your  current  and  future 
computing  needs  in  mind.  So,  not  only 
do  you  get  greater  performance  from 
traditional  business  software,  but 


It  works  as  Imrd  as  you  do. 


)  you  also  get  the  power  for  advanced 

rTTTT^  applications  like 

^y^j^L      e-commerce  and  video 

conferencing.'  Most 

important,  you  get  the 

pentium''][    headroom  you  need  to 


I 


fc 


maintain  long-term  investment 
protection  as  your  computing 

needs  evolve.  The  new  Pentium®  II 

processor  It  works  as  hard  as  you 

do.  To  find  out  more. 

visit  our  Web  site. 


>  www.intel.com/Pentium  II 


intel^ 

The  Computer  Inside: 


•O  tw }  inid  Corporarion  '\%  compared  lo  Pcniium'  processor-based  systems  running  «l  llic  same  sjKcd 


\        I 


Sp^^efeaf  light 


I 


V-  ,^. 


s.gofll^ing 

1 1.0  secontfe,  o^  million 


I 


©  1997  Edgerton  Foundation. 

Nothing  moves  faster  than  light.  V/hich  is  why  Qwest  designed  its  Macro  Capacity'**  Fiber  Network  with 

Absolute  Data  Integrity.'"  It's  the  first  long-distance  network  to  be  built  with  Nortel's  OC-192  high-speed       rUs  0 

broadband  technology,  so  it  can  maintain  the  integrity  of  light  as  it  carries  voice,  data  and  video  across 

the  country.  That  means  transmissions  with  no  hiccups,  no  blips,  no  data  corruption.  Because  one       

NORTEL      ^''^y  element  out  of  place  can  throw  everything  off.  We've  captured  light.  And  the 
NORTHERN  TELECOM      world  is  about  to  become  a  very  different  place.  www.qwest.net 


Qwest 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


TIME  BOMB 

Before  the  Christmas  recess,  congressional  Republi-  from  treating  elderly  patients  outside  of  Medicare.  If  a 
cans  should  repeal  a  nasty  new  Medicare  provision  stuck  doctor  provides  service  to  a  Medicare-eligible  patient  pri- 
into  last  summer's  budget/ tax  agreement.  Otherwise  the  vately,  that  doctor  will  be  barred  from  serving  anyone  on 
GOP  will  be  badly  scarred  by  outraged  senior  citizens.  Medicare  for  two  years.  Not  many  physicians  are  in  a  posi- 
Come  Jan.  1,  most  doctors  udll  effectively  be  prohibited     tion  to  ignore  all  Medicare  patients. 

PROMISES  MADE  SHOULD  BE  PROMISES  KEPT 

America's  honor  is  about  to  be  sullied.  have  started  their  own  businesses.  Some  300,000  indi\idu- 

In  the  1980s  thousands  of  Central  American  refrigees     als  and  their  families  will  have  their  personal  and  professional 

who  were  fleeing  civil  wars  were  given  permission  by  the      lives  turned  upside  down.  At  the  very  least  they  should 

U.S.  to  come  here.  Many  of  them  were  victims  of  the  fero-      be  allowed  to  make  their  case  for  staying  here  without 


cious  conflicts  they  were  supporting 
against  Communist  insurgencies.  They 
were  promised  by  our  government 
that  they  could  live  and  work  in  the 
U.S.  until  they  became  eligible  to  apply 
for  formal  residency  under  our  refrigee 
immigration  laws.  They  received  diese 
assurances  from  the  administrations  of 
Ronald  Reagan,  George  Bush  and  Bill 
Clinton.  Argue  if  you  will  whether  the 
promises  should  have  been  made — 
the  fact  remains  that  they  were. 

Now,  because  of  a  law  passed  last 
yeai",  these  people  stand  to  be  abrupdy 


Due  process?  Thousands  of  law-abiding 
refugees  will  be  deported  without  a  hearing. 


the  threat  of  immediate  deportation. 

To  suddenly  send  all  these  people 
back  to  Central  America  could  desta- 
bilize the  fledgling  democracies  of 
Nicaragua,  El  Salvador  and  Guate- 
mala. These  countries  are  not  in  a 
position  to  absorb  so  many  people  en 
masse,  not  to  mention  the  loss  of 
dollar  remittances  from  the  U.S.  that 
they  will  experience.  Their  situations 
are  precarious  enough  without  a  mas- 
sive repatriation  of  embittered  people 
who  feel  the  U.S.  has  betrayed  them. 

Fortunately,  Senator  Connie  Mack 


deported,  without  so  much  as  a  hearing.  It's  outrageous  (R-Fla.)  and  several  other  national  legislators  have  intro- 

that  we're  applying  regulations  retroactively  to  people  who,  duced  a  bill  that  will  prevent  the  1996  act  from  being 

in  good  faith,  were  abiding  by  the  old  ones.  These  Central  applied  retroactively  to  people  who  have  been  faithfrilly 

Americans  have  established  roots  in  our  coimtry;  thousands  compl)ing  with  die  old  laws.  It  deserves  prompt  passage. 

DON'T  TAKE  THIS  PROSPERITY  FOR  GRANTED 


Ten  years  ago  this  fall  the  stock  market  crashed  spec- 
tacularly. The  extraordinary  equit)'  boom  since  the 
Republicans  took  over  Congress  in  1995  makes  this 
anniversary  a  good  time  for  taking  stock,  so  to  speak. 

Several  factors  precipitated  the  meltdown  of  Monday, 
Oct.  19,  1987.  The  U.S.  was  about  to  push  an  already 
shaky  dollar  downward  to  punish  the  Germans  for  ignor- 
ing our  "advice"  on  their  high  interest  rates.  Wlio  wanted 


the  rich"  tax  bills.  And  a  number  of  investors  had  over- 
leveraged  themseh'es  with  options  and  futures.  So-called 
program  trading  provided  the  impetus  that  gave  the 
snowballing  effect  to  a  weakening  market. 

Despite  lurid  headlines  of  a  possible  repeat  of  die  Depres- 
sion, markets  quickly  recovered  and  the  economic  expansion 
continued  for  anotiier  two  and  a  half  years.  In  die  aftermath 
of  Oct.  19,  Washington  abruptly  stopped  trashing  the 


to  be  in  dollar-denominated  assets  widi  guaranteed  losses  dollar;  the  Federal  Reserve  immediately  promised  to  pro- 
facing  them.''  Congress  was  ready  to  pass  the  most  pro-  vide  the  necessary  credit  to  prevent  a  lethal  panic  from 
tectionist  trade  legislation  since  1929-30's  Smoot-Hawley  upending  our  financial  system;  and  Congress  passed 
tariff  that  triggered  the  1929  Crash  and  subsequent  Great  watered-down  trade  bills  and  did  not  enact  tax  increases. 
Depression.  Congress  was  also  to\ing  with  punitive  "soak  The  American  economy  today,  while  slowing,  remains 
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healthy.  The  reduction  in  the  capital  gains  tax,  despite  its  being  held  back  because  of  its  up-to-now  reluctance  to 

convoluted  complexity,  is  helpful.  Productivity  is  still  lighten  Tokyo's  heavy-handed  economic  "guidance,"  its 

increasing.  Inflation  is  a  nonthreat.  There  are,  however,  too-often,  too-restrictive  monetary  policies  and  an  increas- ! 

clouds  on  the  horizon  that  will  precipitate  some  showers  ingly  crushing  tax  load.  Southeast  Asia  will  be  hurt  for  a  : 

on  the  market's  rational  exuberance.  while  in  the  aftermath  of  its  monetary  mistakes.  Alas,  the '! 

Washington  is  in  a  spending  mode  again,  though  far  from  International  Monetary  Fund  will  likely  apply  toxic  pre-  i 


the  excesses  of  years 
past.  Despite  surg- 
ing revenues,  Con- 
gress has  been 
reluctant  to  simpli- 
fy the  tax  code  and 
enact  deep  tax  cuts. 


STOCKS  PLUNGE  508  POINTS,  A  DROP  OF  22. 6%; 
604  MILLION  VOLUME  NEARLY  DOUBLES  RECORD 


Does  1987  Equal  1929? 


-New  York  Times 


scriptions  that  will 
slow  the  area's 
recovery. 

Our  central  bank 
would  cause  im- 
mediate trouble  if 
it  raised  interest  t 


again  the  need  for  diversity  in  medical 
research,  as  well  as  for  recognizing  the 
role  of  serendipity.  The  medical  establish- 
ment can  be  stiflingly  rigid  in  enforcing 
conventional  wisdom.  Government  re- 
search funding  geometrically  amplifies 
this  conformist,  peer-minded  mind-set. 
The  man  most  responsible  for  uncov- 
ering homocysteine's  role.  Dr.  Kilmer 
McCully,  was  run  out  of  Harvard  Uni- 
versity and  Massachusetts  General  Hos- 
pital 20  years  ago  for  what  his  peers 
regardeti  as  heresy.  He  had  the  effron- 
tery to  promote  this  amino  acid's  role  as 


Pioneer  Kilmer  McCully:  Medical 
nonconformists  need  stout  hearts. 


The  Clinton- Gore  Administration  is  piling  on  regula-  rates  in  the  name  of  cooling  down  an  "overheating"  econ-  I* 

tions,  particularly  regarding  health  care  and  the  environ-  omy.  Capitol  Hill  Republicans  could  sap  confidence  if  , 

ment.  A  fabulous  new  age  of  communications  is  being  they  do  not  regain  the  initiative  against  the  White  House, 

hobbled  by  excessive  rules  from  both  Capitol  Hill  and  the  Fortunately,  the  leadership  is  stirring;  it  launched  a  "Scrap 

Federal  Communications  Commission.  the  Code"  tour  around  the  country  in  mid-October. 

The  Federal  Reserve  has  been  gently  tightening  for  months.  Passage  of  the  bill  sponsored  by  Representative  Bill  Pax- 

the  reason  real  interest  rates  are  at  historically  high  levels.  on  (R-N.Y.),  which  consigns  the  entire  tax  code  (except 

Western  Europe  remains  sluggish  because  of  deeply  Social  Security  and  Medicare)  to  the  dumpster  by  2001, 

embedded  welfare,  regulatory  and  tax  excesses.  Japan  is  would  immediately  get  the  markets  moving  upward  again. 

VIRTUES  OF  DIVERSITY 

We're  now  hearing  a  lot  about  a  new  heart  disease  vil-  There  are  other  examples  of  this  Soviet-style,  party-line 

lain,  an  amino  acid  called  homocysteine.  Coping  with  the  thinking.  In  the  early  1980s  two  Australians  discovered  that 

substance  is  easy:  Take  vitamins  B6,  B12  and  folic  acid.  certain  bacteria — not  anxiety  or  spicy  foods — caused  most 

The  sudden  notoriety  of  this  heardess  culprit  underscores  stomach  ulcers.  Their  findings  were  greeted  with  hostility  by 


experts.  Not  until  the  1990s  did  these 
findings  become  part  of  the  medical  main- 
stream. And  in  the  1950s  Jonas  Salk's  po- 
lio vaccine  received  muted  applause  from 
other  researchers  because  his  approach 
was  fundamentally  different  from  theirs. 
Unfortunately  the  rise  of  managed 
care  will  create  more  McCully-like  inci- 
dents. Managed  care  puts  a  premium  on 
controlling  current  expenses,  which  cre- 
ates an  atmosphere  increasingly  hostile  to 
initially  cosdy  innovations  or  not-by-the- 
book  approaches.  All  the  more  reason, 
then,  for  Congress  to  enact  medical  sav- 
mgs  accounts  that  would  once  again  give  us  true  cata- 


an  offender  of  equal  weight  to  cholesterol.  The  congres- 

sionally  fimded  National  Institutes  of  Health  would  give  strophic  health  insurance.  What  passes  for  health  insurance 

him  no  new  grants.  today  is,  in  reality,  only  prepaying  next  year's  expenses. 

RESTAURANTS— GO,  CONSIBEB,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 

•  Christer's — 145  West  55di  St.  (Tel.:  974-7224).  What  iari  parmesan)  and  Nonna's  mashed  potatoes  (an  Italian 
a  treasure!  And  as  friendly  and  warm  as  a  Scandinavian  ski  country  version,  served  with  dill). 

lodge  on  a  cold  night.  The  food  is  superb,  every  course  pre-  Rainbow  Room — 30  Rockefeller  Plaza,  between  49th 

pared  with  precision.  The  smorgasbord  starter  has  six  dif-  and  50th  Streets  (Tel.:  632-5000).  The  setting  and  view  are 

ferent  tastes  offish — smoked,  pickled,  dilled,  etc.  For  main  magical,  but  the  food  is  disappointing,  and  the  waiters  are 

courses,  the  salmon  is  mouthwatering,  as  are  the  veal  meat-  some  of  the  most  inept  in  town.  Have  a  drink  at  the  bar  or 

balls  in  fruit  sauce.  Elderberry  sorbet  is  the  perfect  ending,  go  to  the  show  next  door  at  Rainbow  and  Stars  instead. 

•  Sofia  Fabulous  Pizza — 1022  Madison  Ave.,  at  79th  •  Peter  Luger  Steak  House — 178  Broadway,  at  Driggs 
St.  (Tel.:  734-2676).  Rooftop  dining  makes  it  seem  like  Ave.,  Brooklyn  (Tel.:  718-387-7400).  Steak  is  the  thing,  and 
you're  in  Rome  or  Milan.  Wonderful  salads,  pizzas,  pastas  this  place  knocks  it  out  of  the  park.  No-nonsense  food,  served 
and  a  few  special  main  courses  daily.  Try  the  insalata  car-  fast  and  hot.  The  steak  sauce  is  so  tasty  you'll  put  it  on  your 
ciofi  e  parmigiano  (fresh  ardchoke  hearts  with  aged  Ital-  tomatoes  and  onions  or  dip  your  bread  in  it.  Cash  only.  ■■ 
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Better  things  for  better  living 


©  1997  Infiniti  Division  of  Nissan  Motor  Corp.  U.S.A.  ♦  1998  QX4  base  model  MSRP  is  $35,550  excluding  taxes,  title,  license,  desti- 
nation and  options.  Retailer  sets  actual  price.  See  Retailer  for  details.  Call  1-800-499-5900  or  visit  our  web  site:  wvw.fnfiniti-usa.com. 
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CAREFUL,  YOU  MAY  RUN  OUT  OF  PLANET. 
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When  your  travel  companion  has 
the  most  sophisticated  auto- 
matic four-wheel-drive  system, 
it  is  indeed  a  very  small  world. 
The  QX4:  Not  only  can  it  reach 
places  far  too  difficult  to  pro- 
nounce, it  has  all  the  luxury 
amenities  to  get  you  there 
comfortably,  at  a  price  of  just 
$35,550r  For  a  Guest  Drive,  vis- 
it your  nearest  Infiniti  Retailer. 
But,  please,  resist  the  urge  to 
circumnavigate  the  globe. 


INFINITI 


OWN 


ONE  AND  YOU'LL  UNDERSTAND. 


Oiheir  Comments 


Simply  Put 


Most  of  economics  can  be  summa- 
rized in  four  words:  "People  respond 
to  incentives."  The  rest  is  commentary. 
-Steven  E.  Landsburg, 
The  Armchair  Economist 

Too  Easy 

Think  of  the  most  important  feder- 
al initiatives  of  the  past  few  years — 
education,  law  enforcement,  high- 
way building — usurped  from  the 
states.  An  incredible  15%  of  the  fed- 
eral budget  consists  of  "grants  to 
states  and  localities."  Why  not  sim- 
ply lower  federal  taxes  by  15%,  and 
let  states  make  their  own  decisions.'' 
-James  K.  Glassman,  American  En- 
terprise Institute,  Washirigton  Post 

Best  Choice  for  All 

School  choice  could  go  a  long  way 
toward  transforming  our  cities.  Exist- 
ing private  schools  would  expand,  and 
new  ones  would  be  called  into  exis- 
tence. Public  schools,  feeling  the  heat 
of  competition,  would  begin  to 
address  their  most  serious  problems. 
Parents  with  school -age  children 
would  forgo  moving  to  the  suburbs. 
Others  would  give  up  their  suburban 
homes  to  live  closer  to  tiieir  work  in 
the  city.  As  test  scores  rose  among 
low-income  minority  students,  they 
would  become  far  more  employable 
upon  graduation,  sparking  a  return  of 
businesses  to  the  inner  city.  Property 
values  there  would  rise,  and  racial  inte- 


gration would  take  an  upward  swing. 
If  even  part  of  this  rosiest  of  scenar- 
ios is  plausible,  school  choice  is  an  ex- 
periment we  cannot  afford  td  pass  up. 
-Paul  E.  Peterson,  Commentary 


Present-day  liberalism  departs 
from  previous  political  ideologies 
in  that  it  is  never  explicit  about 
its  purpose  and  perhaps  is  not 
conscious  of  having  one. 
-Tom  Bethell, 
The  American  Spectator 

Starstruck 

Successful  restaurant  owners 
have  to  be  pretty  smart  operators. 
They  know  which  tables  you  could- 
n't get  the  dumbest  rube  to  sit  at, 
and  they  establish  that  these  are  the 
preferred  locations,  where  only  their 
most  favored  customers  are  placed. 
These  tables  are  frequendy  right 
inside  the  front  door,  swept  by  the 
cold  winds  with  each  new  arrival  or 
departure.  Putting  the  celebrities 
there  not  only  gets  rid  of  those  terri- 
ble tables  but  puts  the  "stars"  on  dis- 
play for  the  other  customers. 
-Walter  Cronkite,  A  Reporter's  Life 

Toxic 

The  danger  to  all  when  those  to 
whom  we  entrust  our  well  being  do 
not  understand  even  the  rudimentary 
technological  aspects  of  critical  issues 
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"If  elected,  I  promise  to  do  my  damdest  to  get  reelected!" 


was  eloquentiy  noted  by  the  late  Isaac 
Asimov,  who  wrote,  "Increasingly,  our 
leaders  must  deal  with  dangers  that 
threaten  the  entire  world,  where  an 
understanding  of  those  dangers  and 
the  possible  solutions  depends  on  a 
good  grasp  of  science.  The  ozone  layer, 
the  greenhouse  effect,  acid  rain,  ques- 
tions of  diet  and  heredity — all  require 
scientific  literacy.  Can  Americans 
choose  the  proper  leaders  and  support 
the  proper  programs  if  they  [them- 
selves] are  scientifically  UUterate?" 
-Norman  R.  Augustine, 

Chairman  of  the  Board, 

Lockheed  Martin  Corp. 

True  Love 

Loving  County  [Tex.]  residents  are 
always  thinking  about  the  next  elec- 
tion. Thirty-seven  percent  of  the  work 
force  is  employed  by  the  county, 
mainly  in  elected  positions.  Elections 
are  often  knock-down-drag-out  fights 
that  have  less  to  do  with  the  issues  at 
hand  than  the  tangled  web  of  family 
rivalries,  personal  vendettas  and 
enduring  grudges  among  locals. 
"Years  ago,  when  we  found  boot 
prints  under  Mother's  window,  we 
knew  it  wasn't  prurience — it  was  pol- 
itics," says  justice  of  the  peace 
McKinley  Hopper.  "Although  noth- 
ing's more  prurient  than  politics." 
-Pamela  Colloff,  Texas  Monthly 

Lighten  Up 

Resfarchers  at  Human  Synergistics 
International,  a  business  consultant 
firm  in  Plymoutii,  Mich.,  found  that 
perfectionism  can  lead  to  procrastina- 
tion and  an  inabifity  to  delegate. 
What's  more,  perfectionists  have  a 
75%  higher  incidence  of  illness  than 
their  peers.  Explains  psychologist 
Lorraine  Coletti-Lafferty,  Ph.D.,  "If 
an  entire  organization's  goals  are 
based  on  perfectionistic  notions,  then 
goals  typically  are  set  unrealistically 
high,  the  turnover  of  talented  people 
increases,  and  bottom-line  results  suf- 
fer." So  if  you  find  yourself  spending 
hours  making  sure  your  pencils  are 
super  sharp,  you're  overdoing  it. 
-Angela  Pirisi,  Natural  Health  WM 
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Jim  McCann  knows  a  thing  or  two 
about  satisfying  customers.  As 
President  of  i-8oo- FLOWERS,  his 
company  handles  some  9  million 
orders  a  year.  Which  makes  Jim  a 
world  expert  on  delivery  and  customer 
service.  So  it's  no  wonder  what  his 
choice  is  for  personal  and  business 
transportation— Executive  Jet. 

At  Executive  Jet,  we  not  only  invented 
fractional  jet  ownership,  we've  spent 
ten  years  perfecting  it.  Today,  we're 
the  world  leader,  providing  the  largest 
fleet,  the  best  aircraft  and  unparalleled 
service.  Through  our  Netjets*  and 
Netjets®  Europe  programs,  we  can 
have  your  aircraft  ready  and  waiting 
at  any  one  of  5,000  airports  in  as  little 
as  four  hours.  Any  day  of  the  year. 
Guaranteed. 

It's  that  commitment  to  delivering 
exceptional  service  that's  won  over 
demanding  customers  like  Jim  McCann. 
Why  not  join  him?  Call  today  and  find 
out  how  easy  and  aftbrdable  the 
ultimate  in  personal  and  business 
transportation  can  be.  1-800-821-2299. 


]'im  McCann 


Judge  a  company  by  the  customers  it  keeps.     EXCCUtlVCji 


N    C    T   /    E    T   5 


Netlets^  and  Netlets'  Europe  are  products  of  Executive  Jet.  Gulfsti-eam  Shares^"  is  a  product  of  Executive  Jet  and  Gulfstream?  Fractional  aircraft  shares  are 
mid-range  and  large  cabin  business  jets  including  the  Citation  SIl,  Citation  V  Uira.  Citation  VII,  Havvker-8ooXP,  Hawker  looo,  Ciration  X  an4  Gulls 


FIXING       HEALTH       CARE       ISN'T 

EXACTLY      BRAIN      SURGERY. 

(if       only       it       WERE       THAT       EASY.) 

About  the  only  aspect  of  the  health  care  debate  any  two  people  might  agree  on  is  that 
the  system  needs  work.  Some  might  say  considerable  work.  That  said,  we'd  like  to  weigh 
in  with  a  few  ideas  of  our  own  since  we're  actually  in  the  position  to  do  something  about 
it.  ■  First  of  all,  the  paramount  focus  of  health  care  must  be  quality.  It  should  be  the  only 
reason  we're  in  this  business- to  help  raise  the  quality  of  care  not  just  for  our  members, 
but  for  all  Americans.  Which  is  why  we're  working  to  enable  a  level  of  health  care  never 
available  under  the  old  fee-for-service  system.  ■  Of  course,  we  can't  do  this  alone. 
So  we're  joining  with  academic  medicine  to  make  the  system  better.  That's  the  reason  we've 


pioneered  and  allocated  $15  million  to  fund  the  Academic  Medicine  and  Managed 
Care  Forum.  An  ongoing  gathering  of  our  experts,  and  those  from  more  than  30  of  the 
nation's  leading  universities  and  teaching  hospitals.  Including  Johns  Hopkins,  Yale, 
Emory,  Baylor  and  Stanford.  Together,  we're  seeking  new  ways  to  reach  out  and  help 
make  sure  patients  get  the  health  care  they  need.  ■  Already,  we  send  timely  reminders 
that  encourage  members  to  see  their  doctors  for  immunizations  to  prevent  illness  and 
to  get  screenings  that  help  physicians  diagnose  disease  early  enough  to  do  something 
about  it.  If  at  first  they  don't  respond,  we  remind  and  remind  again.  Just  one  result  is  a 
significant  reduction  in  late-stage  breast  cancer.  ■  To  better  manage  chronic  diseases, 
we've  created  outreach  efforts  that  have  reduced  asthma  emergencies  60%,  promoted 
eyesight-saving  laser  therapy  for  diabetics  and  improved  the  quality  of  life  for  people 
with  congestive  heart  failure.  ■  In  case  of  rare  illness,  our  National  Medical  Excellence 
Program"  assigns  a  nurse  case  manager  who  coordinates  access  to  some  of  the  nation's 
leading  specialists  and  hospitals,  when  appropriate  care  is  not  available  locally.  It's  our 
policy  and  it  should  be  everyone's.  ■  Frankly,  there's  more  work  to  be  done.  And  with 
the  stakes  so  high,  we're  obligating  ourselves  to  do  more  than  our  share  of  it.  Because  no 
matter  how  complex,  it  has  never  been  our  policy  to  turn  our  back  on  a    F^    #ri  iVl 


proI)lem.  Whether  it's  that  of  a  patient,  or  of  an  entire  health  care  system. 


US  Healthcare 

\(nril  tvl  Ix^tev  with  iisf 
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to  individual 
investors 


More  value  from  your  wealth 


Consider  your  assets:  Investments.  Business  interests. 
Real  estate.  Cash. 

At  J.R  Morgan,  we  help  you  evaluate  them  as  a  v/hole 
and  understand  how  they  interact.  We  dissect  and 
analyze  each  component,  and  unlock  their  value  by 
configuring  them  all  for  better  performance.  So  you 
get  more  out  of  them. 

We  offer  investment  management  on  a  global  scale. 
Standard-setting  research  across  asset  classes.  And 
innovative  investment  opportunities  created  for  our 
clients  alone. 

All  aimed  at  delivering  more  after-tax  wealth. 

No  firm  is  more  focused  on  your  needs  -  for  the  right 
solution,  for  objective  counsel,  and  for  unwavering 
commitment  from  a  skilled  advisor.  At  J.R  Morgan,  we've 
put  our  clients'  interests  first  for  more  than  a  century, 
earning  their  trust  and  their  business,  year  after  year. 

If  you  have  substantial  assets  and  would  like  to  find 
out  how  much  more  you  can  get  from  them,  please  call 
Mary  Jean  Koster  at  2 1 2-837-3595. 


J  P  Morgan 


a^^et  management    •   securities  research  &  sales    •   hedging  instruments    •    tax  structuring    •   estate  planning    •    liquidity  management 

©1997JP  Motgan&Co  Incofporated  J.P  Morgan  Securilies  Inc ,  member  SIPC  Morgan  Guaranty  Trust  Company  ol  New  York,  member  FDIC  JP  Moigan  isthemarkelingnametorJ.P  Moigan&Co  Incorporaled  and  ils  subsidiaries  worldwide.  Morgan  means  more*  is  a  service  mark  ol  J.  P  Morgan&Co  lrKorporale<1. 
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Gommentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


EXPANDING  THE  U.S.-JAPAN  SECURITY  ALLIANCE 

The  recent  expansion  of  the  U.S. -Japan  Defense  Co-     A  threat  to  what?   Because  the  U.S. -Japan  alliance  is 
operation  agreement  to  reinforce  our  securit)'  alliance  is     purely  defensive  in  all  its  terms,  it  could  only  be  seen  as 


good  news  for  the  U.S.  Despite  the  normal  trade  dis- 
putes— exacerbated  by  the  Administration's  rather 
heavy-handed  approach — between  our  two  countries, 
Japan  has  willingly  accepted  a  larger  burden  in  our  secu- 
rity partnership  for  the  future. 

The  new  agreement  requires  Japan's  military  to  provide 
noncombat  support  to  the  U.S.  outside  Japan's  borders 


a  threat  to  aggressive  moves  that  Beijing  may  be  con- 
templating, especialh'  against  Taiwan.  Although  Taiwan 
is  not  specifically  mentioned  in  the  pact  as  being  in  the 
"areas  surrounding  Japan,"  it  most  surely  is.  And  the 
new  guidelines  do  not  specifically  state  that  Japan  must 
not  help  us  if  there  is  an  attack  on  Taiwan. 
The  second  group  opposed  to  the  agreement  is  led  by 


should  a  conflict  involving  us  erupt  in  "areas  surrounding  the  head  of  the  secretariat  of  Japan's  Communist  party, 
Japan" — a  term  not  fiirdier  defined.  The  specifics  of  the  one  Kazuo  Shii,  who  foams  at  the  mouth  at  the  mere 
new  agreement  make  it  clear  that  Japan  will  fiirnish  valuable  prospect  of  Japan's  helping  us — even  so  much  as  by 
assistance  but  will  not  violate  its  constitution's  no-war     delivering  medical  supplies — were  there  to  be  a  conflict 

in  those  surrounding;  areas. 


clause.  For  example,  the  assistance 
will  be  in  the  form  of  sweeping  for 
mines,  conducting  search  and  res- 
cue missions  in  international  waters 
for  downed  U.S.  pilots,  using  Naval 
vessels  to  help  enforce  U.N.-autlio- 
rized  embargoes  and  sanctions, 
gathering  intelligence  firom  both 
international  waters  and  airspace 
and  helping  with  communications. 
Japan  will  also  let  us  use  its  civil- 
ian airports,  seaports  and  hospitals. 
The  agreement  specifically  states 
that  no  Japanese,  civilian  or  mili- 
tary, will  be  required  either  to  en- 


Revised  U.S.-Japan  security  alliance: 

Japan  takes  on  more  responsibility. 


The  third  group  is  in  the  U.S. 
and  is  made  up  of  tiiose  who  feel 
the  agreement  lets  Japan  off  too 
easily.  Japan  \\ill  not  be  putting  its 
soldiers'  li\es  at  risk,  while  we 
might  be.  But  tlie  reason  for  this  is 
our  insistence  tliat  Japan  renounce 
war  and  ban  the  use  of  force — a 
restiiction  that  has  been  in  effect 
since  1945.  Additionall)^  there  are 
diose  in  diis  group  who  say  the 
U.S.-Japan  security'  agreement  is 
"needlessly  provocatix  e"  to  China. 

If  this  sounds  similar-  to  the  ar- 


ter  combat  zones  or  to  provide  us  with  weapons  or  am-  guments  used  by  opponents  of  NATO  expansion  in  east- 
munition.  Most  of  this  is  a  codification  of  what  has  evolved  em  Europe  and  to  their  solicitude  for  Russian  demands, 
over  the  years  rather  than  any  radical  new  expansion  of  it's  because  it  is.  In  fact,  tiiere  are  some  who  suggest  that 
Japan's  military  role.  In  1981  we  agreed  with  Japan's  the  way  to  remove  Cliinese  opposition  to  the  security 
decision  that  Japan  should  be  responsible  for  defending  its  agreement  is  to  give  China  the  same  sort  of  appeasement 
sea-lanes  out  to  1,000  miles  fi-om  the  home  islands.  And  package  we  handed  Russia  at  Helsinki — \irtual  veto  over 
in  1987,  when  we  were  protecting  Kuwait's  oil  tankers  NATO  decisions,  backtracking  on  admitting  any  other 
from  Iranian  attacks  in  the  Persian  Gulf,  Japan  provided  countries  into  NATO  and  continuing  the  ban  on  seeking 


us  with  valuable  navigational  and  radar  assistance. 

Who  is  opposed  to  the  new  defense  guidelines?  Three 
groups  essentially — none  of  which  represents  or  supports 
our  real  interests  in  the  Pacific. 

First,  of  course,  is  China,  which  recently  has  been 
railing  against  the  existing  U.S.-Japan  pact  and  will  con- 
tinue to  act  like  an  angry  dragon  over  the  extension  of 
the  alliance.  Why?  Because  China  sees  it  as  a  "threat." 


any  effective  defense  against  strategic  or  tiieater- range 
missiles.  If  v\'e  offer  China  amthing  comparable  to  that  in 
pursuit  of  Mr.  Clinton's  standard  "please-all"  policies,  we 
will  be  putting  Japan,  Taiwan  and  oursehes  in  far  greater 
danger  than  we  are  in  now.  We  must  keep  in  mind  tiiat  at 
the  15di  Communist  Party  Congress  in  September 
China's  rulers  rejected  the  idea  of  die  establishment  of  the 
rule  of  law  by  firing  Qiao  Shi,  its  strongest  ad\ocate.    Hi 
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GM 


Always  wear  safety  belts,  even  with  air  bag 
©1997  GM  Corp.  All  rights  reserved. 
Cadillac,,  Eldorado,i,  Northstar,,,,  StabiliTrak,^, 
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Indeirendence: 


® 


Call  1-800-333-4CAD  or  visit 
our  Web  site  at  www.cadillac.com. 


From  the  moment  the  first  Eldorado  spun  tires  on  pavement, i 
its  combination  of  power,  luxury  and  unique  style  has  gripped 
the  American  imagination  lil<e  no  other  car.  Now  we'd  like  to 
introduce  you  to  the  latest  chapter  in  our  long-running  love 
affair  with  the  open  road — the  1998  Eldorado  Touring  Coupe 
with  the  Northstar  System. 

It  features  the  scenery-blurring  rush  of  a  300-horsepower 
V8.  The  astonishing  handling  advantages  of  StabiliTrak.  The 
sensual  elegance  of  soft  leather  and  Zebrano  wood.  And  an 
indelible  style  that  won't  be  mistaken  for  anything  else. 

Eldorado.  The  American  original.  For  the  special  few 
with  an  independent  streak  of  their  own. 

Eldorado 

Live  Without  Limits™ 


.. 
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Talking  tough 


BY  JUSTIN  DOEBELE 


Looking  for 
help  in  your 
next  verbal 
confronta- 
tion? Try  the 
hard-boiled 
lingo  of  Hong 
Kong. 


A  LOT  OF  Americans  learned  to  talk 
tough  from  the  movies.  There  was  a  time 
when  one  out  of  every  three  Ameri- 
cans could  do  a  passable  imitation 
of  a  line  Cagney  actually  never 
said:  "Yoo  dirty  rat!  Yoo  killed 
my  bruddah!"  The  next  genera- 
tion, faced  with  an  impending 
confrontation,  could  automati- 
cally recite  Clint  Eastwood's 
murderous  mantra:  "Go  ahead, 
punk,  make  my  day."  There 
must  be  plentiful  examples 
around  today,  but  the  only 
one  that  comes  to  mind 
is  a  recent  Schwarz- 
eneggerism —  " 

"Yooah  lug- 
gage!"   This 
works  only  if 
you've  just  totaled  a 
humongous  crocodile. 

Recently,  however,  there's  been  an  explo- 
sion of  martial  arts  flicks  from  Hong  Kong 
that  offer  today's  youth  a  fresh  and  colorful 
assortment  of  hard-boiled  lingo.  Herewith  a 


fe\\'  choice  candidates — taken  direct- 
ly from  the  Enghsh  subtitles  of  some 
yet-to-be-released     Hong     Kong 
shoot-'em-ups: 

"Take  my  ad\'ice,  or  I'll  spanJ<: 
you  without  pants!" 

"Your  bones  are  going  to  be 
disconnected." 

"If  you  don't  come  out,  I'll 
fire  aimlessly." 

"I  am  sure  you  will  not 

mind  that  I  remo\'e  your 

manhoods     and     leave 

them  out  on  the  dessert 

floor  for  vour  aunts  to 

eat!" 

"Yah-hah,  evil  spi- 
derwoman!     I     have 
captured  you  by  the 
short  rabbits  and  can 
now  deliver  you  vio- 
lently to  your  gynecolo- 
gist for  a  thorough  extermination." 

If  using  this  lingo  doesn't  intimidate  your 
ad\'ersaries,  it  will  at  least  bewilder  the  hell  out 
of  them. 


'^Love  is  playing  with  fire'' 


BY  KATBINA  BURGEB 


So  you  want 
to  be  a  rebel? 
Smoke  a 
cigarette. 
*1t's  always 
worth  taking 
risks,"  claims 
the  TV 
commercial. 


When  the  subject  of  teens  and  smoking  comes 
up,  cigarette  marketers  tend  to  rely  on  coy 
denials.  Encourage  teens  to  smokc.^  Us.>  Never 

But  how  about  the  new  ad  campaign  for 
British  American  Tobacco  Industries'  sub- 
sidiary's Free  cigarettes  in  Brazil,  where  laws 
on  cigarette  advertising  are  lax.  Not  only 
does  it  make  light  of  the  dangers  of  smok- 
ing, it  turns  it  into  an  act  of  fashionable 
rebelliousness:  "It's  always  worth  taking 
risks,"  purrs  a  gorgeous  dancer  in  one  of 
the  new  Free  commercials  created  by 
Ogihy  &  Mather's  Rio  branch  office. 

In  another,  a  young  woman  lights  up  and 
announces:  "Love  is  playing  with  fire." 
Echoes  another  kid:  "First  we  go  crazy,  then 
we  see  what  happens." 

"It  sounds  like  something  out  of  Dickens," 
says  Ad  A^cs  ad  critic  Bob  Garfield.  "They  prey 
on  children."  With  ads  like  these,  how  long  will 
it  be  before  someone  in  Brazil  decides,  "There 
oughta  be  a  law"?  WM 
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Digital  George  J 
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Ry  Katarzyna  Moreno  and  Ben  Pappas 

( "an  Chief  Executive  Ge()rge  Fisher  bring  back  Kodak's 
moment?  Our  readers  responded: 

Should  Fisher  engage  in  a  price  war 
to  recapture  business  lost  to  Fuji? 

Tn  rhe  early  1980s  Kodak  didn't 
really  give  Fuji  a  second  look. 
Kodak's  current  problems  are  a 
result  of  this  1980s-st\de  manage- 
ment.... The  trust  in  the  qualit\'  of 
Kodak  products  is  established,  but  con- 
sumers are  used  to  bargaining  for  everything  from  food 
to  technology'.  Get  the  picture,  George.^..ln  this  market 
it's  all  about  advertising.  Kodak  has  to  bring  back  the 
stars  that  made  the  company,  like  Bill  Cosby 


Will  paper  prints  survive 

digital  imaging? 

As  surelv  as  film  followed  the  glass 

plate,  electronics  will  wipe  out 

current  photographic 
markets.... Companies  should  use 


^Yes  ^No         ^ 


I  don't 
know 


Next  on  Pulse  at  www.forbes.com: 

Scott  McNealy,  Bill  Gates  and  the  Java  lawsuit. 


the  digir.ll  medium  ro  promote  and  enhance  paper 
photos.  Most  newspapers  ha\e  not  stopped  the  presses 
now  that  they  are  on-line  with  the  Web....  Digital  pho- 
tography is  pointless  without  the  proper  screen.  It's  like 
watching  The  Wizard  of  Oz  on  an  old  black-and-white.... 

Will  Kodak  dominate 
digital  photography? 
Kodak's  digital  pictures  are 

V"^^^       the  best.  They  will  not  only 
2«%  dominate  digital  photography, 

but  wipe  out  microfilm.... 
Kodak  must  focus  on  film.  Coca- 
Cola  is  the  number  one  soft  drink  in  the  world 
because  they  focus  on  what  macie  them  great.  Pepsi- 
Cola  is  not 
number  one 
because  they 
focused  on 
tacos  and 

pizza Kodak's 

situation  is  remi- 
niscent of  the 
strategic  fiascos 
of  Xerox.  Xerox 
originated  the 
graphical  user 
interface  and 
had  a  leading 
word  processing 
system — and  still 
completely 
missed  the  PC 
market IH 
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Current    289.8^  Previous  289.2  Percent  change     0.2% 


Unlike  Federal  Reserve 
Chairman  Alan  Greenspan, 
James  Paulsen,  chief  invest- 
ment officer  at  Norwest 
Investment  Management  in 
Minneapolis,  is  not  worried 
about  inflation.  Paulsen 
expects  only  a  2.2%  rise  in 
core  consumer  prices 
(excluding  energy  and  food) 
this  year  and  1.5%  and 
then  1%  increases  in  1998 
and  1999,  respectively. 
Reason  for  Paulsen's  opti- 
mistic outlook:  Excess  man- 
ufacturing capacity  will 
keep  prices  low. 
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To  get  a  grasp  on  international  insurance,  you  need  local  access  with  global  capabilities.  "«? 

That's  why  we  provide  flexible  coverage  that  can  expand  as  your  business  grows.  So  for  a  single  resource  for 
property  and  casualty  insurance  in  over  120  countries,  Royal  is  an  easy  decision  to  reach. 


.  member  of  the  worldwide  Royal  8c  SunAlliance  Insui-ance  Group  pic 
)1997  Royal  Insurance,  Charlotte,  NC  28273.  www.royal-usa.com 
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The  King  boys  sure  know  how  to  sell, 
but  they  couldn't  sell  their  own  company. 
Never  mind.  If  they  can't  sell— they'll  buy. 


Oprah,  Bairbira  and  Roseanne 


By  Seth  Lubove 

When  Michael  King  was  a  high  school  discus  thrower, 
he  advised  a  reporter  under  deadline  not  to  worry:  Just 
write  that  King  was  the  winner,  even  though  the  event 
hadn't  taken  place  yet. 

King  didn't  lack  for  self-confidence.  He  still  doesn't. 
Now  49,  the  barrel-chested  chief  executive  of  King  World 
Productions,  Inc.  is  telling  investors  to  consider  that  his 
company  has  already  achieved  something  it  has  only  start- 
ed to  try. 

King  World  is  virtually  a  one-product  company,  heavi- 
ly dependent  on  three  TV  shows:  The  Oprah  Winfrey  Show, 
Wheel  of  Fortune  und  Jeopardy!  (see  table,  opposite).  King 
says  it  will  lessen  this  dependency  with  new  shows. 
The  shows  haven't  been  made,  and  this  is  a  chancy  | 
business,  but  King  is  talking  as  if  the  money  were 
already  in  the  bank. 

King  World  is  aptly  named.  Michael  King  is  chief 
executive  officer,  his  older  bother,  Roger,  is  chair- 
man, and  two  other  siblings,  Diana  and  Richard,  are 
on  the  board.  Together  they  own  a  quarter  of  the 
37.5  million  common  shares.  King  World  has  rev- 
enues of  $667  million  (expected  for  fiscal  1997)  and 
a  current  market  cap  of  $1.7  billion. 

The  business  was  started  by  the  late  Charles  King, 
a  consummate  salesman  and  top  radio  syndicator,  who 
owned  the  old  Little  Rascals  series.  Today,  King  World 


peddles       non-prime-time 
television    fare    here    and 
abroad,  providing  some  30 
hours  of  television  every 
week,  a  minor  network  in 
its  own  right. 

King     World's     weak 
point  is  that  The  Oprah 
Winfrey  Show  contributes 
40%    of   revenues    and 
probably   much    more 


The  Kings  were  left  at  the  altar  each  time  when 
their  potential  acquirers  were  themselves  sold. 
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Brothers  Roger  (left) 
and  Michael  King 
Star  power  is  worth  only 
so  much.  Lower  costs  and 
higher  earnings  would  be 
than  that  of  profits,  and      big  hits  with  investors,  too. 
Oprah  is  very  much  her  own      ^^^H 
person.  She  dithered  until 

the  last  moment  about  continuing  with  King  World 
beyond  the  1998  season.  She  finally  did — but  she  will  be 
getting  a  bigger  share  of  the  take  as  a  result  of  her  origi- 
nal contract  with  King  World. 

Not  to  worry,  the  ever- brash  Michael  King  is  telling 
analysts  and  investors:  We're  going  to  diversify  the  hell 
out  of  this  company. 

He  points  to  the  company  bank  account:  $800  million 
in  cash  and  SI. 8  billion  in  good-as-gold — but  unbilled — 
receivables.  The  Kings  have  brought  in  Michael  Speiss- 
bach,  a  former  Wesray  Capital  partner  of  William  Simon, 
to  vet  potential  deals. 

To  prove  to  skeptics  that  this  is  more  than  just 
a  cozy  family  outfit,  Michael  King  relinquished  his 
title  as  president  to  the  newly  hired  Jules  Haimovitz, 
who  previously  labored  at  Spelling  Entertainment, 
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Viacom  and  ITC  Entertainment  Group. 

But  first  the  Kings  tried  to  peddle  their  company.  In 
1995  Congress  repealed  the  old  rules  that  forbade  major 
networks  from  airing  shows  in  which  they  had  a  financial 
stake.  That  meant  that  the  networks  would  no  longer  be 
dependent  for  programming  on  independent  companies 
like  King  World.  The  Kings  were  worried  enough  at  first 
to  try  to  sell  out  to  Ted  Turner  for  around  $2  billion, 
then  to  seek  the  tender  mercies  of  Ronald  Perelman's 
New  World  Communications  Group  in  a  deal  reportedly 
worth  $1.5  billion. 

The  Kings  were  left  at  the  altar  each  time,  when  their 

I  potential  acquirers  were  themselves  sold — Turner  to 

?  Time  Warner  and  New  World  to  News  Corp.  "Quite 

fi-ankly,  we  got  screwed  around  a  bit,"  grumbles  Roger 

King,  53,  from  his  Boca  Raton,  Fla.  home. 

So  now  the  Kings  want  to  let  the  world  know  that 
they  can  stand  on  their  own,  no  problem.  Stock  is  merger 
currency,  and  in  their  current  urge  to  merge,  the  Kings 
want  to  keep  that  stock  price  high. 

The  brothers  and  Haimovitz  have  decided  to  produce 
television  movies  and  miniseries  for  prime  time,  a  first  for 
the  company.  They've  already  signed  Barbra  Streisand's 
Barwood  Films  for  television  movie  deals.  Comedienne 
Roseanne  has  signed  for  a  new  talk  show  that  King  World 
will  coproduce  beginning  next  fall.  In  partnership  with 
Sony,  Jeopardy!  and  Wheel  of  Fortuned  producer.  King 
World  is  planning  a  dusted-off  Hollywood  Squares  game 
show  featuring  movie  stars,  pro  athletes  and  music  stars. 

The  Kings  are  two  persuasive  guys.  CBS  and  NBC  sta- 
tions have  bought  the  new  ventures  sight  unseen.  But 
now  the  Kings  must  persuade  investors  not  to  be  dis- 
couraged by  the  big  jump  in  costs  occasioned  by  these 
new  ventures.  Until  license  fees  and  ad  revenues  from  the 
new  shows  kick  in,  earnings  will  likely  remain  fiat  or  even 
down.  If  the  new  shows  flop,  a  lot  of  market  value  goes 
down  the  drain. 

Will  they  flop?  The  Bungs  seem  to  understand  what  sells 
in  the  hinterlands.  While  Michael  works  the  HoUwood 
circuit,  Roger  spends  much  of  his  time  chatting  up  sta- 
tion managers. 

Famous  for  knowing  individual  markets  and  for  keep- 
ing files  on  every  television  station,  Roger  can  recite  a  sta- 
tion's ratings  for  the  slot  preceding  one  of  King's  shows, 
the  ratings  afterward,  and  why  the  manager  should  buy 
another  King  show  to  boost  his  ratings  even  more.  If  a 
King  show  isn't  catching  on  in  a  market,  the  Kings  will 
spend  their  own  money  on  local  promotions. 

"He's  a  Damon  Runyon  character,"  says  William  Ryan, 
head  of  Washington  Post  Co.'s  six-station  group,  of 
Roger.  "He's  bombastic,  and  he's  fiill  of  energy.  He  never 
lets  you  forget  you  made  a  helluva  deal,  even  though  he's 
taken  your  money  and  run  to  the  bank  with  it." 

The  self-confident  Michael  is  no  slouch  of  a  salesman 
himself  After  a  Fobjbes  reporter  managed  to  break  away 
from  a  four- hour  interview,  King  phoned  him  repeatedly  to 
reinforce  the  pitch.  He  had  both  Roseanne  and  Streisand 
phone  in  testimonials  of  their  own.  "They  pursued  us  the 
most,"  says  Streisand  of  the  hard-selling  Kings. 

If  their  new  product  is  as  good  as  their  pitch.  .  .  .     WM 


Kings,  queens  and  game  shows 

1996-97  season 

King  World's  stable  of  shows  includes  three  of  the  top  four  syndicated 
programs  in  the  nation.  Can  the  King  brothers  score  more  hits  with 
Roseanne's  talk  show  and  an  uodated  version  of  Hollywood  Squares? 
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Wheel  of  Fortune 
204  99.2 


41.1 


Number     Percentage     Number 
of  of  U.S.  of  weekly 

stations     households     viewers  (mil) 


American  Journal 
102  81.3 


11.5 


Jeopardy! 
197 


98.7 


31.8 


Geraldo 

108  78.1 


8.4 


The  Oprah  Winfrey  Show 
206  99.8  30.0 


Roseanne 
110     80.6 


Inside  Edition 
144  89.4 

•Premiering  in  fall  1998. 


19.4 


Hollywood  Squares 
24  38.9 
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MARKETS 


When  the  stock  market  crashed  ten  years  ago,  the  media  berated  President  Reagan 
for  his  inaction.  Reagan  was  doing  exactly  the  right  thing. 


Black  Monday  and  red  faces 


By  James  W.  Michaels 

Oct.  19,  1987  was  a  stom- 
ach-twisting day  for  Wall 
Street  and  the  nation.  In  a 
single  trading  session  the 
Dow  Jones  industrials 
dropped  508  points,  and 
$480  billion  in  market  value 
was  expunged.  The  euphoria 
of  a  five-year  bull  market  was 
shattered. 

That  crash  scared  the  beje- 
sus  out  of  the  American 
people,  but  with  hindsight 
we  know  it  provided  one  of 
the  greatest  buying  opportu- 
nities of  all  time.  Had  you 
purchased  $10,000  worth  of 
a  simple  index  fund  after  the 
crash  and  reinvested  the  div- 
idends, you  would  have 
almost  $50,000  today. 
That's  a  compounded  annual 
return  of  17%. 

But  that  wasn't  what 
people  were  thinking  in  late 
October  1987.  They  were 
looking  back,  not  forward. 
Was  it  Black  Tuesday  1929 
all  over  again?  Publications 
ransacked  their  morgues  for 
descriptions  of  the  Great  Crash.  Few 
predicted  another  Great  Depression, 
but  many  predicted  that  the 
crash  would  severely  damage  the 
economy. 

In  its  first  issue  after  the  crash, 
Business  Week  headlined:  "That 
rumble  you  hear  [from  Wall  Street] 
is  called  'recession.'" 

BW's  reaction  was  typical  of  the 
punditry.  Editorial  pages  were  hill  of 
demands  that  the  government  act. 
Fortune  magazine  suggested  a  big 
increase  in  consumption  taxes, 
including  on  gasoline.  The  august 
New  York  Times  weighed  in  with  an 
editorial  criticizing  President  Reagan 
for  staying  cool.  The  night  of  the 
crash  he  had  declared  that  the 
"underlying  economy  remains 
sound."  Intoned  the  Times:  "With 


The  almost  hysterical  reaction 
to  the  crash  had  damaged  con- 
fidence. A  year  later  the  Dow 
had  recovered  ahout  half  what 
it  had  lost  on  Black  Monday. 


the  fire  alarm  wailing  on  Wall  Street 
and  the  country  anxious  for  leader- 
ship, it  gets  an  astonishing  rerun  of 
Herbert  Hoover." 

But  there  was  no  recession  and — 
not  then  at  least — no  tax  increases  or 
major  policy  changes.  President 
Reagan  stuck  to  his  course.  The 
economy  scarcely  missed  a  beat.  In 
their  haste  to  draw  conclusions,  the 
pundits  had  forgotten  Paul  Samuel- 
son's  dictum  that  the  stock  market 


I  has  correctly  forecast  nine  of 
I  the  last  five  recessions. 

1  On  a  TV  panel  at  the  time, 

2  I  remarked  that  I  had  rarely 
I  seen   such    a   bad   case    of 

media  overreaction  as  that 
which  followed  Black 
Monday.  My  fellow  panelists 
did  not  agree. 

What  about  Forbes?  We 
wish  we  had  shouted  "Buy, 
buy,  buy! "  We  didn't,  but  we 
kept  our  senses.  Our  first 
issue  after  the  crash  was  enti- 
tled "Picking  up  the  pieces"; 
Steve  Forbes  dismissed  reces- 
■^  sion  talk  by  pointing  out 
that,  provided  the  govern- 
ment did  nothing  stupid,  the 
aftermath  would  more  close- 
ly resemble  1962,  when  the 
market  crashed — but  the 
economy  didn't — and  the 
stock  market  resumed  its 
rise. 

Of  course,  our  long-term 
house  pessimist,  columnist 
Ashby  Bladen,  s^id  "I  told 
you  so,"  but  columnist 
David  Dreman  disagreed: 
"There  will  be  further  tremors, 
but  the  stock  market  is  full  of 
good  values."  He  singled  out 
Aetna,  Pfizer,  American  Home 
Products,  Chrysler  and  Ford. 
Pfizer  was  then  selling  at  ten  times 
earnings,  Chrysler  at  four  times. 

In  our  next  cover  story,  on  the 
stands  Nov.  16,  1987,  with  the 
aftershock  still  lingering,  we  dealt 
with  the  doomsayers.  Susan  Lee's 
article  explained  "Why  the  market 
crash  won't  cause  a  recession." 

But  the  almost  hysterical  reaction 
to  the  crash  had  damaged  confi- 
dence. The  stock  market  didn't  gain 
much  for  the  rest  of  1987,  and  a  full 
year  later  the  Dow  industrials  had 
recovered  less  than  half  of  what  they 
had  lost  from  their  1987  high.  The 
media  drumbeat  remained  somber. 
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Why  were  most  of  the  media 
glooming  about  recession  rather 
than  pointing  out  the  tremendous 
values  in  stocks? 

The  answer  to  that  question  is  in 
our  cover  story  in  this  issue.  Dinesh 
D'Souza  recalls  how  deeply  much  of 
the    media    and    the    intellectuals 


despised  Ronald  Reagan.  However 
painful  a  recession  might  be,  it 
would  at  least  confirm  their  negative 
view  of  Reaganism.  It  would  serve 
him  right,  that  actor,  that  dumbbell. 
Time  magazine  gave  the  game 
away  in  its  issue  of  Nov.  2,  1987. 
Here's  what  the  magazine  said,  and 


I  haven't  changed  a  word:  "VVi 
crashed  was   more   than  just  ti 
market.   It  was  the  Reagan  Illu- 
sion... he     stayed     a     term     too 
long...  [his]  dream  of  painless  pros- 
perity has  been  punctured." 

No,  Time.  What  was  punctured  was 
the  myth  of  media  objectivity.         ^ 


COMPANIES 


A.R.  Baron  was  a  particularly  dirty  bucket  shop.  Its  collapse 

has  the  regulators  probing  its  clearing  firm— the  mighty  Bear  Stearns. 


Waiting  iot  the  otheir  shoe  to  drop 


By  Gretchen  Morgenson 

Five  months  have  passed  since 
bucket  shop  A.R.  Baron  and  its  prin- 
cipals were  indicted  for  stealing 
more  than  $75  million  from  in- 
vestors. That  outfit,  says  Manhattan 
District  Attorney  Robert  Mor- 
genthau,  was  more  a  criminal  enter- 
prise than  a  brokerage  house. 

All  of  which  has  been  extremely 
embarrassing  for  the  global  invest- 
ment firm  of  Bear  Stearns  Cos.  Inc. 
The  publicly  traded  investment  giant 
served  as  clearing  firm  to  A.R.  Baron. 
That  is,  it  handled  trades  and  paper- 
work for  Baron  as  it  does  for  more 
than  200  other  brokerage  firms,  and, 
in  effect,  let  it  use  its  capital.  As 
against  Bear  Stearns'  market  capital- 
ization of  more  than  $6.6  billion, 
A.R.  Baron  was  petty  cash.  But  it 
may  spell  big  trouble. 

In  its  latest  form  lO-K  filed  with 
the  sec  Sept.  29,  Bear  Stearns  states: 
"In  connection  with  investigations 
concerning  the  A.R.  Baron  broker- 
age firm.  Bear  Stearns  and  Bear 
Stearns  Securities  Corp.  have 
received  formal  and  informal 
inquiries  from  various  regulatory 
and  governmental  agencies.  Bear 
Stearns  is  cooperating  with  these 
inquiries." 

Note  that  last  sentence.  About  a 
week  later  Bear  Stearns  filed  an 
amendment  to  the  lO-K.  This  time 
the  final  sentence  was  missing.  The 
paragraph  now  reads:  "In  connec- 
tion with  investigations  concerning 
the  A.R.  Baron  brokerage  firm  and 
other    correspondent    firms,    Bear 


Stearns  and  Bear  Stearns  Securities 
Corp.  have  received  formal  and 
informal  inquiries  from  various 
regulatory  and  governmental  agen- 
cies." Besides  dropping  the  final 
sentence,  the  amended  filing  added 
the  phrase  "other  correspondent 
firms,"  suggesting  that  other  Bear 
Stearns  clearing  customers  were 
being  probed. 

Yet  another  question  arises  fi-om 
Bear  Stearns'  latest  10-K.  It  states 
that  the  legal  proceedings  referred 
to  in  the  10-K  "will  not,  individual- 
ly or  in  the  aggregate,  have  a  mate- 
rial adverse  effect  on  the  company's 
financial  position." 

What  gives?  Is  the  probe  broad- 
ening? And  does  dropping  that  sen- 
tence mean  that  Bear  Stearns  is 
refusing  to  cooperate  witli  the  cops? 
And  how  can  the  firm  say  the  inves- 
tigations won't  have  a  material 
adverse  effect  on  the  financial  posi- 
tion when  Bear  Stearns  gets  a 
reported  25%  of  its  profits  from 
clearing  for  other  firms? 

Wc  asked  Bear  Stearns'  chief 
counsel,  Mark  Lehman,  for  an 
explanation  of  why  the  firm 
dropped  the  sentence  about  cooper- 
ating. We  received  back  a  gobbledy- 
gook  faxed  statement  from  the  firm 
that  said:  "Because  Bear  Stearns 
does  not  know  what  all  the  investi- 
gations into  other  correspondent 
firms  are,  we  could  not  say  that  we 
were  cooperating  fully  with  all  the 
investigations." 

In  a  statement  tliat  seems  to  differ 


from  what  the  firm  said  in  its  10-K, 
the  faxed  statement  admitted  that 
the  firm  was  under  investigation.  It 
said:  "The  district  attorney  has 
advised  us  that  his  investigation  into 
the  circumstances  surrounding  the 
A.R.  Baron  matter  and  Bear  Stearns' 
role  is  still  continuing."  Adding,  of 
course:  "We  continue  to  maintain 
that  our  actions  were  legal  and  we 
have  done  nothing  wrong." 

It  could  be  a  coincidence,  but  in 
September  Richard  Harriton,  boss 
of  Bear  Stearns'  clearing  operation, 
sold  $1.27  million  of  Bear  Stearns 
stock,  14%  of  his  holdings.  Hi 


Bullish  on  the  Bear 
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Bear  Stearns'  stock  has  risen  in 
tiie  past  six  montlis  on  brolterage  firm 
buyout  talk.  So  wliy  are  a  raft  of  insid- 
ers eageriy  unioading  titeir  shares? 
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COMPANIES 


Not  everything  Bill  Gates  touches  turns  to  gold. 


How  do  you  make  money  from  the  "Mona  Lisa"? 

Tasteful.  Unprafitable. 
Microsoft.^ 


By  Rita  Koselka 


Corbis 

co-presidents 
Steven  Davis 
and  Anthony  Rojas 
Lots  of  art  from 
the  Hermitage  in 
St.  Petersburg 
and  tiie  National 
Gallery  in 
London,  but  not 
a  lot  of  buyers. 


LONG  BEFORE  Microsoft  invested  in 
Apple,  Steve  Jobs  was  famous  for  his 
Bill  Gates  "has  no  taste"  insult.  It's 
a  bit  of  a  stretch  to  say  that  about 
the  guy  who  went  on  to  own  some 
of  the  world's  most  famous  images. 
Not  just  owning  them,  but  going  to 
great  lengths  to  bring  them  to  the 
masses.  In  1989  Gates  set  up  pri- 


vately held  Corbis  Inc.  (originally 
Interactive  Home  Systems)  to  create 
a  system  that  would  beam  great  art 
onto  the  walls  of  your  home. 

Corbis  (Latin  for  woven  basket) 
bought  up  major  photographic  col- 
lections, including  the  Bettmann 
Archive,  and  obtained  the  right  to 
reproduce  images  of  paintings  and 


other  artworks  owned  by  the  Her- 
mitage Museum  in  St.  Petersburg 
and  the  National  Gallery  in  London, 
and  some  of  the  works  of  the 
Detroit  Institute  of  Arts.  Corbis 
spent  a  reported  $100  million  on 
the  acquisitions.  The  company  has 
scanned  1  million  images  into  digi- 
tal form  and  cataloged  them  in  an 
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extensive  database. 

So  far,  the  only  installed  system  is 
in  Bill  Gates'  house.  "It's  certainly 
been  a  much  slower  business  oppor- 
tunity than  he  [Gates]  thought  ini- 
tially," concedes  Steven  Davis, 
Corbis  co-president. 

Corbis'  output  thus  far:  six  award- 
winning  CD-ROMS,  including  Leonar- 
do da  Vinci,  FDR  and  A  Passion  for 
Art:  Renoir,  Cezanne,  Matisse  and 


Dr.  Barnes.  The  cd-roms  are  exquis- 
itely made,  have  easy  interfaces  and 
use  state-of-the-art  technology.  And 
the  company  hasn't  earned  a  dime. 

Corbis  entered  the  market  during 
a  shakeout  in  the  cd-rom  business. 
Sales  of  CD-ROM  games  anci  educa- 
tional software  are  expected  to  grow 
22%,  to  $1.7  billion,  this  year,  but  of 
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the  more  than  5,000  titles  produced 
annually  only  about  4%  make  money, 
according  to  Dataquest  analyst 
Daniel  Lavin.  Corbis'  products  were 
not  among  the  lucky  4%. 

"Corbis'  content  is  excellent,  but 
it  is  coffee-table-book  type  stuff," 
says  Joseph  Garber,  a  Forbes  colum- 
nist and  a  judge  for  the  NewMedia 
Invision  Awards,  one  of  the  indus- 
try's most  prestigious  honors. 

Bill  Gates  decided  this  summer 
that  Corbis  had  better  figure  out 
how  to  make  money,  not  just  spend 
it.  Chief  Executive  Officer  Douglas 
Rowan  resigned  and  was  replaced  by 
a  two-man  office  of  the  president: 
Davis,  39,  a  lawyer  specializing  in 
intellectual  property,  and  Anthony 
Rojas,  34,  a  c;pa  who  oversees  oper- 
ations. Their  first  act:  to  mothball 
the  CD-ROM  business. 

Having  dropped  cd-roms,  Corbis, 
like  Microsoft  itself,  is  betting  that 
the  future  is  the  Internet.  With  the 
new    Internet    Explorer   4.0    that 

Corbis,  like  Microsoft  itself,  is 
betting  that  the  future  is  in 
developing  a  consumer  market 
on  the  Internet. 


debuted  in  September,  Corbis  intro- 
duced Trip,  its  on-line  travel  site. 
Trip  will  feature  a  destination  every 
week,  with  a  series  of  images  that 
can  sit  on  your  desktop  and  be 
sorted  by  subjects — such  as  people, 
food  or  art  and  architecture.  The 
pictures  are  updated  daily. 

That's  only  the  first  of  many  offer- 
ings, according  to  David  Rlieins,  vice 
president  of  Corbis  Productions — 
the  consumer  arm  of  Corbis — who 
came  on  in  July.  "We  think  there's  a 
market  for  still-image-based  sites," 
says  Rlieins.  "Think  of  Life,  Nation- 
al Gcojjraphic  or  People  magazine." 
In  addition,  Corbis  View,  its  on-line 
database  and  archive  service,  pre- 
miered in  March.  Davis  expects  it  to 
boost  Corbis'  sales  to  professional 
publishers. 

While  acknowledging  that  the 
outlays  have  tar  exceeded  the  intake, 
Davis  cautions:  "You  never  know  if 
Bill  won't  be  right  in  the  end."  No, 
you  don't.  ■■ 


INVESTING 


Even  when  they 
come  heavily 
wrapped  in  debt, 
wine  IPOs  pnce 
dear  these  days. 


Uncorking 
Beringer 

A  BOUNTIFUL  HARVEST  in  California's 
wine  country  should  lend  a  nice  bou- 
quet to  the  industr\''s  second  big  stock 
market  debut  of  the  1990s,  Beringer 
Wine  Estates. 

Maybe  it's  the  glamour  of  the  busi- 
ness, but  the  public  seems  to  have  a 
nice  thirst  for  these  issues.  Robert 
Mondavi  Corp.  (Forbes,  Oct.  23, 1995) 
got  to  market  first  and  is  trading  at  3 1 

times  fiscal  1997 
earnings. 
Beringer,  also 
based  in  Napa 
Valley,  mirrors 
Monda\i  in  size 
and  range  of 
smartiy  marketed 
brands,  from  $5 
to  over  S60  a 
bottle.  Though 
Beringer  lacks  the 
persona  of  a  patriarch  like  Bob  Mon- 
davi, it  does  have  Rhine  House,  home- 
stead of  the  oldest  continuously  run- 
ning \\inery  in  California  and  Napa's 
single  biggest  \isitor  draw. 

At  an  expected  $24.50  a  share, 
Beringer's  offering  would  be  priced  at 
22  times  pro  forma  earnings.  The  dis- 
count to  Mondaxi  in  part  reflects  con- 
cern over  Beringer's  debt  load,  which 
should  still  be  S252  million  afi:er  the 
IPO,  nearly  equal  to  1997  revenues  of 
$269  million  (Mondavi's  debt-to-sales 
ratio  at  its  IPO  and  today  is  under  6). 
Blame  Beringer's  expansive  vineyard 
holdings — 9,400  plantable  acres,  versus 
6,500  for  Mondavi — plus  debt  resulting 
from  a  1995  buyout  from  Nesrie  S.A. 
by  management  and  financier  David 
Bonderman's  Texas  Pacific  Group.  At 
$24.50,  TPG,  vviiich  also  controls  Conti- 
nental Airlines,  will  show  a  paper  profit 
(it  can't  sell  (or  six  months)  of  about 
$200  million  on  shares  it  bought  for 
about  $5.  Old  wine  in  new  bottles  tor 
those  guv's.  Will  the  stock  age  as  w-eL!  at 
these  prices?  -TiM  W.  Ferguson  ■■ 


k 

FINANCE 


Montana  wants  to  become  the  next  offshore 
banking  haven.  No,  we're  not  kidding. 

Rocky  mountain  high 


By  Brigid  McMenamin 


i»«' 


'i'i/SSf^^ 


Say  you  are  a  Tai- 
wanese businessman  looking  to  tuck 
your  assets  away  from  prying  eyes, 
creditors  and  most  taxes.  Where  do 
you  go.'  Switzerland.^  The  Isle  of 
Man?  Possibly  the  Caymans?  How 
about  packing  up  your  cash,  dia- 
monds and  bonds  and  heading  for 
Montana  instead? 

At  least  that's  the  hope  of  Montana 
legislators,  who  want  to  raise  rev- 
enues to  meet  the  state's  $5  billion 
budget  without  raising  income  or 
property  taxes  on  roughly  850,000 
residents.  To  do  that,  Montana  is 
trying  to  foster  "depositories,"  where 
rich  foreigners  can  stash  precious 
metals  and  other  assets  in  state-char- 
tered caches  run  by  private  licensees. 

Here's  the  concept:  Under  the 
Foreign  Capital  Depository  Act, 
signed  into  law  in  the  spring,  a 
would-be  depository  owner  pays  a 
$50,000  license  fee  to  the  Montana 
Commerce  Department,  a  $10,000 
annual  charge,  plus — the  real  gra\y — 
a  tax  equal  to  1.5%  of  deposits,  all 
passed  along  to  depositors  in  fees. 

For  foreigners  willing  to  pay  the 
fees  and  the  tax,  the  state  of  Montana 
will  ask  few  questions  and,  with  some 
exceptions,  protect  against  inquisitive 
tax  collectors  or  angry  spouses. 

All  this  is  the  brainchild  of  retired 


Santa  Barbara  banker 
Robert  Svoboda,  71,  who  grew  up  in 
Big  Sk)'  country  and  owns  a  500-acre 
cattle  ranch  there.  Nobody  took  him 
seriously  until  Marc  Racicot  was 
elected  governor  in  1992.  A  Repub- 
lican with  a  healthy  mistrust  of  feder- 
al regulation,  Racicot  (pronounced 
ROSS-CO )  liked  the  idea  and  recruited 
Michael  Sprague  to  champion  it. 

Sprague,  a  maverick  Republican 
state  senator  and  pawnshop  owner 
from  Billings,  convinced  the  Mon- 
tana legislature  to  pass  a  resolution 
granting  him  a  committee,  two 
researchers,  a  couple  of  secretaries 
and  $17,000  to  work  up  a  proposal 
for  the  depository  scheme.  Just  weeks 
after  the  resolution  passed,  Sprague 
says,  a  Livingston,  Mont,  man  "who 
represents  Arab  investors"  stepped 
forward,  claiming  he  could  produce 
$300  million  in  deposits. 

Sprague,  53,  soon  began  publicly 
predicting  that  the  depositories  might 
bring  the  state  $1  billion  in  revenues 
each  year.  The  Depository  Act  passed 
the  state  legislature  by  a  wide  margin. 

The  feds  freaked.  "What  are  you 
planning  to  do,  secede?"  reportedly 
demanded  Roger  Weiner,  former 
chief  of  enforcement  for  the  Treasury 
Department's  Financial  Crimes 
Enforcement  Network.  Some  voters, 


who  happened  to  work  for  the  Inter! 
nal  Revenue  Service  and  the  Federal 
Bureau  of  Investigation,  warned  thaj 
the  depositories  would  become 
magnet  for  drug  money  and  otheij 
tainted  riches. 

No  matter.  Billings  real  estate 
developer  Brian  Kurth,  who  has  done 
business  in  Asia  selling  oil  wells  anc 
buying  furniture,  says  he  knows 
plent)'  of  Chinese  "people  who  make 
litde  plastic  doohickeys"  who  would| 
be  delighted  to  stash  their  wealth  ii 
Montana. 

Governor  Racicot  figures  thel 

state  will  haul  in  $12  million  in  its| 

first  full  year  of  business,  1998. 

Well,  maybe.  To  pacify  the  IRS,| 

Montana  lawmakers  voted  to  putl 

the  depositories  off-limits  tol 

U.S.  citizens  and  residents.! 

Only    nonresident    aliens! 

need  apply,  and  they  must! 

deposit    a    minimum    of| 

$200,000  a  pop. 

Unlike  real  offshore  banks,  Mon- 
tana's depositories  will  offer  only  lim- 
ited privacy.  The  state  commerce 
department  is  entided  to  reports  on  | 
cash  transactions  of  more  than 
$10,000.  The  usual  federal  reporting 
requirements  of  the  Bank  Secreq'  Act 
also  apply,  meaning  that  bankers  must 
track  cash  deposits  of  $3,000  or  more 
and  report  deposits  of  $10,000  or 
more  to  the  iRS.  There's  no  escaping 
tax  treaties.  Federal  officials  promise 
frequent  inspections.  The  Federal 
Reserve  and  perhaps  even  the  Securi- 
ties &  Exchange  Commission  will  be 
poking  around,  too. 

Still,  Sprague's  crew  has  come  up 
with  two  prett}^  good  speed  bumps 
to  slow  down  grasping  plaintiffs 
and  other  creditors.  There's  a 
$2,500  fee  just  to  register  a  foreign 
judgment.  Even  if  a  creditor  pays 
the  fee,  the  law  discourages  Mon- 
tana courts  from  recognizing  a  for- 
eign judgment. 

But  if  the  judgment  is  fi-om  anoth- 
er state,  say,  Texas  or  New  York, 
Montana  will  have  to  enforce  it. 
That's  because  of  the  full  faith  and 
credit  clause  of  the  U.S.  Constitu- 
tion. "That's  kinda  that  legal  mumbo 
jumbo,"  Sprague  says. 

You  could  mistake  parts  of  Mon- 
tana for  the  Swiss  Alps,  but  Switzer- 
land this  ain't  going  to  be.  ^ 
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The  Glenlivet  Single  Malt, 
Once  discovered,  always  treasured. 


Those  who  appreciate  quality  enjoy  it  responsibly. 

SI 995  Imported  by  The  Glenlivet  Distilling  Co..  NY,  N.Y,  12-Year  Old  Single  Malt  Scotch  Whisky.  Ale.  40%  by  Vol.  (80  proof).  The  Glenlivet  is  a  registered.tr' 


What's  the  proper  etiquette  for  eating  \our  words?  Should  one  powerful  than  many  \  -8s.  Or  the  fact  that  each  wheel  isj  # 

use  a  knife  and  fork?  Or  a  spoon?  Considering  how  advanced  pendently  powered,  so  you  can  keep  going  even  if  thrk  if* 

the  iM-Class  Is,  you  may  want  to  try  a  shovel.  Let's  start,  for  the  wheels  lose  traction.  Then  there  are  the  safety  feali  * 

example,  vt'ith  the  engine:  a  completely  new  V-6  that's  more  4-channel  antilock  disc  brakes,  and  dual  front  and  frontl  .ii 


Write  what  you  know  about  4x4's  ol 


.?f3^ 


It  Web  silo.  htlp://\«vrtv.tTibusa.com.  •sijuuik  hskp  .•!  Vi  i.^'so  r.><  j  i«<j8  mi  x'i>  .-...lui.    5.'.'''j  ri  ,,,.,,,..,1  i<n«, ,  i,,mv..>.  .,11  t.,<.v  !iti,-/.).K  .m,.  i.i  ,r,  1. .  .. .,  1,,  •>,,ip ...  1,1   .  .i 

—   ;      ■.■,      ,  ..anoe or  noncoinplwriix-'loer..  .itHl  liii.inc-  rh.iif,-.  Ml  vw  iIilwi  .ii  MSHP  /.I  S ui  I /"  .11. 1.i.l.v  ..r.:«j..,il  Ml  loil.isi .  .n.'i,iili<  (,.„i.i  .,>i.i  s.,rii.«.i.  I'„. .-,  „..,.  .,„  ,'u,  ii.^ji.  r  .VAkliiNi . 

AIWI'.AarAIir^USrSf:KI0US0R)ATAllNIURriOACimr).UNI>IKAf,(    Ii  ACMIIlillNlHR  USIIOIIIUNijniSI   Mil  IKONISIAIOriMISVIMICll     rm  ^MISISIAIIN(;POSinofl|.)K  .lil/((.,MIH.IM'l    ■■' 
MWI/ilt.  PROrtsRlY  JMSIAIUD  CHIID  SfAl,  OR  CORRttllY  WI-ARING  A  SI  AI  HI  1 1  II   101)  lARI.I  I  OR  A  <  Hill)  MAI    bl  f  (WNIRS  MAIRIAI  tl)R  AWMIIONAI  V.AWllNl.S  AIIH  IIIIOKMAIIDN  oil  AlH  K/.. 

'  .•  M<-n  c.lo^  B.'n.',M  Nwlh  Aiiiifinl.  Inr.  .  Mimlvjlc.  N  I  ,  WcinNr  ..I  Ihi- lluimli;-  p.-t;    (,r  ■,  n 


lilted  side-impact  air  bags.  There's  also  the  four-wheel  that  drives  like  a  Mercedes?.  Or  is  that  too  much  to  s^^^ 

^  ^pendent  double  wishbone  suspension.  The  rack-and-pin-  For  more  information,  you  can  call  us  at  1-BOO  HJK-Mli^HIiESl 

ilsteering.  The  smooth  ride.  Would  you  believe  that  no  other  or  you  can  see  your  local  authorized  Mercedes-Ben>K%l\t 

in  its  class  has  all  these  features?  Or  that  it's  the  first  4x4  Truck  Dealer.  The  M-Class  starts  at  $33,950.^  M-CL^^^^ 


ce  of  paper.  Drive  M-Class.  Eat  paper. 


.V 


^ 


^K 


When  the  educrats  plead  for  more  money,  ask  them:  Why  is  there  so  little 
correlation  between  spending  and  student  achievement  in  the  public  schools? 

Bottomless  pit 


By  Peter  Brimelow 


From  sea  to  shining  sea — not  just  amber  waves  of 

grain,  but  also  green  waves  of  taxpayers'  dollars  spent 

on  the  public  schools  (see  chart).  From  trough 

(Utah,  $3,280  per  pupil)  to  peak  (New 

Jersey,  $8,902),  the  variation  is  remarkable 
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(171%). 

So  are  the  results.  Irritatingly,  New 
Jersey,  like  several  other  states,  did  not 
participate  in  the  federal  govern- 
ment's National  Assessment  of  Edu- 
cational Progress  (naep)  program. 
And  even  those  states  that  do  par- 
ticipate seem  reluctant  to  test  their 
17-year-olds — the  finished  product 
of  their  educational  systems. 

We  think  we  may  know  why  they 
are   reluctant:   The   relationship 
between  school  spending  and  edu- 
cational achievement  is  very  weak. 
If  spending  correlated  per- 
fectly v/ith  achievement,  our 
blue  line — known  to  statisti- 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


New  York 

($8,162) 


cians  as  a  "regression  line" — would  slope  upward  and 
all  the  states  would  be  right  on  it. 

They're  not.  In  fact,  they  are  so  scattered  that  the 
"regression  coefficient"  (the  statisticians'  term  for 
measuring  how  well  the  scatter  fits  the  regression 
line)  is  just  0.12.  If  spending  correlated  perfect- 
ly with  achievement,  the  regression  coefficient 
would  be  1.0. 

What  this  means  in  practice  is  that  in  stu- 
dent achievement  Utah  outstrips  New  York 
and  scores  nearly  as  well  as  Connecticut.  But 
it  spends  less  than  half  the  money. 

Not  fair,  say  the  educrats.  Minority  stu- 
dents consistendy  score  lower  than  whites, 
so  a  state's  average  achievement  is  affect- 
ed by  the  proportion  of  its  population 
that  is  nonwhite.  And  minorities  also 
tend  to  cost  more — notably  those  who, 
under  current  interpretations  of  fed- 
eral law,  must  be  taught  in  their 
native  tongue.  Result:  States 
with  heavy  minority 

^Delaware  ($6,208) 


Per-pupil  spending— U.S.  average 
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populations  spend  more — and  score  lower.  states.  Researchers  who  have  adjusted  for  these  facto 

But  even  if  you  look  at  whites  alone  (not  shown  here),  Hanushek  says,  frequently  find  no  correlation  between 
there  isn't  much  more  correlation  between  spending  and  spending  and  achievement — or  even,  incredibly,  a  nega- 
achievement  (regression  coefficient:  0.13).  And  some  tive  correlation.  Spend  more,  get  less, 
curious  results  emerge.  Mississippi's  whites  score  almost  Hanushek's  position  is  easily  caricatured.  He's  not 
as  high  (645)  as  California's  (646),  while  costing  much  saying  that  there  is  no  relationship  between  spending  and 
less  ($3,423  versus  $4,917).  Connecticut's  whites  emerge  educational  achievement — just  that  there  is  no  necessary 
as  the  top-scoring  group  (687),  but  are  only  slightly  relationship  between  spending  and  educational  achieve- 
ahead  of  North  Dakota's  (678)  while  spending  much  ment.  As  long  as  there  are  government  schools,  the  insti- 
more  ($7,629  versus  $4,374).  tutional  barriers  to  achievement  will  be  able  to  cancel  out 
The  educrats  do  have  a  point:  That  regression  line  does  any  amount  of  taxpayer  funding.  The  U.S.  school  system 
slope  up.  However  weak,  there  is  some  correlation  has  become  the  most  expensive  (Forbes,  Oct.  20)  of  all 


between  spending  and  achievement. 

Not  fair,  says  University  of  Rochester  economist  and 
education  expert  Eric  Hanushek.  But  for  the  opposite 
reason.  Hanushek  points  out  that  education  costs  are 
affected  by  substantial  regional  variations  in  the  cost  of 
living.  "If  you  correct  for  that,"  he  says,  "you  move  the 
southern  states  in  the  lower  left  quadrant  of  the  chart  up, 
and  the  northeastern  states  in  the  top  right  quadrant  of 
the  chart  down.  The  line  flattens  out." 

Additionally,  Hanushek  argues,  student  educational 
achievement  is  affected  by  parental  educational  achieve- 
ment and  family  structure. 
(Two-parent  families  are 
good.)  These   factors 
tend  to  be  more  pos-  0Connecticut  ($7,629) 

itive    in    affluent 


the  major  industrialized  countries,  and  we've  Utde  extra 
to  show  for  it. 
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Bang  for  the  buck? 

High  spending  does  not  always 
equal  high  test  scores. 


States  not  participating 
in  relevant  NAEP  surveys 
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iMissouri  ($4,483) 


iNorth  Dakota  ($4,374) 


9  Pennsylvania  ($6,579) 
•  Michigan  ($6,391) 
a  Vermont  ($6,269) 
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Oregon  ($5,588) 
Ohio  ($5,438) 
New  Hampshire  ($5,387) 
Illinois  ($5,297) 
Kansas  ($5,164) 


•  Nevada  ($4,658) 


d  Oklahoma  ($4,265) 
4,000     Q  South  Dakota  ($4,067) 


9  Idaho  ($3,602) 
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'Composite  score  is  the  sum  of  matt),  science  and  reading  scores  on  ttie  1996  (1994  for  reading)  NAEP  test. 

Pupils  tested  are  in  grade  8,  except  for  reading,  v/hicfi  is  given  to  fourtti-graders  only.  Ttie  maximum  possible  scoie  is  1300. 


Sources:  National  Center  for  Education  Statistics;  Bureau  of  fhc  Census. 
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Does  the  banking  world  belong  to  a  handful  of  giants? 
Tell  that  to  the  customers  who  pull  their  money  out 
whenever  a  local  bank  gets  acquired. 

Binge  and  piurge 


By  Gretchen  Morgenson 


Consolidation  in  the  financial  ser- 
vices industry  has  bank  stocks  sailing. 
Buying  your  way  to  bigness  is  the 
strategy  du  jour. 

Sounds  easy.  It  really  isn't.  Consid- 
er NationsBank,  the  Charlotte,  N.C.- 
based  behemoth  run  by  Hugh 
McColl  Jr.  with  $290  billion  in  assets 
and  a  stock  trading  at  VA  times  book 
value.  In  the  past  ten  months 
NationsBank  has  bought  Boatmen's 
Bancshares  in  St.  Louis,  Barnett 
Banks  in  Florida  and  paid  $1.2  billion 
for  investment  bank  and  regional 
brokerage  Montgomery  Securities. 

In  a  year  NationsBank  has  gone 
from  being  number  five  in  size  in  the 


business  to  number  three,  just  behind 
Chase  Manhattan  and  Citicorp. 

Nice,  but  tell  it  to  the  folks  in  St. 
Louis.  Some  of  Boatmen's  big  cus- 
tomers are  taking  their  money  out  of 
the  bank  NationsBank  acquired  and 
moving  it  to  banks  still  locally  owned. 

How  big  is  the  asset  drain.^  Diffi- 
cult to  tell;  like  most  financial  institu- 
tions, NationsBank  consolidates  any 
assets  it  acquires  into  its  own  enor- 
mously deep  pool.  But  after  talking 
with  a  couple  of  money  managers 
who  have  won  pension  and  trust 
accounts  away  from  NationsBank, 
Forbes  can  identify  $500  million  in 
assets  that  have  fled  the  bank.  We  sus- 


pect the  total  goes  much  higher. 

For  an  institution  the  size  of 
NationsBank,  half  a  billion  dollars  is 
a  rounding  error.  Loss  of  small 
accounts  isn't  always  something 
bankers  mourn.  NationsBank,  for 
example,  recently  jacked  up  fees  on 
smallish  custodial  accounts  from 
$4,800  a  year  to  $6,000.  Nations- 
Bank also  moved  management  of 
Boatmen's  small  trust  accounts  to 
Dallas,  where  its  other  small  accounts 
are  managed.  Personal  service  went 
out  the  window. 

But  not  all  the  lost  accounts  are 
small.  And  what  NationsBank/Boat- 
men's  loses,  the  smallish,  local  and  still 
independent  banks  in  St.  Louis  gain. 
"One  man's  table  scraps  are  another 
man's  feast,"  says  Joseph  Stieven,  bank- 
ing analyst  at  Stifel,  Nicolaus  &  Co. 

Of  course,  there  is  plenty  at  the 
table  here  for  both  a  giant  bank  and 
local  banks.  St.  Louis  and  environs  is  a 
major  banking  market,  with  a  large 
collection  of  Forbes  500  companies. 

Two     companies     feasting     off 
NationsBank's  scraps  at  the  moment 
are   Mississippi  Valley   Bancshares 
($1.1   billion,  assets)  and  Com- 
merce Bancshares  ($10  billion, 
assets). 

Mississippi  Valley,  parent  com- 
pany of  the  fourth-largest  local 
bank.  Southwest  Bank  of  St. 
Louis,  emphasizes  the  kind  of  per- 
sonal service  and  continuity  of 
people  that  the  huge  banks  can't 
match.  It  has  had  only  2  of  its  21 
senior  commercial  loan  officers  leave 
the  bank  in  the  past  ten  years.  Its 
assets  are  growing  at  20%  annually. 
Missouri's  Commerce  Bancshares 
is  a  very  conservatively  run  regional 
bank,  "the  J. P.  Morgan  of  the  Mid- 
west," says  Stieven,  who  believes  that 
what's  happening  in  St.  Louis  takes 
place  anytime  a  major  out-of-town 
bank  sweeps  in  to  buy  a  local  franchise. 
Having  proved  that  the  local  banks 
can  often  stand  on  their  own,  stocks 
like  Mississippi  Valley  and,  to  a  slight- 
ly lesser  degree.  Commerce  Banc- 
shares, already  command  price-to- 
book-value  prices  comparable  to 
those  of  the  giants.  If  the  giant  banks 
want  to  swallow  up  these  local  fran- 
chises they'll  have  to  reach  for  prices 
that  don't  make  any  sense,  even  in 
this  pricey  market.  ^ 
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When  your  corporate  culture  is  about  the  best 

Business  gifts  say  so  much  about  your  company, 

to  your  customers  and  employees. 

They  reflect  your  corporate  culture.  They  reflect  you. 

For  a  single  gift  or  an  entire  service  award  program, 

Tiffany  works.  We  offer  impeccable  taste,  timeless  design 

and  packaging  that  promises  excitement... 

all  well  within  your  budget. 

And  Tiffany  makes  it  so  easy.  From  personalized 
attention  to  state-of-the-art  service, 

Tiffany's  corporate  sales  group  takes  your 
business  seriously.  So  the  right  gift  arrives  in  the 

right  hands  at  the  right  time.  Every  time. 


Tiffany  &  Co. 

FOR  CORPORATE    ACCOUNT  INFORMATION  CALL   1-800-770-0080.  EXT.  10 
FOR  ALL  OTHER  INQUIRIES.  CALL  1-800-526-0649 


CREATE  ALL  YOU  WANT. 
YOU'VE  COT  THE  CAPACITY. 
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Each  WOMB  Zip  disk  is 
equal  to  70  floppies. 
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The  "Condor."  The  wodd's  largest  cargo  plane. 


©  1997  Iomega  Corporation,  Iomega  and  the  Iomega  logo  are  registered  trademart.s.  and  Zip,  Zip  Built-in.  Zip  Built-in  logo,  ZipPlus,  "The  Capacity  To  Do  tilore."  and  "Because  It's  Your  Stuff  are  trademarks  of  Iomega  Corpoi 


You  need  big  cargo  space  on  your  computer  these  days.  Certainly  more  than  hard  drives  or 
little  floppies  can  offer.  Today's  multimedia  software  just  fills  them  up  too  fast.  But  a  Zip 
Built-in-  drive  gives  you  unlimited  space.  And  the  100MB  Zip  disks  can  handle  whatever  big 
nasty  file  you  throw  at  it.  So  if  you're  computer  shopping,  look  for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capacity  to  create  more,  share  more,  save  more,  do  more,  www.ioniega.com 


ZIP   DRIVE.    THE   CAPACITY   TO    DO   MORE: 


Introducing  Zip  Built-in. 

A  Zip'"  drive  built  into  your 

notebook  or  desktop  PC  gives 

you  unlimited  capacity  to  store, 

back  up,  and  share  tons  of  stuff. 
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With  over  8  million  out 
there.  Zip  is  the  standard. 

Not  only  are  they  built  into 

these  leading  computers,  you'll 

also  find  them  in  homes,  schools, 

businesses,  and  service  bureaus 

across  the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the  new 
ZipPlus""  drive  that  works  with 
either  SCSI  or  parallel  ports, 
has  an  amazingly  small  power 

supply,  and  comes  with  cool 
multimedia  software. 
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BECAUSE     IT'S     YOUR     STUFF. ~       lOmeQa 


Hr  irademarks  are  the  properly  ol  their  respective  holders 


What  is  809,000  acres  of  land  in  California  worth?  The  answer  to  that  question 
is  another  question:  How  well  connected  politically  is  the  owner? 
Catellus  Development  is  very  well  connected. 

Placating  tadpoles, 
buttenng  up  mayors 


By  Mary  Beth  Grover 


Nelson  Rising  hoists  his  6-foot-2 
frame  from  his  blue  Mercedes.  "You 
have  to  walk  this  to  get  the  feel  of  it," 
he  shouts.  He  strides  through  a  dirt 
parking  lot  flanked  by  noisy  freeway 
ramps  and  industrial  containers.  He 
starts  to  rhapsodize:  "Imagine  what 
this  view  would  be  like  from  the 
second  and  third  stories.  The  hills  are 
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over  that  way,  and  you  have  bay  ^iews 
to  the  south." 

That  does  take  a  bit  of  imagining 
because  right  now  Mission  Bay  is  300 
acres  of  industrial  wasteland  adjacent 
to  downtown  San  Francisco.  It's  just 
part  of  the  817,000  acres  of  mostly 
vacant  California  land  owned  by  Ca- 
tellus Development  Corp.  Nelson 


Catellus'  Nelson  Rising 
Mission:  Mission  Bay. 


Rising  is  chief  executive 
and  an  owner  of  shares 
and  options  worth  close 
to  $15  million. 

What's  the  land  worth.' 
In  its  present  form,  not 
much.  Developed,  it 
could  be  worth  billions. 
There's  the  rub.  With  real 
estate,  politics  matters  a 
lot,  almost  as  much  as 
location.  In  California  real 
estate,  politics  is  the  most 
important  thing.  Catellus 
can  put  up  buildings  on 
its  land  only  if  it  appeases 
the  gods  of  City  Hall. 

Aside  from  sheer  cor- 
ruption, there  are  a 
number  of  ways  to 
appease  these  little  gods. 
Catellus  knows  the  game 
well.  It  agreed  to  donate 
29  acres  of  land  to  the 
University'  of  California  at 
San  Francisco  for  a 
biotech  research  campus. 
That  made  San  Francisco 
Mayor  Wilhe  Brown  look 
good — and  he  endorses 
Rising's  plan  for  a  massive 
project  on  the  dirt  parking  lot.  It 
didn't  hurt  that  Catellus  had  Mayor 
Brown's  former  law  firm  on  retainer 
until  the  end  of  1994. 

Catellus,  of  course,  doesn't  put  all 
its  eggs  in  one  political  basket.  Since 
the  beginning  of  1993,  according  to 
documents  on  file  with  the  California 
secretary  of  state,  Catellus  has  con- 
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tributed  some  $140,000  to  state  and 
local  politicians  and  political  causes. 

As  planned,  the  Mission  Bay  proj- 
ect would  include  the  university's 
2.65-milhon-square-foot  campus, 
plus  5  million  square  feet  of  office 
space,  850,000  square  feet  of  stores 
and  movie  theaters,  6,000  condos 
and  apartments  and  a  500-room 
hotel.  Whew!  Rising  is  talking  $3  bil- 
lion worth  of  construction. 

Mayor  Brown  doesn't  look  like  a 
problem  for  Catellus.  California  tree- 
huggers  are  proving  more  intransi- 
gent. Catellus  owns  840  acres  in  Fre- 
mont, Calif,  the  largest  vacant  site  in 
Sihcon  Valley.  Catellus  has  won 
approval  from  the  zoning  authorities 
to  construct  1  miUion  square  feet  of 
office  space  there,  but  Rising  wants 
to  develop  another  7.3  million 
square  feet  beyond  that.  With  space 
scarce  in  the  area,  that  footage  would 
move  fast.  Alas,  California  tiger  sala- 
manders and  vernal  tadpole  shrimp 
were  recently  discovered  on  the 
property. 

Instead  of  fighting  the  enviros. 
Rising  is  playing  ball.  He  has  offered 
to  create  300  acres  of  wetlands  on 
the  property,  making  more  lebens- 
raum  for  the  tadpoles. 

We're  talking  real  money  here.  An 
8. 3 -million-foot  wad  of  space  on  a 
peninsula  now  bursting  at  the  seams 
with  computer  companies  would  be 
worth  maybe  $760  million,  says 
NationsBanc  Montgomery  securities 
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(VCR  for  the  Internet) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  interact  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


ritory.  How  to  extract  value  from  the 
desert?  In  a  letter  to  federal  officials, 
Catellus  dropped  some  heavy  hints 
about  mineral  extraction. 

Is  Rising  serious?  Yes,  there  is 
gravel  and  there  could  even  be  gold 
out  there,  but  Rising  is  not  in  the 


analyst  Christopher  Hartung.  That 
sum  is  $140  million  more  than  the 
construction  cost. 

Catellus  also  has  786,000  arid 
acres,  primarily  in  the  Mojave  Desert 
between  Los  Angeles  and  Las  Vegas. 
It's  not  exactly  prime  subdivision  ter- 


The  California 
tiger  salamander 
You  want  to  build? 
You've  got  to  pay  off 
this  little  fellow. 


mining  business.  So  why  is  he  spout- 
ing about  minerals?  Not  to  be  cyni- 
cal, but  it  is  a  way  of  getting  the 
attention  of  the  enviros.  Indeed,  just 
nine  days  later,  the  Los  Angeles  Times 
proclaimed,  "Firm  Threatens  to 
Mine,  Build  in  Mojave  Preserve." 


Three  months  later,  Catellus  was 
meeting  in  Washington  with  Deputy^ 
Secretary  of  the  Interior  John  Gara- 
mendi.  Catellus'  land  is  now  one  of 
the  agency's  top  priorities. 

Key  here:  the  Desert  Protection 
Act  of  1994,  the  proud  creation  of 
California's  Democratic  senator, 
Dianne  Feinstein.  Now  Senator  Fein- 
stein  is  certainly  sincere  in  her  inter- 
est in  protecting  the  environment, 
but  it  can't  have  hurt  that,  according 
to  the  Los  Angeles  Times,  Feinstein 
got  $119,000  in  campaign  contribu- 
tions from  companies  and  indi\iduals 
affiliated  with  Catellus. 

A  Catellus  official  offers 
no  comment  on  the  campaign 
money.  But  Catellus  is  at  pains  to 
point  out  that  the  Desert  Protection 
Act  is  more  of  a  hindrance  than  a 
help  to  the  company's  aims.  The  act 
adds  another  layer  of  bureaucracy  to 
land  acquisitions.  Also,  Catellus 
laments,  the  federal  government 
doesn't  have  a  lot  of  spare  cash  to 
spend  on  land  acquisitions  these  days. 

But  wait.  The  government  does 
have  interesting  land  parcels  of  its 
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Buy 

Yourself 
Some 
Time. 

Our  Flex]et  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


Take  control  of  your  schedule  with 
Flexjet    fractional  ownership.  It's  not 
time-sharing.  It's  better.  It's 
guaranteed  anytime  access  to 
a  Learjet'  or  Challenger* 


;, 


business  jet.  And  it's  tailored  to  your 
exact  requirements,  from  just  S  170,000 
a  year*  over  five  years,  all-inclusive. 
CaU  1-800-590-JETS. 


BUSINESS 

JeiSolutions 

the  executive  aviation  afHliate  of  AmericanAirlines' 


*  Estimated  annual  after-tax  cost  of  owTiership  ol  1/8  share  (500  occupied  hours  over  five  vears)  in  a  Learjet  3! A.  Conditions  appiv. 
American  Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc.  Leaijet.  Challenger,  Business  JetSolutions  and  Flexjet  are  trademarks  of  Bombardier  Inc. 
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et  the  411  on 
AirTouch 

Get  the  story  on  this  $20  billion  global  wireless  telecommunications  company. 


WATCH  SELF-MADE  IN  CALIFORNIA 
4:30  pm  EST,  1:30  PST  November  2nd  on  CNBC 

Self-Mcule  in  California  is  paid  programming.  *CNBC  is  not  responsible  for  its  content  nor  does  the 
show  represent  the  views  of  CNBC  or  CNBC  Business  News. 


own.  Rising  is  hoping  to  trade  some 
of  the  Mojavc  E)esert  for  smaller 
parcels  with  more  potential.  One  pos- 
sibility is  that  Catcllus  give  up  some 
30,000  acres  of  desert  wilderness  in 
return  for  10,500  acres  of  highly 
developable  land  in  Palo  Verde. 

Catellus  Development's  land  traces 
back  to  the  19th-century  predeces- 
sors of  the  Santa  Fe  Pacific  Railroad. 
Catellus  was  created  when  the  rail- 
road spun  off  the  acreage  to  share- 
holders. As  recently  as  three  years 
ago,  Wall  Street  valued  Catellus 
(market  capitalization  plus  debt)  at  a 
mere  $1.3  billion.  Now,  with  the 
stock  trading  at  around  $20,  the  val- 
uation is  $2.6  billion.  The  gain  is  a 
vote  of  confidence  in  the  56-year-old 
Rising  and  his  demonstrated  skill  at 
turning  sagebrush  and  rubbish- 
strewn  vacant  lots  into  prime  real 
estate. 

Rising  attended  ucla  on  a  football 
scholarship,  got  a  degree  fi-om  its  law 
school  and  took  a  job  as  an  associate 
at  the  Los  Angeles-based  law  firm  of 
O'Melveny  &  Myers  m  1967.  He  left 
to  go  into  Democratic  pohtics,  man- 
aging a  campaign  chaired  by  Warren 
Christopher  that  put  John  Tunney  in 
the  Senate  in  1971. 

In  1972  Rising  turned  his  attention 
to  real  estate.  He  helped  workout  spe- 
cialist Victor  Palmieri  develop  a 
5,000-acre  residential  parcel  in  south- 
ern Cahfornia.  He  kept  his  finger  in 
politics,  serving  as  chairman  of  the 
committee  to  elect  Tom  Bradley  as 
mayor  of  Lx)s  Angeles  in  1973. 

As  boss  of  Catellus  since  1994,  he 
has  raised  $140  miUion  by  selhng  off 
80,000  acres  of  odd  parcels  in  Cali- 
fornia and  elsew^here.  He  used  pro- 
ceeds to  pay  off  debt  and  to  retire 
preferred  stock  that  was  costing 
Catellus  $24  million  a  year  in  divi- 
dend payments.  He's  hoping  to 
boost  industrial  space — warehouses 
and  factories — from  16  million 
square  feet  to  48  million  square  feet 
over  the  next  few  years.  He  beheves 
he  can  finance  the  company's  huge 
construction  ambitions  without 
incurring  any  dilution  of  equity.  The 
raw  land  makes  nice  collateral. 

But  Catellus'  greatest  asset  may  be 
something  that  doesn't  show  on  the 
balance  sheet.  How  do  you  value 
Nelson  Rising's  pohtical  skills?       IB 
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Another  time,  another  face. 

Reverso  Duo. 


Reverso.  Avant- 
garde  SINCE  1931. 

Reverso  Duo  -the 
double  pleasure  of 
owning  two  watches 
IN  ONE.  Simply 

REVOLVE  THE  CASE, 
AND  A  NEW  WATCH 
KEEPS  TRACK  OF  YOUR 
TIME.  Two  BACK- 
TO-BACK  DIALS,  TWO 
TIME-ZONES,  POWERED 
BY  A  SINGLE,  MANUALLY 
WOUND  MOVEMENT. 
LOOK  FORWARD  TO  THE 
TIME  AHEAD,  OR  TURN 
AGAIN  TO  THE  TIME 
OF  YOUR  THOUGHTS. 
A  WATCH  AS  VERSATILE 
AS  YOU  ARE,  INVENTED 
AND  MADE  BYTHE 
MASTER- WATCHMAKERS 

OF  Jaeger-LeCoultre 

IN  THE  AUTHENTIC  ART 
DECO  STYLE  OF  THE 
LEGENDARY  REVERSO. 


tjAEGER-LEC0ULTRp> 
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THE  Reverso  Duos 

CASE  SWIVELS  TO 
REVEAL  ANOTHER 
WATCH.  WHERE  A 
24-HOUR  HAND  TELLS 
THE  GLOBAL  TRAVELER 
WHETHER  IT'S  A.M. 
OR  P.M.  IN  THE  SECOND 
TIME-ZONE.  GOLD 
HANDS  MATCH  THE  CASE 
IN  THE  18-CARAT  GOLD 
VERSION. 


Special  Retrospective  Exhibition 


"Rendez-Vous  at  the  heart  of  time" 

Jaeger-leCoultre  invites  you  to  attend  the  exhibition  "Rendez-Vous  at  the  heart  of  time,"  an 

HISTORICAL  collection  OF  JAEGER-LECOULTRE  TIMEPIECES  FROM  THE  TURN  OF  THE  CENTURY  TO  THE  PRESENT. 

This  exhibition  can  be  viewed  at  Borsheim's  in  Omaha.  NE  from  November  i  -  November  9. 1997  and 
Shapur  in  San  Francisco,  CA  from  November  20  -  December  6, 1997.  For  more  information  about  this 

EXHIBITION  OR  FOR  A  FREE  COPY  OF  "THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES,"  PLEASE  CALL  1-800-JLC-TIJVlE 
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Preparing  for  a 
career  in  business 
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John  Rutledge  is  an 
economist  and  cliair- 
man  of  Rutledge  &  Co. 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


In  preparation  for  becoming  chairman  of 
StairMaster — a  wonderful  company  that  my 
firm  acquired  this  fall — I  spent  hours  on  the 
trusty  machine  that  lives  in  my  bedroom. 
With  quads  of  steel,  granite  calves  and  raging 
endorphins  flowing  through  my  veins,  I  start- 
ed to  think  I  was  Superman. 

My  illusion  was  shattered  when  I  spent  a 
day  on  the  campus  of  Lake  Forest  College,  my 
alma  mater,  giving  lectures  and  talking  with 
economics  majors.  To  them,  I,  at  49,  am  not 
young  and  frisky.  I'm  just  an  old,  rich  guy. 
Across  this  great  divide,  however,  we  commu- 
nicated, those  students  and  I.  Here  are  some 
of  the  things  I  told  them.  Young  readers  may 
find  some  of  it  interesting;  older  readers 
might  want  to  pass  it  on  to  kids  they  know. 

I  told  them  to  worry  less  about  what  they 
do  and  more  about  what  they  are.  Everyone 
widi  assets  is  searching  for  a  person  they  can 
trust  to  manage  them.  In  this,  skills  are  good 
but  principles  are  much  more  important.  I 
suggested  they  read  Stephen  Covey's  First 
Things  First,  which  helps  one  understand  the 
link  between  principles  and  objectives.  I  sug- 
gested they  each  prepare  a  personal  mission 
statement  and  a  statement  of  principles  to  use 
as  compasses  when  making  choices. 

Beyond  that,  I  strongly  urged  that  they 
learn  how  to  manage  their  time,  the  only 
resource  they  can  truly  control. 

At  lunch,  I  got  a  chance  to  visit  at  length 
with  a  dozen  or  so  members  of  the  Entrepre- 
neurs Club.  Some  questions  and  my  answers: 

What  are  the  secrets  of  success? 

There  aren't  any  secrets,  I  confided,  but 
there  are  rules.  Act  in  such  a  way  that  the 
people  you  want  to  learn  from  will  want  to 
have  you  around.  Act  in  such  a  way  that  the 
people  in  charge  will  trust  you  to  carry  out 
any  responsibilities  they  give  you.  Strive  to 
become  predictable  in  that  respect  in  the  same 
way  that  each  can  of  Coca-Cola  tastes  exacdy 
like  the  one  before. 

What  are  die  most  important  skills? 

That  one  was  easy,  though  my  answers  sur- 
prised some  of  the  youngsters:  reading,  writ- 
ing and  arithmetic,  with  accounting  a  close 
fourth.  Read  everything  you  can  and  learn  to 


read  critically.  Write  lots  of  term  papers.  And 
don't  dodge  math  courses.  You  will  need 
those  communications  and  math  skills,  and 
you  might  as  well  learn  diem  when  you  are  in 
school. 

Every  college  freshman  should  take  two 
courses  before  the  year  begins:  speed-reading 
and  time  management.  Reading  speed,  more 
than  anything  else,  determines  how  many 
ideas  and  points  of  view  a  student  can  absorb. 
I  find  it  appalling  that  many  people  struggle 
along  as  slow  readers  when  speed-reading  is 
such  an  easy  skill  to  learn. 

What  are  the  most  important 
skills  in  business.^  Reading,  writing 
and  arithmetic,  with  accounting 
a  close  fourth. 


As  a  high  school  student  I  was  fortunate  to 
take  a  course  that  increased  my  reading  speed 
more  than  tenfold.  This  has  paid  me  enor- 
mous dividends  in  my  life.  I  still  can't  stand 
it  that  at  my  age  there  are  so  many  things  I 
have  not  yet  read.  But  I'm  gaining  on  them 
every  night. 

What  about  the  much  vaunted  networking? 
Every  opportunity  in  my  career  has  been  cre- 
ated by  people  who  know  and  trust  me,  but 
making  acquaintances  so  they  can  help  you 
with  your  career  is  not  the  same  thing. 

What  language  would  I  study  for  the  2 1st 
century?  I  am  a  big  fan  of  learning  languages, 
both  in  and  out  of  school,  and  have  Italian, 
Russian  and  Latin  on  my  laptop.  But  if  I 
could  only  study  one  language,  I  \A'ould  learn 
Latin.  It  is  the  key  to  understanding  syntax, 
the  way  we  combine  words  to  relate  ideas. 
And  it  opens  the  door  to  the  incredible  intel- 
lectual wealth  of  ancient  Rome  and  Greece. 

One  of  the  students  asked  what  co  read 
during  all  the  extra  time  he  saved  by  taking 
the  speed-reading  course. 

My  list  of  favorites  includes  Gibbon's  JJje 
Decline  &  Fall  of  the  Roman  Empire;  Toyn- 
bee's  A  Study  of  History;  Churchill's  A  History 
of  the  English-Speaking  Peoples-^  Lyell's  Princi- 
ples ofGeolo£iy;  Dawkins'  The  Selfish  Gene  and 
The  Extended  Phenotype;  Boorstin's  The  Dis- 
coverers and  The  Creators;  Feynman's  Six  Easy 
Pieces;  and  Plutarch's  Parallel  Lives.  Don't 
forget  Warren  Buffett's  annual  reports. 

Last  night  I  received  an  E-mail  from  one  of 
the  young  men  I  met  at  lunch.  Immediately 
after  our  lunch  he  had  bought  an  Evelyn 
Wood  reading  course.  His  reading  speed  has 
doubled  already.  For  me  getting  that  E-mail 
made  the  trip  worth  taking.  Hi 
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June  19,2:45  pm.Dan  Kubica.  Senior  Engineer,  Ping  Golf  Clubs. 
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It's  that  moment  of  insight  when  remark- 
able things  happen. 

For  example,  take  the  makers  of  Ping® 
golf  equipment.  Karsten  Manufacturing 
was  taking  years  to  design  a  new  set  of 
Ping  irons.  That's  twelve  irons.  That's  one 
at  a  time.  That's  way  too  long.  Then,  they 
began  developing  and  testing  their  designs 
on  high-performance  Silicon  Graphics® 
systems.  Less  than  a  year  later,  a  new  set 


any  other  computers.  To  see  new  and  more 
informative  data.  To  look  deeper  within 
yourself  for  better  answers. 

People  in  practically  every  industry,  in 
nearly  every  corner  of  the  world  use 
Silicon  Graphics  workstations  and 
servers  in  manufacturing,  science, 
government,  telecom  and 
entertainment.  They  are 
the  people  whose  insights 


of  Ping  clubs  shipped  to  stores  around  the 
world.  And  golfers  everywhere  found  one 
more  thing  to  love  about  the  game. 

It's  just  one  example  of  what  people 
do  with  Silicon  Graphics  systems  - 
collaboration  with  better  results  in  less 
time.  And  whether  you  work  alone  or  in  a 
group,  Silicon  Graphics  provides  you  wdth 
the  freedom  to  do  things  you  can't  with 


turn  the  ordinary  into  the  extraordinary. 
If  you  need  more  proof,  stop  by  your 
local  driving  range.  That  little  pinging  you 
hear  is  the  result  of  better  clubs  getting  to 
market  in  half  the  time. 


SHiconGraphics 

Computer  Systems 


Driven  to  the  wall  by  asbestos  lawsuits,  Johns  Manville  has  made 

a  dramatic  comeback.  The  last  chapter,  however,  remains  to  be  written, 

Resunrection 


By  William  Green 

On  Aug.  26,  1982  Bartley  Roggen- 
sack,  a  longtime  employee  of  Man- 
ville Corp.,  arrived  at  work  to  find  a 
placard  posted  in  Manville's  Denver 
head  office.  "My  knees  literally  buck- 


led," recalls  Roggensack.  Thus  did  he  the  Dow  Jones  industrial  average 

learn  that  the  company  had  filed  for  since  1930.  Its  wealth  had  spawned 

Chapter  1 1 .  one  of  the  most  notorious  playboys 

Manville  bankrupt.^  Founded  in  in  U.S.  history,  Tommy  Manville, 

1858,  it  had  been  a  component  of  who  was  married  13  times.  By  1981 


Charles  L.  (Jerry)  Henry,  chief  executive,  chairman  and  president  of  Johns  Manville,  in  acoustical  chamber  at  its  R&D  lab 
Why  leave  a  plum  job  at  Du  Pont  for  Johns  Manville? 
"To  run  your  own  show."  The  incentives  aren't  bad,  either. 
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I     You  merely  take  care  of  it  for  the  next 


generation.  The  new  men's  Neptune.  Self-winding, 


hand-crafted  in  i8  karat  solid  gold.      Begin  your  own  tradition. 


Men's  Neptune:  ref,5081/1.  For  information;  Patek  Philippe,  Dept.  304,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 
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Comparisons  as  of  8/12/97 

I  believe  investors  should  have 
access  to  any  investment  they 
choose.  That's  why  we  have 
created  the  ultimate  selection 
of  mutual  funds, '' 

Jack  H//i;fe,  President 


Please  call  for  information  about  our  Mutual  Fund  Network  and  NoFee 
Network diS  well  as  our  comprehensive  scope  of  investor-oriented  services. 

Jdck^Nhite  &  Company 
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1 .  800  •  431  •  3500 

Recognized  as  the  #1  Discount  Brokerage  Firm  in  the  nation  for  three 

consecutive  years  (1994,1995, 1996)  by  SmartMoney,  The  Wall  Street 

Journal  Magazine  of  Personal  Business 

9191  Towne  Centre  Drive,  Second  Floor  •  San  Diego,  California  92122 

The  Nations  Oidest  Discount  Broker 
Continuous  Management  Since  1 973 
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the  company  had  27,000  employees 
and  $2  billion  in  revenues. 

Manville  was  caught  in  the  asbestos 
trap.  For  127  years  the  firm  had  man- 
ufactured products  containing 
asbestos.  Nobody  had  complained. 
But  by  August  1982,  Manville  had 
been  hit  with  12,000  asbestos-relat- 
ed lawsuits.  Ultimately,  325,000 
claims  would  be  filed  against  the 
company.  The  plaintiffs'  bar  drooled 
at  the  prospect  of  so  rich  a  victim. 

Manville  took  refuge  in  Chapter 
1 1 ,  where  a  bankruptcy  judge 
would — at  least  for  a  while — protect 
its  assets  from  the  legal  onslaught.  It 
finally  emerged  six  years  later;  but  the 
Manville  Personal  Injury  Settlement 
Trust,  established  to  compensate 
alleged  victims  and  their  lawyers,  now 
owned  80%  of  the  company's  stock. 
In  return,  Manville  was  released  fi"om 
all  asbestos-related  claims. 

Last  year  the  company — which 
recendy  returned  to  its  original  name, 
Johns  Manville — was  a  shrunken  ver- 
sion of  its  old  self.  Its  sales  were  just 
$1.6  billion,  but  its  profits,  at  $119 
million,  were  more  than  three  times 
those  of  1981,  the  year  before  it  filed 
for  bankruptcy  protection.  Analysts 
expect  earnings  this  year  of  $130  mil- 
lion, 80  cents  a  share. 

The  improved  profits  owed  much 

Trust  Ghainnan  Robert 
Falise  tells  Forbes  the  trust 
is  likely  to  sell  its  stock 
in  two  to  three  years. 


to  Manville's  unusual  tax  structure: 
As  a  consequence  of  the  settlement  of 
the  asbestos  lawsuits,  it  need  pay  no 
federal  income  taxes  for  many  years 
to  come  (see  box,  p.  80).  At  a  recent 
price  of  just  under  12,  the  stock  does 
not  yet  reflect  the  value  of  the  tax 
asset.  This  has  not  escaped  the  atten- 
tion of  a  small  handful  of  savvy 
investors  like  Michael  Price,  who  has 
owned  the  stock  since  the  company 
was  in  bankruptcy.  His  Mutual  Series 
funds  hold  almost  2.5  million  shares. 
The  lagging  stock  price  reflects  the 
relatively  small  float.  "The  day  the 
trust  announces  it  is  selling  some  of 
its  stock,  it  will  be  the  catal}^ic  event 
that  should  break  the  stock  out  of  its 
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MANCE. 

THE  DIFFERENCE  BETWEEN  PREDATOR  AND  PREY. 


If  s  a  jungle  out  there. ..and  only  the  fittest  -  and  fastest  -  will 
survive.  That's  why  smarter  consumers  are  turning  to 
Brothers  business  class  laser  printers. 

Thanks  to  the  razor-sharp  quality  of  true  600  dpi  printing. 
and  1 200  dpi  class  graphics  quality,  every  bit  of  output  our 
printers  produce  have  an  unparalleled  level  of  crispness  and 
definition.  But  we're  not  just  about  quality,  we're  also  about 
performance. 

No  matter  if  you  choose  the  cost-effective,  6  page  per 


minute  HL-760  or  the  10 
page  per  minute  HL-1 060 
with  dual  bin.  400 
sheet  capacity,  you'll     -^ 
be  getting  our  award- 
winning  Straight 

Paper  Path  Technology  -  -    - 

a  system  that  revolutionized 
laser  printing  because  it  hu-76o  h» 


can  print  on  virtually  anything  from  postcards  to  9"  x  1 2"  envelopes. 

Need  a  bit  more  speed?  Our  HL-1 660  prints  at  a  blazing 
1 7  pages  per  minute,  and  it  uses  the  same  toner  cartridge 
as  the  HP  Laserjet  5. 

And  if  you're  not  the  only  cat  in  your  jungle,  you'll  be  happy  to 
know  that  the  HL-1 660  can  also  handle  demanding  multi-user 
and  network  environments*  with  its  high  capacity  paper  handling  • 
and  optional  duplexing  capabilities.  The  HL-1 660  is  a  printer  that 

will  make  you  king  of  your  jungle. 

But  no  matter  which  one  of  our 
laser  printers  you  choose,  rest 
assured  you'll  be  getting  exactly 
what  you  need  to  conquer  the 
most  demanding  of  jungles. 


HI.-1060 


HI--1660 


"With  proper  network  interface. 
All  specifications  quoted  are  under 
optimal  conditions. 


For  more  information,  please  call  the  Brother'fax-back  system.  1.800.521.2846  or  visit  our  web  site  at  http://www.brother.com 

We're  at  your  side. 
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''    innovative  life  insurance  products  like  our  Spectra  Life'"  Plans,  which  combine  the  affordoble  premiums  of  term  life  with  the  ability  to 


accumulate  cash  value  of  whole  life. 


FORESIGHT  is  what  built  this  company. 

FORESIGHT  is  what  makes  us  THE  COMPANY  YOU  KEEP. 


www.newyorkllfe.com 
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Johns  then... 

H.W.  Johns'  New  York 
headquarters  in  the 
1870s  (above);  weaving 
asbestos,  1930s  (right). 
A  staggering  325,000 
asbestos-related  claims 
drove  the  firm  to  seek 
bankruptcy  protection. 


Johns  Manville  now... 

Skillfully  streamlined  and  shrunk  over  the  past  15  years, 
the  company  is  now  exclusively  in  building  materials. 


Weaving  fiber- 
glass thread, 
used  to  make 
fire-resistant 
cloth,  at  Johns 
Manville's  Mitex 
subsidiary. 


to  fiberglass  wall  cover- 
ings at  the  Louvre... 


Products  ranging  from 
aircraft  insulation... 


to  air  filtration  products. 


r»  T-   •   iii-ir 


narrow  trading  range,"  says  Bear, 
Stearns  analyst  Gary  Schneider. 

Robert  Falise,  chairman  of  the 
trust  that  owns  80%  of  the  company, 
tells  Forbes  exclusively  that  a  sale  is 
likely  in  the  next  two  to  three  years. 

To  maximize  the  share  price  when 
he  sells,  Fahse  last  year  brought  in 
Charles  L.  (Jerry)  Henry  as  Johns 
Manville's  chairman,  president  and 
chief  executive  officer. 

Henry,  a  decisive,  straight- talking 
56-year-old  from  Chattanooga, 
Tenn.,  spent  33  years  at  Du  Pont, 
ultimately  becoming  its  chief  financial 
officer.  He  also  did  a  stint  as  head  of 
Du  Font's  electronics  division  and 
oversaw  the  company's  Asia-Pacific 
region.  That  breadth  of  experience 
"at  a  $40  bilhon  global  company 
tends  to  prepare  you  for  almost  any- 
thing," Henry  says. 

Why  leave  a  plum  job  for  a  smallish 

firm  with  a  tarnished  reputation?  "It's 

^mple,"  says  Henry.  "It's  to  run  your 

own  show."  Henry's  base  salary  is  a 

;  latively  modest  $650,000,  but  if  he 

^"bles  Johns  Manville's  share  price 
!  ive  years,  his  package  of  stock 

dons  and  preferred  stock  will  be 
th  about  $14  million. 

Vhen  Henry  signed  on,  Johns 
!iville  was  already  back  on  solid 
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How's  THIS  for  a  tempting 

off  by  the  trust,  whether 

Buy  me— 
Pm 

deal:  You  take  over  a  manu- 

from dividends  or  from  the 

facturing  business,  and 

sale  of  Manville  shares,  are 

deductible 

most  of  your  purchase  price 

a  cost  of  doing  business. 

becomes  a  tax  deduction. 

Someone  who  sells  cars 

Under  a  remarkable  pro- 

can, in  effect,  deduct  the 

vision  written  into  the 

money  spent  to  setde  cases 

1986  tax  law,  Johns 

about  exploding  gas  tanks. 

Manville  gets  a  corporate 

Someone  who  sells  insula- 

tax deduction  for  every 

tion  should  be  able  to 

dollar  that  its  main  share- 

deduct the  money  spent  to 

holder  (a  trust  for  the  ben- 

setde cases  about  defective 

efit  of  asbestos  plaintiffs) 

building  products. 

collects  either  from 

Although  the  plaintiffs' 

Manville  dividends  or  by 

trust  has  $1  billion  in  cash, 

selling  Manville  securities. 

it  paid  out  $245  million  in 

As  far  as  we  know,  there's 

claims  last  year,  so  it's  likely 

nothing  else  like  this  in  the 

to  run  out  of  money  some- 

federal tax  code. 

time.  The  trust  could  sell 

Example:  Last  year  Johns 

shares  a  litde  at  a  time,  but 

Manville  sold  its  forest 

it  might  do  better  to  put  its 

products  division  for  $1.1 

whole  block  up  for  sale. 

billion,  enabling  it  to  pay  a 

says  Robert  Falise,  chair- 

special dividend  of  $6  a 

man  of  the  trust. 

share.  The  trust  collected 

What  would  the  compa- 

$770 million— and  the 

ny  fetch?  A  buyer  might  be 

company  got  a  $770  mil- 

willing to  pay  $20  a  share. 

lion  tax  deduction. 

or  $3.3  billion.  That's  a  lot 

Think  about  it.  If  the 

for  a  company  with  $460 

Ford  Foundation  collects  a 

million  in  debt  and  an 

dividend  on  Ford  Motor 

operating  profit  last  year 

Co.  stock,  that  dividend  is 

(net  before  depreciation. 

not  taxable.  But  imagine 

interest  and  taxes)  of  only 

that  Ford  Motor  got  a  tax 

$308  million.  But  at  $20, 

deduction  when  the  foun- 

the new  owner  would  get 

dation  pocketed  a  dividend 

an  immediate  $2.6  billion 

or  sold  shares.  That  would 

tax  deduction,  which  it 

be  weird. 

probably  could  claim 

Yet  there  is  a  certain 

against  its  own  profits — say, 

arcane  logic  to  Manville 's 

fi-om  making  cars. 

loophole.  Profits  siphoned 

-W.G.    H 

1 

employees  have  profited  handsomely 
from  options  issued  in  the  past  six 
years.  Says  Henry,  "We've  got  people 
in  our  plants  now  who  are  looking  to 
see  what  the  stock  closed  at  today." 
Management  is  looking,  too.  In  the 
past  they  received  compensation  only 
in  cash  on  the  basis  of  cash  flow.  Now 
the  top  65  managers  own  more  than 
6%  in  stock  and  options. 

One  problem  confi-onting  Henry  is 
how  to  produce  growth  in  a  cyclical 
business  that  merely  matches  the 
growth  of  the  economy.  In  Septem- 
ber the  company  warned  that  it  will 
fall  short,  by  10%,  of  analysts'  earlier 


earnings  estimates.  Prices  have  fallen 
sharply  in  the  residential  insulation 
business,  in  which  Johns  Manville  is 
second  to  Owens  Corning. 

The  reason:  Jockeying  for  market 
share,  the  number  three  player,  Cer- 
tainTeed  Corp.,  recently  cut  its 
prices  and  announced  plans  to 
expand  capacity.  Owens  Corning 
and  Johns  Manville  hit  back  by 
slashing  their  own  prices.  Efthimos 
Vidalis,  president  of  insulation  at 
Owens  Corning,  says  the  price  war 
will  continue  until  CertainTeed 
"understands  that  the  top  t\vo  play- 
ers are  determined  to  hold  on  to 


their  market  share." 

While  waiting  for  the  domestic 
market  to  stabilize,  Henry  is  looking 
to  grow  outside  the  U.S.  He  is 
aiming  at  increasing  foreign  revenues 
from  15%  of  the  total  to  30%.  This 
alone  would  add  over  $200  million  in 
sales.  The  amount  of  construction 
activity  in  Asia  is,  he  notes,  "mind- 
boggling." 

He  is  also  looking  for  acquisi- 
tions. Since  early  1996  Johns 
Manville  has  spent  $300  million 
buying  seven  small  companies — a 
striking  departure  for  a  firm  that  has 
been  shedding  assets  for  15  years. 
Rather  than  breaking  new  ground, 
the  acquisitions  have  filled  out  exist- 
ing product  lines. 

For  example,  Mitex,  acquired  in 
May,  is  a  $65  million  (sales)  English 
company  that  weaves  wall  coverings 
out  of  fiberglass  thread.  These  fire- 
resistant  materials  appear  on  the  walls 
of  the  Louvre  in  Paris  and  in  numer- 
ous Swedish  buildings,  including  hos- 
pitals and  McDonald's  restaurants. 
Johns  Manville  had  supplied  Mitex 
with  fiberglass  thread  for  years.  With 
Johns  Manville  management  and 
money  behind  it,  Mitex  will  start  sell- 
ing in  the  U.S.  and  Asia. 

Henry  is  now  stalking  bigger 
game.  One  area  that  looks  particular- 
ly promising  is  the  engineered  prod- 
ucts business.  Johns  Manville  is 
already  the  world's  leading  supplier  of 
fiberglass  substrates,  which  are 
bonded  as  reinforcements  in  roof  and 
carpet  tiles.  Not  exactly  glamorous, 
but  profitable  nonetheless. 

Harvey  Perry  wants  to  break  into 
the  equally  lucrative  market  for  plas- 
tic substrates.  His  plan:  Buy  compa- 
nies that  make  these  plastics,  so  he 
can  supply  his  customers  with  any 
type  of  substrate  they  might  need. 
This  strategy,  says  Perry,  marks  a 
"huge  change"  for  the  company. 
"Jerry  shifted  us  from  selling  what  we 
make  to  serving  markets,"  Perry  says. 

Johns  Manville  has  $460  million  in 
debt^-40%  of  total  capital — but 
thanks  to  its  tax-sheltered  earnings, 
potential  lenders  would  be  more  than 
happy  to  lend  more.  "We  had  a  bank- 
ing conference  here  a  few  months 
ago,"  Jerry  Henry  chuckles,  "and  I 
thought  I  was  back  in  Du  Pont.  Ask 
and  ve  shall  receive."  IH 
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Competition  lias  finally  come  to  residential 

phone  service.  Guess  which  customers 

the  new  services  are  cherry-picking?  The  pits. 

Dial  tones 
for  deadbeats 


By  Christopher  Pahneri 


Sherrell  Hawthorne  is  a  29-year- 
old  furniture  store  clerk  who  moved 
to  Houston  two  years  ago.  She  rang 
up  an  $800  long  distance  bill  calling 
friends  and  family  back  in  Chicago. 
"I  was  homesick,"  she  says.  South- 
western Bell  cut  off  her  service 
when  she  couldn't  pay. 

In  the  past  Hawthorne  might 
have  had  to  go  phoneless  for  a  bit. 
But  last  year  Congress  opened  the 
way  for  competition  in  the  local 
telephone    market.    Now    several 


lost  their  phone  service,  for  as  muci. 
as  $49  a  month.  Folks  who  used  to 
pay  $20  or  so  for  local  service  may 
not  like  the  new  price,  but  they 
don't  have  much  of  an  alternative. 

Local  newspaper,  radio  and  tele- 
vision ads  flush  out  customers 
who've  been  cut  off  by  traditional 
providers.  "Past  due  bills.'  Discon- 
nected? No  problem!"  shouts  a  typ- 
ical ad. 

Houston-based  Local  Telephone 
Service  Co.  Inc.  is  one  of  the  new 
outfits  that  target  the  disconnected. 
Raymond  Solcher,  who  owns  four 
small  warehouses  that  distribute 
groceries   to  welfare   recipients, 
started  the  company  earlier  this 
[J|       year  with   just   $5,000  in   seed 
%K       money.  It's  not  a  particularly  cap- 
'^B       ital-intensive  operation. 
^^B  Solcher    pays    Southwestern 

^^K       Bell  about  $17  per  customer 
■■       and  resells  the  service  for  $35 
^Jr        per    month.    There's    a    $60 
installation  fee,  about  50%  more 
than  what  Southwestern  would 
charge.  Southwestern  does  the 
hookup  and  routine  service.  Cus- 
tomers are  responsible  for  buying 
their  own  phones. 

Southwestern  Bell  blocks  outgo- 
ing long  distance  calls  so  big  bills 
can't    be    run    up.    Solcher   mails 
monthly  bills  to  customers,  most  of 
whom  come  down  to  one  of  his 
stores  and  pay — in  cash.  Each 
day  one  of  his  employees  has  to 
call  up  about  a  dozen  customers 
to  nag.  If  they  don't  pay  by  the 
end  of  the  month,  Solcher  cuts 
them  off — and  won't  restart  the 
service   until   they  pay   up   front 
again.  He  says  he's  signed  up  1,100 
customers  in  just  eight  months  and 
claims  he  is  alread)  making  money. 
Ameritel  Corp.,  a  privately  held 
company  based  in  Portland,  Ore. 
that  does  business  under  the  name 
1-800-Reconex,  already  operates  in 
15  states  and  plans  to  offer  service 
in  all  50.  Dallas-based  US  Telco 
recently  signed  a  deal  to  sell  local 
It  works  like  this:  A  company  gets     phone    service    with    Ace     Cash 
a  state  license  to  buy  local  service      Express,  a  Dallas-based  check-cash- 
from  one  of  the  traditional  monop-      ing  chain  with  680  locations  in  29 
olies  for,  say,  $17  a  month,  about      states. 

$3  less  than  what  retail  customers  US  Telco  founder  David  Pikoff 
normally  pay.  The  firm  then  resells  says  college  students,  military  per- 
the  service  to  customers  who  have      sonnel  and  illegal  immigrants  are  his 


dozen  small  outfits  have  sprung  up 
to  bring  local  service  to  some  of  the 
more  than  6  million  American 
households  that  don't  have  local 
phone  service.  About  100,000  have 
already  signed  up. 
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DIVERSIFY  FOR 
GROWTH  IN  SMALL-CAPS 


T.  Rowe  Price  Diversified  Small-Cap  Growth  Fund  is  our  newest 
opportunity  to  tap  the  long-term  growth  potential  of  small  compa- 
nies. The  fund  takes  advantage  of  proprietary  quantitative  strategies 
to  construct  a  portfolio  that  is  widely  diversified  among  a  large  num- 
ber of  stocks  in  small,  growing  companies.  The  fund's  broad  stock 
diversification  offers  performance  consistent  with  the  small-cap 
growth  market,  and  it  should  provide  less  volatility  than  similar 
funds  with  narrower  portfolios. 

Benefit  from  our  expertise.  T  Rowe  Price  is  recognized  as  one  of 
America's  leading  small-cap  investment  managers,  with  more  than 
$9  billion  in  small-cap  assets  under  management.  Of  course,  since 
small  companies  often  have  narrower  markets,  limited  financial 
resources,  and  less-liquid  stocks  than  larger  companies,  their  share 
prices  will  be  more  volatile.  Minimum  investment  $2,500  ($1,000 
for  IRAs).  100%  no  load. 
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►  International 


Moving  beyond  the  "second  world"  of 
European  telecommunications  into  the 
"third  world"  of  technology,  where 
antiquated  systems  are  being  replaced 
with  the  most  sophisticated  infrastructure 
in  the  world. 
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biggest  customers.  The  latter  like 
the  anonymit)'  of  the  all-cash  opera- 
tion. "They  can  sign  'Mickey 
Mouse'  [on  the  application],"  he 
says.  "I'll  provide  the  service."  Credit 
checks  are  scarcely  needed. 

"We're  not  real  happy,"  says 
William  HoUins,  manager  of  con- 
sumer complaints  for  the  Oklahoma 

'They  can  sign  'Mickey 
Mouse,'  "  says  one  operator. 
'Til  provide  the  service." 


Corporation  Commission.  "These 
companies  are  charging  outrageous 
rates  to  people  who  don't  have  a 
choice."  Mississippi  has  therefore  set 
an  upper  limit  on  monthly  local 
phone  charges  at  120%  of  what  tradi- 
tional providers  charge. 

Hey,  come  on,  you  guys.  Is  it  really 
necessary  to  crack  down  on  these 
outfits.'  Okay,  they  are  gouging  a  bit, 
but  they  are  also  providing  a  needed 
service  to  people  who  are  not  neces- 
sarilv'  too  poor — but  are  probably  too 
improvident — to  pay  their  bills. 

Besides,  it's  a  tough  business  to 
make  big  money  in,  despite  the 
apparent  heftv'  spreads.  Customer 
turnov^er  is  high — about  15%  per 
month — as  is  the  cost  of  advertising 
and  bill  collecting.  Margins  are  thus 
very  thin.  Ameritel  founder  Todd 
Meislahn  claims  he  nets  only  about  a 
nickel,  pretax,  on  evxry  sales  dollar. 
The  average  Baby  Bell  earns  a  pretax 
margin  of  18%. 

Already  competition  among  these 
new  firms  has  cut  per-month  rates  to 
S3 5  from  S49  in  some  areas  and  has 
them  waiving  installation  charges  in 
some  cases. 

There's  irony  in  all  of  this.  One  of 
the  arguments  the  local  telephone 
monopolies  raised  against  local  com- 
petition was  that  the  new  firms  would 
cherry-pick  the  phone  company's 
best  customers — leaving  the  tradi- 
tional monopolies  with  the  higher- 
cost  small  customers. 

Jokes  Charles  Land,  executive 
director  of  Texaltel,  an  Austin,  Tex.- 
bascd  organization  that  represents 
alternative  phone  companies: 
"T'-.:  competition  is  cherry-picking 
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In  an  era  when  "coddle  your  customers"  is  a  retailing 
mantra,  Fry's  treats  its  customers  rough. 
And  yet  they  come  in  droves. 

The  customer  is  always  right.^ 

Not  at  Fry's 


By  Ann  Marsh  and  Scott  Woolley 


John  Fry  built  his  first  superstore 
smack  in  the  middle  of  Silicon  Valley 
in  1985.  The  personal  computer  was 
young,  and  Fry\s  Electronics  catered 
to  a  new  breed  of  shopper,  the  hard- 
core techie.  Chockablock  with  key- 
boards, integrated  circuits,  cans  of 
Coke  and  copies  of  Playboy  magazine, 
the  store  soon  was  designed  to  make 
customers  feel  like  they  were  inside  a 
giant  computer.  Showbiz  aside,  it  was 
serious  one-stop  shopping  with  the 
best  prices  and  selection  in  town. 
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Since  then  Fry's  has  grown  to  16 
stores,  expanding  most  aggressively  in 
the  past  year,  even  as  Circuit  City, 
Best  Buy  and  the  Good  Guys  have 
suffered  from  earnings  downdrafts. 
CompUSA  bucked  the  trend  by  de- 
emphasizing  straight  computer  retail- 
ing of  the  kind  Fry's  specializes  in 
(Forbes,  Sept.  22),  instead  focusing 
on  repair  and  assembly. 

With  the  competition  dius  diverted, 
in  June  Fry's  more  than  doubled  its 
total  selling  space,  to  2  million  square 


reporters.  Forbes  waited  for  two  days 
in  the  company  headquarters  in  San 
Jose,  Calif,  to  have  a  word  with  Fry. 
Suddenly  the  shaggy-haired  41 -year- 
old  magnate  crossed  the  lobby,  a  com- 
pany nametag  giving  him  away.  We 
said,  "Hi."  He  responded  with  a 
knowing  smile  and  bounded  back  up 
to  his  office  two  stairs  at  a  time,  with 
the  agility  of  the  scrambling  quarter- 
back he  once  was.  An  underling  the 
size  of  a  refiigerator  stood  at  the  ready 
to  run  interference. 


ki 

3 

Fry's  Vegas-style  stores 
Decor  is  cute,  but 
the  Queen  of  Hearts 
polices  the  aisles. 


feet,  with  the  $118 
million  acquisition  of 
six  Incredible  Uni- 
verse megastores  in 
the  western  U.S. 
closed  by  Tandy 
Corp.  If  John  Fry 
succeeds  in  swallow- 
ing each  184,000- 
square-foot  bite,  he 
looks  poised  to  take  his  model  nation- 
al. Forbes  estimates  Fry's  per-store 
annual  gross  at  $85  million,  among 
the  highest  in  the  industry,  for  an 
overall  $1 .4  billion.  Best  Buy,  by  com- 
parison, averages  $28  million  at  each 
of  its  272  stores. 

More  remarkable  even  than  the 
numbers  is  the  tale  behind  the  num- 
bers. What  makes  Fry's  special  is  the 
founder's  inherited  touch  for  sales, 
and  his  Las  Vegas  flair  for  marketing. 
It  is  a  story  John  Fry  determinedly 
wants  not  to  be  told.  He  and  his  two 
cofounding  brothers  trust  the  media 
about  as  much  as  tiiey  trust  any  other 
outsider,  which  is  to  say  not  at  all. 

This  is  precisely  the  sort  of  story 
Forbes  cannot  leave  untold.  The  Fry 
brothers  and  their  executives  shun 
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This  man  is  a  piece  of  work.  A 
mathematician  who  might  have  had  a 
career  as  an  academic,  a  football  player 
who  with  better  knees  might  have 
turned  pro.  But  most  important 
among  the  influences  that  made  him 
successful,  he  was  raised  by  a  grocer. 

From  his  dad,  Charles,  John  learned 
how  supermarkets  move  goods.  The 
elder  Fry  founded  Fry's  Food  Stores 
in  the  1950s  in  the  San  Francisco  area 
and  in  Phoenix,  selling  it  for  about 
$14  million  in  1972. 

To  each  of  his  three  sons — John, 
William  Randolph  (Randy)  and 
David — Charles  Fry  handed  $1  mil- 
lion. John,  the  eldest,  had  earned  his 
techie  credentials  rumiing  the  40-store 
chain's  computer  system.  At  Santa 
Clara  University  he  got  a  matii  degree 
while  leading  die  football  team.  When 
injury  scuttied  liis  hopes  for  a  gridiron 
career,  he  decided  the  world  needed 
not  another  grocery  but  a  hypermar- 
ket for  computer  parts. 

Under  John's  leadership  the  brodi- 
ers  pooled  their  money  and  founded 
Fry's  with  John's  onetime  fiancee, 
who,  despite  their  breakup,  remains  a 
Fry's  vice  president.  Today  David  Fry 
o\'ersees  the  company's  computer  sys- 
tems and  Randy  Fry  its  day-to-day 
operations,  leaving  John  fi-ee  to  focus 
on  grand  schemes. 

From  the  start  he  negotiated  deals 
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supermarket-style.  In  short,  he 
sold  shelf  space  to  vendors.  That's 
possible  because  Fry's  generates 
three  times  its  competitors'  foot 
traffic,  says  Dataquest  analyst  Van 
Baker.  Suppliers  of  the  chain's 
30,000  products  pay  sweet  fees 
for  fi-eestanding  placements  at  the 
ends  of  aisles.  A  single  Fry's  loca- 
tion may  contain  more  than  400 
premium  selling  spots  for  which 
Fry's  receives  hundreds  of  thou- 
sands of  dollars.  The  money  is 
used  to  buy  advertisements  in 
local  newspapers. 

The  newspapers  lure  customers  with 
specials.  Sometimes,  if  traffic  is  low, 
Fry's  will  run  loss-leaders  on  items  as 
prosaic  as  Coca-Cola,  a  classic  super- 
market tactic.  Once  in  the  door,  cus- 
tomers are  bombarded  with  merchan- 
dising for  other  goods.  Often  an 
advertised  brand- name  product  will  be 
placed  next  to  a  cheaper  no-name 
brand  with  more  features,  on  which 
Fry's  makes  a  higher  margin.  In  its 
established  stores,  Fry's  turns  over  its 
entire  inventory  once  a  month,  accord- 
ing to  Arthur  Dressel,  a  former  Fry's 
purchasing  supervisor.  That's  more 
than  twice  as  fast  as  its  competitors. 

A  democracy  Fry's  is  not.  Running 
their  stores  like  a  virtual  police  state, 
the  Frys,  by  all  accounts,  keep  theft  to 
a  bare  minimum.  Whether  by  cus- 
tomers or  employees,  thievery  is  a 
huge  cost  in  the  computer  electronics 
industry.  Of  the  $120  billion  industry, 
perhaps  10%  a  year  is  lost  to  theft. 
Many  of  the  goods,  like  computer 


Hawking  TVs  inside  a  Mayan  temple 
Service  is  sometimes  sacrificed. 


Tlie  elusive  John  Fry  at  a  SaberCats  game 
He  mill(s  his  customers  liard. 


Fry's  milks  its  customers  hard. 
Employees  at  the  return  desk  are 
given  bonuses  based  on  the 
number  of  customers  they  talk 
into  taking  store  credit  instead  of 
cash.  Getting  a  reftind  check  can 
take  weeks.  Internally  this  poUcy 
is  referred  to  as  "the  double  H" 
for  "hoops  and  hurdles,"  accord- 
ing to  Kiefer  Da\is,  a  former  cus- 
tomer relations  supervisor  in 
Portland.  The  point  is  to  wear 
customers  down  until  they  give  up. 

Local  Better  Business  Bureaus  rank 
Fry's  stores  as  unsatisfactory,  largely 
memory  chips,  cost  over  $100,  fit  in  a     because  they  refiise  to  respond  to  cus- 
pocket  and  are  easy  to  fence.  tomer  complaints.  Los  Angeles  radio 

Don't  try  that  at  Fry's.  Customers  station  KROQ  once  devoted  an  entire 
must  nm  a  gaundet  of  security  guards,  morning  segment  to  dissecting  Fry's 
who  look  for  anything  suspicious,  infiiriating  service. 
Above  kitschy  theme  displays — Indian  Despite  its  contempt  for  the  trendy 
temples,  thatched  huts,  castle  walls —  "coddle  your  customers"  philosophy, 
are  rows  of  security  cameras.  They  Fry's  pulls  them  in.  The  huge  parking 
cover  the  ceiling  in  a  grid,  spaced  just  lots  are  routinely  packed,  especially  at 
15  to  20  feet  apart.  lunchtime  or  after  work.  "Fry's  has 

Each  store  is  laid  out  for  maximum  the  selection,  and  sometimes  the 
openness  to  discourage  employees  or  prices,  to  make  you  swallow  your 
customers  fi^om  finding  blind  spots  in  pride,"  says  James  Nelson,  a  software 
which  to  pocket  merchandise.  There  programmer  who  runs  one  of  two 
are  no  stock  rooms;  supplies  are  stacked  Web  sites  for  angry  Fry's  customers, 
in  plain  view  at  the  edges  of  the  selling  "It's  kind  of  like  s8cM.  You  have  to  go 
floor.  Employees  are  searched,  arms  back  for  more." 
outstretched,  at  the  end  of  the  work-  Lawyer  Martin  Anderson  of  Santa 

day.  Dumpsters  are  monitored — even  Ana,  Calif,  has  represented  a  customer 
sent  back  at  random  to  headquarters  in  who  sued  Fry's  for  alleged  injuries  re- 
San  Jose — to  ensure  diat  \'aluable  parts  ceived  fi-om  security  guards.  Anderson 
aren't  smuggled  out.  admits  reluctantiy  that  even  he  and  his 
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aggrieved  client  still  shop  at  Fry's. 

And  though  Fry's  doesn't  coddle  its 
customers,  it  does  believe  in  keeping 
them  entertained.  For  about  $1  million 
per  location,  Fry  hired  a  designer,  for- 
merly of  Lucas  Films,  George  Lucas' 
film  production  company,  to  concoct 
extravagant  fantasy  themes.  In  Wood- 
land Hills,  Calif,  it's  Alice  in  Wonder- 
land. A  giant  mushroom  sprouts  fi-om 
between  aisles  of  goods.  A  life-size  Mad 
Hatter  hosts  dinner  at  a  fiill  table  not 
far  fi"om  racks  of  software  and  CDs. 
Other  store  themes  include  a  Mayan 
temple  in  San  Jose  and  a  medieval 
castle  in  Fountain  Valley,  Calif.  Fry's 
reportedly  will  retrofit  its  six  newly 
acquired  locations  with  themes. 

It's  the  handiwork  of  an  eccentric. 
And  Fry  qualifies.  John  Fry  spends  his 
free  time  collecting  original  mathe- 
matics books  and  writings  of  Nobel 
Prize  winners  like  Albert  Einstein. 
With  $5  million  he  founded  an  insti- 
tute of  mathematics  that,  among  other 
things,  is  working  to  crack  the  Rie- 
mann  hypothesis,  one  of  the  most 
famous  still-unsolved  mathematical 


quandaries.  Along  with  his  indepen- 
dently wealthy  wife,  he  invested  nearly 
$1.5  million  to  buy  the  San  Jose 
SaberCats,  an  arena  football  team  fi-an- 
chise  v^th  offices  on  the  ground  floor 
of  Fry's  headquarters. 

Lifestyle?  The  couple  live  in  an  un- 
pretentious rented  home  in  upscale 
Palo  Alto.  Fry  reportedly  won't  buy  a 
house  in  the  area  because  local  hous- 
ing prices  are  exorbitant. 

His  penny-pinching  shows  in  his 
staffing  poHcies.  Instead  of  hiring 
knowledgeable  salespeople,  Fry's  hires 
neophytes  for  about  $6  an  hour, 
paying  few  commissions.  It  assumes  its 
techie  customers  already  know  more 
than  any  salesperson  could.  Pre- 
dictably, employee  turnover  is  a  big 
problem.  To  help  with  this,  managers 
sometimes  are  given  bonuses  if  they 
keep  their  departments  fiilly  staffed. 

Will  the  Fry's  concept  travel  well.> 
The  newest  locations  (the  former 
Tandy  stores)  take  Fry's  away  fi^om  its 
California  base  and  into  Arizona, 
Texas  and  Oregon.  Preliminary 
reports  from  Houston  and  Pordand 


suggest  that  openings  have  not  goi.. 
smoothly.  Traffic  has  been  slow  there, 
and  most  former  Tandy  managers, 
chafing  under  the  Fry's  regime,  have 
jumped  ship.  Says  another  manager, 
"Ethics  is  not  a  word  in  Fry's  vocabu- 
lary, nor  will  it  ever  be." 

The  Frys'  response.'  There  is  none. 
Employees  may  grouse  and  quit,  but 
as  long  as  new  ones  come  along,  John 
Fry  doesn't  see  it  as  a  problem.  Same 
with  customers — ^let  'em  gripe,  as  long 
as  they  keep  coming. 

How  far  can  John  Fry  take  his 
tough,  cynical  concept.'  Will  it  contin- 
ue to  fly  as  he  moves  further  fi-om  his 
tech-sa\"VT  home  base.'  In  1997,  for 
the  first  time,  PC  sales  through  direct 
marketers  such  as  Dell  and  Gateway 
2000  surpassed  sales  through  retailers. 
That  trend  is  sure  to  continue  as  more 
people  shop  over  the  Internet.  And,  of 
course,  the  early  adapters  will  be  the 
real  technolog)^  freaks — Fry's  bread- 
and-butter  clientele. 

As  with  most  any  business,  in  the 
end  the  customers  will  decide  how  tar 
the  Frys  will  go.  ^M 


Short-term  fever? 

hy  B.Grady 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
Welcome^^  the  short  .^etm  wotid. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-term 
discipline  behind  every  Kemper  Fund. 
So    ;^     that     shoit-term  fe^^^ 


whafhe 


VA\oa.  -.^  <ee^ 

Y/  hy  it's  that  Kemper  Funds  long-term 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 
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7  couldn't  sit  through  my 

favorite  sitcom  for  more  than 

five  minutes... I  couldn't  even 

bring  myself  to  order  slow- 
■.         roasted  chicken." 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


v.,  ^^  ^5^^S 
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out    % 
ive  market  is  what  Kemper's 

been  doing  for  nearly  50  years  now  — 

in  a  world  that's  become  increasingly 

short-term  focused.  If  their  long-term 

discipline  can  cut  through  an  everyday 

scenario  this  easily,  imagine  what 

Kemper  Funds  can  do  for  your  portfolio. 

Ask  your  financial  advisor  about 

the  long-term  thinking  behind  Kemper 

Funds.  Or  call  l-888-Kemper-7  ext.  917 

or  visit  www.kemper.com 


pire 


do 
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KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world^ 

For  a  prospectus  containing  more  complete  infonnation 
including  management  fees  and  expenses,  call  Kemper. 
Please  read  it  carefully  before  investing  or  sending 
money.  ©  1997  Zurich  Kemper  Distributors,  Inc. 
A  member  of  the  ©ZURICH  Group  1034940 


Introducing  a  brand  new  chemical 


Additives 

Every  day  we  transform  products  and 

Consumer  Care 

substances  into  thousands  of  applications 
worldwide.  Now  we've  transformed 

Performance 

ourselves  into  an  exciting  new  breed  of 

Polymers 

company.  Like  every  natural  evolution  it 

Pigments 

has  happened  with  good  reason. 

Textile  Dyes 

Ciba  Specialty  Chemicals. 

Ciba  Specialty  Chemicals  has  developed 
to  anticipate  and  meet  customers'  changing 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  11 7  global 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible, 


symbol. 


agile  and  quick  to  react.  By  specializing 
in  five  key  areas  of  expertise,  we  will 
constantly  deliver  the  brightest  solutions 
to  every  fresh  challenge.  We're  investing 
more  and  more  in  research  and 
development  soexpect  to  see  ever  greater 


heights  of  innovation  wherever  you 
see  the  sign  of  the  butterfly.  For  more 
information  on  the  company  that's 
transforming  the  specialty  chemical 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 


Ciba 
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Value  beyond  chemistry 


Small  stocks  are  hot  and  that's  great  news  for  the  bucket  shop  operators. 

Microcap  versus 
Micirocirap 


By  Matthew  Schifrin 

On  Wall  Street  nothing  succeeds 
hke  excess.  After  seven  years  during 
which  big-cap  stocks  ruled  the 
market,  small-company  stocks  are  on 
the  move.  So  far  this  year  the  Nasdaq 
index  is  up  35%  compared  with  27% 
for  the  Dow  Jones  industrial  average. 

To  no  one's  surprise,  Morningstar 
reports  that  17  new  microcap  funds 
have  been  started  so  far  this  year.  In 
the  month  of  September  alone,  ac- 
cording to  Securities  Data,  some  53 
IPOs  involving  mosdy  smaller  compa- 
nies came  to  market — close  to  the 
monthly  highs  set  in  1993. 

Not  to  be  left  out,  the  bucket  shop 
operators  are  squirming  out  of  the 
woodwork.  According  to  securities 
regulators  like  Andrew  Kandel,  chief 
of  investor  protection  for  the  New 
York  State  Attorney  General's  Office, 
the  microcap  boom  is  luring  unsus- 
pecting investors  right  into  the  hands 
of  the  bucket  shops. 

With  help  from  Forbes,  the  au- 
thorities finally  drove  superbucketeer 
Robert  Brennan  out  of  business,  and 
last  month  the  U.S.  Supreme  Court 
refused  to  hear  his  appeal  of  a  $75 
million  fine.  But  like  Proteus  of 
Greek  myth,  the  peddlers  of  phony 
stocks  keep  assuming  new  shapes. 
According  to  the  North  American 
Securities  Administrators  Association 
(nasaa),  about  $6  billion  is  swindled 
every  year  from  unsuspecting  victims 
by  sleazy  brokers  of  worthless  stocks, 
usually  using  the  familiar  cold-calling 
approach.  So  far  this  year,  Kandel 
says,  investor  complaints  have 
zoomed  to  more  than  4,400  in  New 
York  State  alone,  up  from  2,000  two 
years  ago.  Because  it  is  home  to  Wall 
Street,  New  York  has  recently  been 
fertile  turf  for  stock  swindlers. 

Investing  in  small  stocks  is  by 
nature  a  chancy  business.  They  are 
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A  former  bucket  shop  broker  testifying  at  Microcap  Stock  Fraud  Hearings 
Make  high-pressure  cold  calls  or  get  your  legs  broken. 


often  young  companies,  untested  or 
heavily  dependent  on  a  single  prod- 
uct or  market.  Take  even  Forbes' 
200  Best  Small  Companies  in  Amer- 
ica. Carefully  vetted  though  this  list 
is,  each  year  a  big  portion  of  the 
companies  drop  off  it,  some  even 
falling  into  oblivion.  But  at  least  these 
are  real  companies.  There's  a  lot  of 
stuff  out  there  that  isn't  much  more 
than  a  name  and  a  nominal  incorpo- 
ration fee. 

Here  are  a  few  suggestions  to  help 
you  distinguish  microcap  from 
microcrap: 

1.  Understand  that  getting  stock 
in  really  good  iPOs  is  nearly  impossi- 
ble for  the  average  investor.  Broker- 
age firms  t}^pically  reserve  all  of  their 
hot  initial  public  offering  stock  for 
big  institutional  clients  like  Fidelity. 
If  a  voice  on  the  telephone  tells  you 
that  you,  lucky  you,  can  get  into  a 
hot  stock,  be  100%  certain  that  the 
voice  belongs  to  a  crook.  Hang  up 


and,  if  you  are  public-spirited,  report 
the  voice  to  your  local  securities 
commissioner. 

2.  Avoid  any  stock  in  a  recent  IPO 
priced  below  $8:  The  low  price 
probably  means  it's  a  development- 
stage  company,  which  means  there 
are  no  earnings  and  probably  no  rev- 
enues. The  outside  investors  put  up 
most  of  the  money  and  the  insiders 
keep  most  of  the  stock. 

The  record  shows  that  under-$8 
stocks  or  units  are  suckers'  bait.  In 
1996,  for  example,  there  were  874 
initial  public  offerings,  according  to 
Securities  Data  Corp.  Of  these,  266 
were  initially  priced  at  $8  or  under. 
All  874  were  launched  into  a  hot 
stock  market  for  small  stocks.  Yet  the 
$8  stocks  of  1996  rose  just  6.7%  on 
average,  while  those  priced  above  $8 
gained  around  50%. 

3.  Know  your  names.  Merrill, 
Schwab,  Fidelity  and  Prudential  are 
all  familiar  names,  and  there  are 

Forbes  ■  November  3,  1997 
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(In  other  words,  whatever  you  need  to  move  your  business.) 


You  already  know  that  UPS  offers  more  guaranteed,  on-time  delivery  options  than  anyone!  We'd  Hke  to  remind  you  why.  Your 
business  demands  it.  And  nobody  is  more  committed  to  your  business  than  UPS.  Every  truck,  every  plane  —  indeed,  every 
UPS  person  —  is  fully  dedicated  to  getting  whatever  you  need,  wherever  you  need  it,  whenever  you  need  it  there.  Consider 
the  range  of  delivery  options  only  UPS  can  offer.  Same  day?  Overnight  by  8  A.M.?  10:30  A.M.?  How  about  2nd  Day  A.M., 
or  Worldwide  Express?  Even  Saturday  delivery.  Whatever  your  business  demands,  we  will  deliver.  Just  say  the  word. 


MOVING  at  the  SPEED  of  BUSINESS.' 


www.ups.com    •   1-8  0  0  ■  P  1  C  K- U  P  S 


lall  for  guarantee  details.  ©1997  United  Parcel  Service  of  America,  Inc. 


plenty  of  good  brokers.  But  there  are 
also  plenty  with  impressive  names 
who  are  plain  crooks.  Stratton  Oak- 
mont,  Hanover  Sterling  and  Hibbard 
Brown  are  bucket  shops,  and  cost 
investors  hundreds  of  millions  of  dol- 
lars. If  you  are  in  doubt,  nasaa  (202- 
737-0900)  Avill  give  you  the  numbers 
of  state  securities  regulators.  Or  call 
the  National  Association  of  Securities 
Dealers  (nasd)  (1-800-289-9999). 

Some  of  the  cold-calling  bucket- 
eers  are  so  crude  that  only  an  utter 
neophyte  could  be  hooked  by  them. 
But  some  of  them  are  pretty  smooth. 
Just  ask  Dr.  Richard  Cooper  of  Val- 
dosta,  Ga.  In  early  1996  he  received 
a  phone  call  from  an  outfit  called 
Investors  Associates,  located  in  Hack- 
ensack,  N.J.  The  broker  offered 
Cooper  shares  in  a  hot  microcap 
company  called  Cheyenne  Software. 
Cooper  knew  it  was  a  good  company, 
and  put  in  $3,200.  The  stock  did 
well.  A  few  days  later  the  broker, 
Michael  DiFrancesca,  called  and  of- 
fered Cooper  shares  in  Compare 
Generiks,  a  marketer  of  dietary  sup- 


Out  of  the  woodwork 

Number  of  complaints  by  investors 
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Source:  New  York  State  Attorney  General'i  Office. 


As  the  market  for  microcaps  heats  up, 
investor  complaints  do,  too. 
One  scam  hotbed:  New  Yorl(. 


plements.  A  sensible  man.  Cooper 
said  no;  he  wouldn't  invest  in  a  com- 
pany that  had  never  earned  a  dime. 
Oh,  well,  the  broker  said,  we  do 


get  stocks  like  Cheyenne  but  youl 
ha\e  to  move  fast.  Why  not  wire  me' 
575,000  to  keep  on  hand  for  when 
something  really  good  comes  along? 
Cooper  took  the  bait. 

While  Cooper  was  on  his  honey- 
moon, DiFrancesca  bought  him 
$75,000  worth  of  Compare  Gener- 
iks. When  Cooper  returned  and  tried 
frantically  to  reverse  the  unauthorized 
trade,  his  broker  refused  to  come  to 
the  phone.  By  the  time  Cooper  start- 
ed to  threaten  legal  action, 
DiFrancesca  had  already  moved  to 
another  boiler  room.  Compare 
Generiks  is  worth  one -third  what 
Cooper  bought  it  for.  Cooper  con- 
sidered suing,  but  "my  lawyers 
advised  me  not  to  throw  my  good 
money  after  bad.  They  say  it  will  be 
hard  as  heck  to  prove  my  case,"  says 
Cooper,  37. 

When  the  cold  call  comes,  slam  the 
phone  down.  Dick  Friend,  president 
of  an  environmental  testing  firm  out 
of  Waverly,  N.Y.,  was  polite  to  a 
bucketeer  and  lived  to  regret  it. 
"Normally  I  hang  right  up  [on  tele- 


I 


Downsizin 


Now  how 


wat 


do  you  keep  looking  goer 


The  key  is  building  a  workforce  that's  more  effective.  One  that's  more  flexible.  One  that  gives  you  a  clear  comf 
that's  integral  to  your  business  strategy.  It's  a  whole  new  approach  we  created  while  working  with  dozens  ofbli 
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Dr.  Richard  Cooper 
and  his  bride,  Joy 
He  lost  his  life's 
savings  to  a 
sleazy  broker 
and  a  junky 
microcap  stock 
while  they  were 
honeymooning. 


marketers].  But  I  don't  like  being  tinental   Broker-Dealer   Corp.,   an 

rude;  it  is  not  the  way  we  are  brought  order  to  buy  $22,500  worth  of  New 

up  around  here,"  says  Friend.  Big  England  Telecom.  Next  thing  he 

mistake.  Friend  ended  up  giving  the  knew,  the  broker  switched  the  blue 

broker,  an  obscure  outfit  called  Con-  chip  and  bought  on  margin  some- 


thing called  Birman  Managed  Ca. . 
Between  the  transaction  fees  and  the 
stock  dropping.  Friend  lost  S5,000. 

The  sleazesters  are  keeping  the 
phone  lines  hot  these  days.  Testimo- 
ny before  the  New  York  State  Attor- 
ney General's  Office  late  this  summer 
revealed  that  most  of  these  bucket 
shops  hire  inexperienced  young  men 
to  make  400  scripted  calls  per  day 
using  the  name  of  an  actual  licensed 
broker  working  at  the  firm.  With  a 
black  hood  pulled  over  his  head,  one 
former  broker  testified  before  the 
New  York  State  Attorney  General's 
public  hearings  on  microcap  stock 
fraud:  "Once  I  tried  to  stand  up  for 
the  right  thing  and  tell  the  owner 
how  wrong  his  sales  practices  were. 
He  told  me  that  I  was  going  to  get 
thrown  out  the  window  and  have  my 
legs  broken." 

Be  careful.  And  tell  your  brother- 
in-law,  and  especially  your  retired  par- 
ents and  aged  grandparents,  to  be 
careful.  The  less  they  know  about 
investing,  the  more  vulnerable  they 
mav  be.  ^M 


in  print. 


I  great  way  to  look  good  i 


Me  you're  UpSlZUl 


milage.  Enter  Strategic  Workforce  Management""  from  Norrell.  Working  together,  we  develop  a  workforce  strategy 
fipanies.  Companies  like  yours.  Let  us  show  you.  And  you'll  see  upsizing's  upside. 

Strategic  Workforce  Management- 
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POINT  OF  VIEW 


Something  wicked 
this  way  comes 


BY  STEVE  H.  HANKE 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at  The 
Johns  Hopkins 
University  in  Baltimore. 


The  Dow  is  more  volatile  now  than  at  any 
otlier  time  since  1987.  This  means  there  is 
wide  disagreement  between  the  bulls  and 
bears,  a  portent  of  change  to  come. 

Wlience  will  come  the  news  that  will  create 
the  change  in  the  market's  direction?  Asia. 

Japan,  China,  the  4  tigers  and  the  24  devel- 
oping Asian  economies  account  for  36%  of 
total  U.S.  imports.  Their  prosperity^  matters  to 
the  U.S.  Troubles  in  Asia  are  much  worse  for 
U.S.  financial  markets  than  disturbances  in 
Latin  America,  which  accounts  for  only  16% 
of  total  U.S.  imports. 

Asian  economies  are  suffering  fi"om  massive 
deflation,  with  Japan  hardest  hit.  Money  is 
extremely  cheap  in  Japan.  The  Bank  of  Japan 
discount  rate  is  currentiy  0.5%,  versus  5%  in  the 
U.S.  In  early  October  the  Japanese  long-bond 
yield  plunged  below  1.85%.  Yet  the  Japanese 
economy  remains  in  a  slump.  Japanese  GDP 
declined  by  2.9%  in  the  three  months  prior  to 
June  30,  an  annualized  decline  of  11.2%,  the 
biggest  drop  since  the  downturn  caused  by  the 
OPEC  oil  price  shock  of  1974.  Inventories  are 
piling  up  at  Japanese  businesses. 

Japan's  dismal  performance  would  have 
been  even  worse  were  it  not  for  the  yen's 
recent  weakness  against  the  U.S.  dollar  and 
the  boost  that  has  given  to  Japan's  exports  to 
the  U.S.  But  remember:  Almost  40%  of 
Japan's  exports  go  to  other  Asian  nations. 
Thailand,  Indonesia,  Malaysia  and  die  Philip- 
pines are  all  in  various  stages  of  turmoil. 
Indeed,  their  recent  currency  devaluations 
have  decimated  many  a  balance  sheet,  sent 
their  economies  spiraling  downward  and  left: 
their  warehouses  bulging  with  unsold  goods. 
This  can  only  mean  that  Japanese  exports  to 
those  countries  will  drop  sharply. 

These  deflationary  events  must  eventually 
spread  to  the  U.S.  The  Asians  ^vill  try  to 
export  their  way  out  of  trouble.  As  they 
beggar  their  trading  partners,  companies  in 
the  rest  of  the  world  will  see  what  pricing 
power  they  have  wither  away,  even  while  their 
costs  slowly  rise.  1  don't  have  to  belabor  the 
point  about  what  this  will  do  to  the  earnings 
gains  the  U.S.  stock  market  has  come  to 
depend  upon.  This  spells  trouble  for  the  Dow 


and  the  s&r  500,  and  for  global  capital  mar- 
kets generally. 

The  magnitude  of  the  squeeze  on  U.S. 
profit  margins  will  depend,  in  large  part,  on 
the  dollar- yen  exchange  rate.  From  1949  to 
1971,  the  yen  traded  comfortably  at  its  Bret- 
ton  Woods  parit)'  of  360  yen  to  the  dollar.  In 
1971  the  yen  was  allowed  to  float;  from  then 
until  x\pril  1995,  it  rose  relentiessly  until  it 
took  just  80  yen  to  make  a  dollar.  This  so- 
called  yen  syndrome  is  brilliandy  described  by 
Ronald  McKinnon  and  Kenichi  Ohno  in  their 
new  book  Dollar  and  Ten  (mix  Press, 
$39.50).  A  good  part  of  this  appreciation  was 

Asia's  deflationaiy 
events  must  eventually 
spread  to  the  U.S. 


a  consequence  of  aggressive  U.S.  mercantilist 
policies  toward  Japan,  including  periodic 
threats  of  trade  wars. 

Japanese  industry  reeled  as  the  yen  reached 
its  aUtime  high  of  80  to  the  dollar.  It  was  only 
then  that  Washington  finally  realized  that  its 
mercantilist  policies  had  gone  too  far.  Conse- 
quentiy,  the  U.S.  stopped  bashing  Japan  and 
the  yen  dropped  by  almost  35%  to  today's 
122  yen  to  the  dollar. 

Treasury  Secretary  Robert  Rubin  has 
recentiy  thrown  some  crumbs  to  the  protec- 
tionist wing  of  the  Democratic  Part\^  by 
admonishing  the  Japanese  about  their  bal- 
looning trade  surplus  and  hinting  that  Wash- 
ington would  like  to  see  a  stronger  yen.  But 
this  is  mainly  rhetoric.  Rubin  knows  that  a 
s\\dtch  back  to  a  strong-yen  policy  would  kick 
the  Japanese  economy  when  it  can  least  afford 
to  be  kicked.  Therefore,  I  don't  take  seriously 
the  current  dollar- bashing  by  the  Clinton 
Administration.  With  my  fellow  Forbes 
columnist  Andy  Krieger  (Forbes,  Oct.  20),  I 
predict  a  much  weaker  yen  and  rising  U.S. 
imports  from  Japan — and  more  pressure  on 
U.S.  profit  margins  at  a  time  when  Wall  Street 
is  looking  for  strong  earnings  growth. 

No  wonder  Warren  Buffett,  John  Temple- 
ton,  Laurence  Tisch  and  Sandy  Weill  are — in 
various  ways — stocking  up  on  U.S.  bonds.   ^ 
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By  Paul  A.  Eisenstein 


Your  brain 

tells  your  hands 

to  turn. 


The  car  respon 


In  a  BMW,  response  to  every  input  Is  Immediate.  Your  knowledge  of  the  car's  handling, 
almost  telepathic. The  result:  a  seamless  bcj.d  between  car  and  driver.  And  a  driving 
experience  plugged  directly  into  yoursense>    -800-334-4BMW.  Orwww.bmwusa.com 
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eavesdropping 


'y  1997  BMW  of  North  Arnericarlnc.The  BMW  name  and  logo  are  registered  trademarks. 


The  Ultimate  Driving  Machine" 
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By  Paul  A.  Eisenstein 

The  sleek  sedan  merges  into  free- 
way traffic  and  nudges  its  way  over  to 
the  express  lane.  Settling  into  the  flow 
of  Monday  morning  rush  hour,  the  dri- 
ver slips  his  hands  off  the  steering 
wheel,  reaches  into  his  briefcase  and 
pulls  out  the  morning  paper  Opening  it 
up  to  the  sports  section,  he  settles  back 
to  read  as  the  car  races  along  at  a  com- 
fortable 100  miles  an  hour 

A  scenario  for  disaster?  Certainly, 
on  a  conventional  freeway.  But  thanks 
to  a  ground-breaking  experiment  on  an 
eight-mile  stretch  of  1-15  near  San 
Diego,  fully  automated  highways  may 
soon  move  from  the  realm  of  science 
fiction  to  the  world  of  science  fact. 
Sponsored  by  the  National  Automated 
Highway  System  Consortium  (NAHSC), 
the  $25  million  project  has  fielded  a 
fleet  of  sedans  equipped  with  sophisti- 
cated technology  smart  enough  to  put  a 
car  on  autopilot,  even  during  the  dens- 
est rush-hour  traffic.  NAHSC  officials 
believe  that  by  2000  the  nation 
could  be  crisscrossed  with  a  net- 
work of  automated  roadways. 

Innovation  is  revolution- 
izing the  auto  industry. 
Much  of  it  comes  in  the 
form  of  the  computer 
chip,  which  is  helping 
reshape  the  cars  we  drive, 
how  we  drive  them  and 
even  how  we  buy  them. 
Computer-aided  design  sys- 
tems are  helping  automakers 
bring  better  cars  and  trucks  to  market 
faster  and  at  a  lovwer  investment.  That 
means  vehicles  are  better  matched  to 
current  consumer  trends  —  at  a  price 
motorists  are  willing  and  able  to  spend. 
Onboard  sensors  automatically  adjust  a 
vehicle's  suspension  to  match  road  con- 
ditions, and  detect  and  prevent  skids  so 
quickly  a  driver  may  never  even  notice. 

And  computers  give  millions  of 
consumers  access  to  the  Internet,  which 


serves  not  only  as  a  source  of  automo- 
tive information  but  also  as  an  alterna- 
tive to  the  traditional  "method  of  buying 
a  car  Use  the  World  Wide  Web  to  spec 
out  a  new  Oldsmobile  Intrigue,  or  take  a 
virtual  test  drive  of  the  BMW  Z3.  The 
Net  even  has  a  place  for  used-car  buy- 
ers. The  jaguar  Remarketing  Computer 
Network  makes  it  easy  to  search  jag 
dealers'  lots  across  the  country  to  find  a 
"previously  owned"  vehicle  that  match- 
es your  needs. 

Innovation  isn't  limited  to  the  com- 
puter chip,  though.  Breakthroughs  in 
engine  design  mean  today's  cars  are 
cleaner  and  more  fuel-efficient  than 
ever  They're  also  significantly  safer  — 
;   as  reflected  by  the  steady  decline 
'   in  highway  fatalities,  even  though 
American  motorists  drive  more  and 
more  each  year. 
;  Engineers  seem  poised  to  grasp  the 

!    Holy  Grail  of  automotive  design:  the 
trouble-free  car.  It's  common  for  today.'s 
vehicles  to  go  as  much 
:    as  100,000 


r 


ago.  Cassette  and  CD  sound  systems  are| 
commonplace,  as  are  power  windows, 
seats  and  remote  keyless  locks. 

Today's  cars  are  better  tuned  to  meet 
our  individual  needs.  There  are  sedans, 
coupes  and  wagons  in  virtually  every 
shape  and  size.  But  we  can  also  choose 
from  compact  sport-utility  vehicles, 
quad-cab  pickups  and  extended  minivans. 
In  today's  complex  and  competitive 
auto  industry,  innovation  is  the  key 
not  only  to  success,  but  also  to  survival. 
And  in  this  special  section,  we'll  look 
at  how  a  select  group  of  automakers  is 
meeting  the  needs  of  today's  drivers 
and  planning  for  tomorrow. 

FORD  TAURUS: 

Keeping  Car-Buying  Simple 
and  Affordable 

The  auto  industry  is  in  the  midst  of 
a  retail  revolution.  It's  been  more  than 


Ford's  1998  Taurus 

lineup  has  two 

series  of 

well-equipped 

and  affordable 

models. 


miles  between 
tune-ups,  and  according  to  the  latest 
studies  by  the  quality  gurus  at  J.D. 
Power  and  Associates,  the  average  buyer 
is  likely  to  experience  only  one  "prob- 
lem" during  the  first  90  days  of  owner- 
ship, a  fourfold  drop  in  barely  a  decade. 
Indeed,  Power  reports  more  than  half  of 
all  new  car  buyers  experience  absolutely 
no  problems  at  all. 

Moreover,  the  new  1 998  models  are 
equipped  with  far  more  features  than 
the  vehicles  we  bought  just  a  decade 


1 00  years  since  the  Duryea 

Brothers  sold  their  first  car,  and  from 
;  the  sales  side,  at  least,  the  business 

hasn't  changed  all  that  much  since  then. 

But  suddenly,  the  car-buying  process  is 
■  facing  a  significant  transformation.  And 
'  it's  good  news  for  consumers. 

Ford's  approach  to  this  transforma- 
:  tion  is  to  blow  its  customers  a  kiss. 

For  those  buying  a  car,  the  automaker 
;  wants  to  keep  it  simple  and  straightfor- 
I  ward.  There  was  a  time,  not  all  that  longl 

ago,  when  you  could  literally  come  up 
'.  with  millions  of  different  ways  to  order 
:  a  car  like  the  Ford  Taurus.  There  were 


INVINCIBLE. 

That's  how 
you  fee 


behind  the 


Rcnicinbcr  how  your  spirii  soared  ihc  moment  you  donned  that  cape? 
You  fell  like  you  coukl  concjuer  the  world.  So  its  only  natural  that  one  day 
you'd  find  yourself  in  a  GMC  Yukon.  Its  exhilarating  255  hp  V8  delivers  more 
power  than  any  other  sport  utility.*  And  Yukon's  Autotrac'^'  system**  is  so 
advanced  it  actually  senses  changing  road  conditions  and  adjusts  automatically 
from  2Wr)  to  4WD.  So,  while  no  one  is  e\'er  truly  invincible,  with  more  power 


acU'ancet 


logy  Yukon  can  make  you  feel  like  a  hero  all  o\'er  again. 
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dozens  of  options  groups  and  scores  of 
stand-alone  accessories.  Trying  to  put 
together  precisely  the  right  package  was 
a  tiring  task  that  challenged  buyer  and 
salesperson  alike. 

For  1998,  the  ordering  process  has 
become  not  only  simpler  —  as  Ford  cuts 
back  to  just  a  two-series  lineup  on  most 
of  its  passenger-car  models  —  but  also 
less  expensive.  Take  the  Taurus. 
America's  best-selling  passenger  car  will 
be  offered  only  in  LX  and  SE  versions, 
doing  away  with  the  GL  and  the  base  G 
series.  The  LX  and  SE  models  will  be 
well-equipped  and  affordable. 

"They  won't  be  loaded  up  with  a  lot 
of  equipment  customers  don't  want,  nor 
missing  key  pieces  they  expect," 
explains  Ford's  Marketing  Director, 
Robert  Rewey.  The  "base"  Taurus  LX,  for 
example,  now  comes  with  air  condition- 
ing, power  windows  and  mirrors  and  a 
tilt  steering  wheel,  all  as  standard  fea- 
tures. And  Ford  also  has  simplified  its 
option-package  offerings.  There'll  be 
fewer  groups  better  organized  to  reflect 
popular  buying  patterns. 

A  part  of  the  company's  global 
reorganization,  dubbed  Ford  2000,  the 
realignment  will  pay  off  for  both  car- 
maker and  customer  It  will  help  Ford 
improve  manufacturing  efficiencies.  And 
the  automaker  intends  to  pass  those 
savings  on  to  consumers.  Easy  to  say, 
but  the  proof  is  in  the  price  tag:  For 
1998,  the  average  Ford  passenger-car 
model  will  cost  1.1%  less  than  it 
did  in  1 997  —  even  with  a  variety  of 
additional  equipment.  _ 

The  price  tag  is  being  trimmed  on 
many  options  and  packages,  as  well. 
Last  year,  it  cost  $2,600  to  order  Ford's 
sophisticated,  24-valve,  3.0-liter  V6  on 
the  Taurus  LX.  This  year,  that  high- 
performance  Duratec  V6  is  a  $495 
option.  That's  good  news  for  today's 
increasingly  price-sensitive  car  buyers. 

There  are  other  big  changes  in 
automotive  retailing  under  development 
at  Ford.  In  Indianapolis,  it  is  working 
with  local  dealers  to  create  a  simplified 
network  of  superstores  and  satellite  ser- 


vice centers  that  will  be  located  close 
to  where  customers  live  and  work.  The 
goal  is  to  create  a  "high-tech,  customer- 
friendly  environment."  Sales  staff  will 
receive  bonuses  based  on  how  well  they 
satisfy  buyers,  rather  than  how  many 
cars  they  sell.  Customers  will  have 
access  to  computer  kiosks  linked  to  the 
Internet  and  other  information  sources. 
Owners  may  even  be  able  to  use  the 
World  Wide  Web  to  schedule  service 
appointments  and  buy  parts. 

The  Internet  is  playing  an  extensive 
role  in  the  automaker's  effort  to  reach 
out  to  its  owners  and  customers,  provid- 
ing them  a  link  to  the  world  of  Ford.  By 
going  on-line,  they  can  find  extensive 
information  about  Ford  products  and 
services  —  in  fact  do  just  about  every- 
thing short  of  ordering  a  car. 

The  idea  behind  the  retail  revolu- 
tion may  be  to  keep  things  simple,  but 
consumers  will  benefit  from  having 
more  information  and  control  over  the 
buying  process. 

SAAB: 

Committed  to  Safety  Innovations 

For  years,  few  in  the  auto  industry 
would  even  discuss  the  word 
--  "safety"  —  let  alone 
advertise  and 
promote  it. 

The  Saab  9-5 
introduces 
the  Saab  Activi 
Head  Restraii 
designed  to 
minimize 
whiplash,  2nd 
several  other  new 
safety  systems. 

The  industry  maxim  was  that 
"safety  doesn't  sell."  Chrome  and  big 
engines  were  what  motorists  really 
wanted.  There  were  only  a  few  car- 
makers willing  to  buck  conventional 
wisdom,  and  among  them  was  Saab. 
As  recent  trends  have  shown,  the 


Swedish  automaker  was  right.  Safety 
certainly  does  sell  —  and  it's  right  up 
there  with  quality  and  reliability  among 
the  factors  consumers  consider  most 
important  when  buying  a  new  car. 

Saab's  all-new  9-5  luxury  sport 
sedan  is  a  good  example  of  the 
automaker's  dedication  to  developing 
innovative  safety  technology.  In  design- 
ing the  9-5,  Saab  engineers  closely 
examined  real-life  safety  data  accumu- 
lated from  more  than  5,000  actual  road 
accidents.  As  a  result,  the  9-5  is  loaded 
with  active  safety  systems  designed  to 
help  a  driver  avoid  an  accident,  and 
passive  safety  devices  meant  to  mini- 
mize injuries  when  a  collision  is 
unavoidable.  These  include  three  brand- 
new  devices  making  their  debut  in  the 
9-5  this  year. 

The  Saab  Active  Head  Restraint 
(SAHR)  is  a  simple  mechanical  system 
designed  to  minimize  whiplash  by 
reducing  head  movement  during  rear- 
end  collisions.  The  padded  head  support 
is  linked  to  a  pressure  plate  in  the  back 
of  the  seat.  In  rear-end  collisions  equiva- 
lent to  a  barrier  impact  of  at  least  9  to 
11  mph,  the  occupant's  body  will  be 
pushed  into  the  Saab  seat  backrest, 
moving  the  pressure 


plate  toward  the  rear.  That  moves 
the  head  restraint  upwards  and  forward, 
gently  cradling  the  head  before  the  dan- 
gerous whiplash  movement  can  start. 

The  9-5  is  designed  around  a  "colli- 
sion deflector"  body  structure.  The  car's 
structure  incorporates  three  robust  load 
paths  that  optimize  and  distribute  crash 
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loads  more  effectively.  Combined  witli 
energy-absorbing  systems  that  collapse 
progressively  in  proportion  to  the 
impact  speed  and  a  rigid,  high-impact 
safety  cage  surrounding  the 
passenger  compartment, 
the  Saab  9-5  is 


The  2.3-liter,  four-cylinder,  light-pressure 
turbocharged  (LPT),  engine  is  lighter 
than  Saab's  current  2.3L  four  and 


Saab's  1998  900  SE  Convertible 


designed  to 
keep  passengers  safe  by 
deflecting  and  absorbing  the  impact 
forces  of  an  accident. 

Ventilated  seats  are  another  break- 
through safety  feature  making  a  world 
debut  on  the  nevy  9-5.  Two  thin  fans  are 
integrated  into  the  driver's  seat,  one  in 
the  backrest,  the  other  in  the  seat-  cush- 
ion. They  draw  away  the  warm  air  nor- 
mally trapped  between  the  driver  and 
the  upholstery  through  the  seat's  perfo- 
rated leather.  It's  not  only  more  com- 
fortable, but  also  safer  since  it  helps 
keep  the  driver  awake  and  alert. 

Along  with  these  three  new  innova- 
tions, the  Saab  9-5  comes  with  a  new- 
generation  anti-lock  brake  system,  or 
ABS,  which  incorporates  electronic 
brake-force  distribution.  Under 
hard  braking,  it  automatically 
maximizes  the  grip  available  at 
each  wheel  to  reduce  stopping 
distances.  The  9-5  also  features 
dual  front  airbags  and  side- 
impact  airbags.  And  six  high- 
-  pressure  jet  washer  nozzles  help 
maximize  visibility  through  the 
windshield. 

Rounding  out  the  package  is  a 
ft  pair  of  newly  developed  engines. 


generates  less 
internal  friction,  improving 
fuel  consumption  by  about  5%. 

This  Saab  powerplant  also  inte- 
grates a  new,  smaller  and  more  respon- 
sive Saab  intercooled  LPT  system  that 
provides  fast,  off-the-line  power.  The 
other  powerplant  is  the  world's  first 
asymmetric  Turbo  3.0L  V6  engine.  It 
develops  200  hp  and  a  muscular  torque 
of  229  ft.  lbs.  at  2,100  rpm.  That  means 
there's  essentially  no  turbo  lag,  so  you 
get  the  power  you  need  the  moment 
you  press  on  the  throttle. 

GMC: 

Accelerating  the"Sport-Ute" 
Niche 


A  truck  is  a  truck  is  a  car,  or  so  it 
would  seem  for  a  growing  number  of 
American  motorists.  Sales  of  sport-utility 
vehicles  (SUVs),  minivans  and  other 
light  trucks  wiU  account  for  nearly  half 
the  total  U.S.  motor-vehicle  market 
this  year,  double  their  share 
of  a  decade  ago.  Call  it  the 
"Crossover  Boom."  Millions 
of  American  drivers  are 
trading  in  their  sedans, 
coupes  and  station  wagons 
for  products  like  the  compact 
GMC  Jimmy  and  the  full-size 
GMC  Yukon,  two  of  the  most 
popular  products  in  the  fast-growing 
sport-utility  (or  "sport-ute")  segment. 

Who  says  macho  isn't  sexy? 
Today's  SUVs  are  tough  enough  to 
challenge  the  roughest  trail,  yet  stylish 
enough  to  attend  an  opera  season  open- 
er. Offering  a  blend  of  performance, 
convenience  and  go-anywhere  versatility 
—  not  to  mention  a  wide  range  of 
upscale  features  —  premium  SUVs  like 
the  Yukon  and  Yukon  Denali  are  taking 
the  place  of  the  traditional  luxury  pas- 
senger car.  Indeed,  the  average  Yukon 
buyer  is  a  married  male  working  in  a 
professional  or  managerial  position, 
with  a  household  income  of  $114,000  a 
year,  while  the  latter  figure  is  likely  to 
top  $150,000  for  the  new-for-'98  Denali. 

With  seating  ample  enough  for 
five  or  six  adults,  Yukon  is  designed 
for  those  who  think  bigger  is  better  and 
want  plenty  of  power  with  the  standard 
255-horsepower  Vortec 
V8.  Sequential  cen- 
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iMC's  1 998  Yukon  Denali  has  heated  leather  seats,  a  CD 
ound  system  and  many  other  amenities. 

ral-port  fuel  injection  improves  cold 
tarting  and  boosts  performance.  And 
platinum  plugs  and  a  long-life  ignition 
system  mean  the  engine  is  virtually 
maintenance-free  for  the  first  100,000 
miles.  Standard  on  four-wheel-drive 
lYukons  is  the  new  Autotrac  on-demand 
transfer  case. 

Yukon  also  delivers  a  long  list  of 
amenities,  such  as  heated  leather  seats, 
a  CD  sound  system,  auto-dimming  elec- 
trochromic  mirrors,  power  windows  and 
door  locks,  and  of  course,  plenty  of  cup 
holders. 

For  those  looking  for  something 
even  more  distinctive  and  prestigious, 
there's  the  Yukon  Denali.  Named  for 
North  America's  tallest  peak,  it  boasts 
curvaceous  flared  fenders  and  hood,  a 
grand  oversized  grille  and  a  powerful, 
5.7-liter  V8.  Denali  also  offers  the 
optional  OnStar  system. 

Mating  a  conventional  cellu- 
lar phone  with  a  satellite- 
guided  GPS  receiver,  OnStar 
offers  a  driver  a  wide  range 
of  services.  Simply  press 
the  "OC"  button  and  you'll 
be  connected  to  a  trained 
OnStar  advisor.  Ask  for  direc- 
tions, call  for  a  tow  truck,  even 
order  flowers  to  celebrate  a  special 
occasion.  The  OnStar  Center  can  also 
open  your  doors  should  you  inadvertent- 
ly lock  your  keys  inside. 


Full-size  sport-utes  are  the  fastest- 
grov/ing  niche  within  the  overall  SUV 
segment,  with  sales  expected  to  grow 
368%  from  1992  to  1998.  Sales  of 
Prestige  Full-Size  SUVs  should  increase 
about  925%  during  the  same  period. 
Premium  products  represent  about  11% 
of  the  overall  SUV  market,  with  sales  of 
upscale  brands  growing  fast  in  the  com- 
pact, as  well  as  full-size,  segments. 

It's  no  wonder,  then,  that  General 
Motors  Corp.  is  repositioning  GMC  as  its 
premium  truck  brand.  It  is  seeking  to 
better  differentiate  GMC  products  from 
those  sold  by  other  General  Motors  divi- 
sions, such  as  Chevrolet.  And  the  Envoy 
is  a  good  example  of  this  new  direction. 

Based  on  the  long-popular  GMC 
Jimmy,  Envoy  boasts  a  bolder,  more  dis- 
tinctive exterior,  with  curvaceous  fend- 
ers and  an  expressive  grille.  A  step 
above  the  current,  top-of-the-line  Jimmy 
SLT,  Envoy  is  loaded  with  the  features 
luxury  buyers  expect,  including  a  premi- 
um audio  system  with  rear  seat  con- 
trols, a  load-leveling  suspension  system 
and  the  OnStar  system.  With  sales  set 
to  begin  in  early  1 998,  Envoy  will  set  a 
new  standard  for  GMC  and  lead  the  divi- 
sion in  its  steady  move  up-market. 

OLDSMOBILE: 

Stylish  New  Products  by  Nation's 
Oldest  Nameplate 


I  beginning  to  dream  of  building  a  radio. 

:  And  most  Americans  had  yet  to  even 
hear  of  the  horseless  carriage  when 

!   Ransom  E.  Olds  introduced  his  Curved 
Dash  Runabout,  way  back  in  1 897. 

i  Today,  the  nation's  oldest  name- 

plate  is  in  the  midst  of  a  radical  trans- 
formation. It  is  proving  to  the  world  that 
Olds  can  be  new  again.  And  the  process 
begins  with  the  introduction  of  a  broad 
range  of  new  products  and  services. 

There  is  a  reason  why  Oldsmobile 
has  endured  so  long,  even  as  other 

;  once-well-known  nameplates  vanished 
from  the  market.  America's  senior 
carmaker  developed  a  reputation 
for  ruggedness,  reliability  and  technical 
innovation.  It  set  out  to  polish  that 
reputation  when  it  launched  its 

:   Centennial  Strategy  in  1994,  with  the 
introduction  of  the  stylishly  sleek  Aurora 
sedan.  Aurora  is  loaded  with  breakthrough 
features,  including  a  sophisticated, 
250-horsepower,  multivalve  V8  and  a 
patented  "limp-home"  system  that 
keeps  the  car  rolling,  even  after  a  total 
loss  of  engine  coolant. 

A  series  of  new  products  is  following 
in  Aurora's  tire  tracks: 

•      Silhouette,  a  redesigned  minivan 
that  offers  style  and  elegance  along 
with  plenty  of  space,  whether 
you're  part  of  a  big  family  or  an 

Oldsmobile's  1998  Aurora  has  a  V8  engine  and  a  patented 
"limp-home"  system,  which  will  never  leave  you 
stranded  without  coolant. 


The  Wright  Brothers  were  still  years 
away  from  Kitty  Hawk.  Marconi  was  just 


empty-nester  looking  to  travel 
in  roomy  comfort. 
Bravada,  a  restyled  sport-utility 
vehicle,  is  an  easy-to-operate, 
go-anywhere  vehicle  that  doesn't 
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force  the  buyer  to  make  a 
trade-off  between  versatility 
and  comfort. 


need  a  tow  or  simply  locked  your  keys 
inside  the  car.      •    • 

And  for  1998,  Oldsmobile  intro- 


The  1998Bravada 

is  Oldsmobile's 

restyled, 

go-anywhere 

sport-utility 

vehicle. 


•      Cutlass,  Oldsmobile's  most 
affordable  sedan.  It's  roomy, 
well-equipped  and  styled  for 
today's  buyer. 

Then  there's  the  Intrigue, 
Oldsmobile's  new  midsize  sedan,  curva- 
ceous and  equipped  with  the  type  of 
features  traditional  Olds  buyers  and 
import-oriented  baby  boomers  alike 
have  been  looking  for.  Intrigue  isn't 
intended  to  be  all  things  to  all  people. 
It's  a  tightly  focused  product  that  trans- 
lates into  one  body  style,  one  spirited 
powertrain  and  a  single,  five-passenger 
interior  design.  Intrigue  is  agile,  maneu- 
verable  and  well-poised,  with  a  highly 
damped,  European-inspired  suspension. 

While  these  new  products  will 
have  many  potential  customers  taking 
another  look  at  Olds,  today's  automobile 
business  is  about  more  than  just  selling 
cars  and  trucks.  Along  with  all  the  new 
products,  Oldsmobile  is  offering  a 
variety  of  services  designed  to  provide 
customers  with  security  and  peace  of 
mind.  With  Olds's  24-hour  roadside 
assistance,  help  is  never  more  than  a 
toll-free  phone  call  away,  whether  you 


duces  the  new  OnStar  system,  which 
brings  together  computer  technology 
with  owner-friendly  service.  Need 
directions,  airline  tickets  or  flowers 
for  Valentine's  Day?  You'll  be  able  to 
take  care  of  all  those  things  without 
ever  leaving  your  car.  The  high-tech 
system  even  will  place  a  call  for  help 
automatically  if  you're  in  an  accident 
severe  enough  to  trigger  your  car's 
airbags. 

OnStar  starts  with  a  basic  cellular 
phone,  but  the  car  also  is  equipped 
with  a  Global  Positioning  Satellite  (GPS) 
receiver  that  constantly  tracks  the 
vehicle's  position  with  an  accuracy 
of  about  50  feet.  The  voice-operated 
phone  is  programmed  to  link  the  driver 
to  OnStar  Center  simply  by  tapping 
the  green  "OC"  button. 

The  center's  advisors  can  provide 
a  variety  of  services.  They  can  call  for  a 
tow  truck  if  the  vehicle  is  broken  down, 
or  if  there's  an  emergency.  Using  the 
GPS  system,  the  Service  Center  is  able 
to  locate  the  car's  precise  location, 
even  if  the  driver  is  lost.  And  even  if 
the  emergency  is  nothing  more  than  a 
missed  anniversary,  OnStar  Center  can 
help  out  with  a  variety  of  services 
offered  by  its  service  partners. 


FORD  CUSTOMER 
SERVICE: 

Quick  Lane  Makes  It  Easy 

Automotive  quality  may  be  one 
of  the  biggest  consumer  stories  of  the 
decade.  The  latest  studies  show  that 
the  majority  of  vehicles  now  arrive 
from  the  factory  without  even  the 
smallest  of  problems. 

Better  yet,  today's  cars  and  trucks 
need  far  less  scheduled  maintenance 
than  they  did  in  the  past.  Products  like 
the  Ford  Taurus  and  Mercury  Sable  can 
go  as  much  as  100,000  miles  before 
they  need  their  first  tune-up.  But  that 
doesn't  mean  those  cars  are  entirely 
maintenance-free.  Motorists  still  need 
to  change  oil  and  filters,  as  well  as  somel 
wear-prone  parts,  like  tires,  wiper  blades] 
and  shock  absorbers,  which  are  likely 
to  need  replacement  before  they  reach 
the  100,000-mile  mark. 

While  the  car  is  under  warranty, 
the  typical  owner  is  all  but  certain 
to  take  it  back  to  the  dealer  for 
service  and  repairs.  Yet  traditionally, 
a  larger  percentage  of  owners  have 
gone  "outside"  for  car  care  once  their 
vehicles  were  out  of  warranty,  believing 
their  local  garage  was  likely  to  offer 
better  prices  and  more  convenient 
hours,  notes  Charles  Quinn,  project 
manager  for  Ford's  Customer  Service 
Division.  But  "Quick  Lane"  is  changing 
that  equation. 


Quick  Lane  is  Ford  Customer  Service's  answer  to  convenient  and 
competitively  priced  service. 


I  SEE  MYSELF  slipping  intQ 


going  barefoot 


ViiT-:%Afiiin»l'Mttl»llli\*:\Um'J»l 


kayaking  through 


Class  Ji!  rapids 


moving  to  the  rhythm  of 


a  290  horsepower  V8. 


see  myself  driving 


the  nev^  Jaguar  XJ  Series. 
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JAGUAT^ 

A  new  breed  of  Jaguar 


POWERTRAIN 

Presenting  the  Jaguar  symphony.  An  expertly  orchestrates 

32-valve,  aluminum-alloy  AJ-V8.  The  lightest  yet  most  rigid  engine  > 
its  class.  Power  In  its  most  refined  form.  The  same  engineering  | 
masterpiece  the  press  applaud  in  our  XK8.  | 

'  ■  I 

JNTERIOR 

The  legendary  Jaguar  beauty,  reinterpreted.  Our  redesigned  cab 

features  more  fluid  lines  expressed  in  Connolly  leather  and  burl 

walnut.  Standard  amenities  include  an  integrated  garage  door/entr 

gate  opener,. an  auto  tilt-away  wheel  and  dual  side  airbagsf 

ECTRONICS 

The  future,  now.  Adopted  from  the  XK8,  the  new  multiplex  electrical 
system  enables  the  XJ  Series' internal  functions  to  share  data 
almost  instantaneously,  creating  more  precise,  reliable  operation 

TRANSMISSION  i 

A  shift  in  perspective.  The  new  electronically  controlled  5-speec 
automatic  transmission  features  a  choice  of  normal  and  sport 
modes  to  heighten  your  driving  versatility.  This  maintenance-fre 
transmission  includes  an  advanced  low-inertia  torque  converter 
for  smooth,  efficient  performance. 

SUSPENSION 

A  lifetime  of  harmony.  Jaguar's  patented  double  wishbone  suspension 
and  rigid  crossbeam  construction  offer  a  unique  balance  between 
isolating  road  harshness  and  delivering  more  precise  handling. 

A"  NEW  BREED 

The  quality  renaissance.  By  investing. in  new  factories  and  establishing 
relationships  with  world-renowned- suppliers,  every  Jaguar  model 

!       has  been  refined.  As  a  result,  owner  satisfaction  has  dramatically 
increased.  And  with  the  new  XJ  Series,  the  momentum  continues. 

■       For  more  details,  visit  www.jaguarcars.com/us. 


"all  1-800-4-JAGUAR  or  visit  www.jaguarcars.com/us.  "Always  *ear  your  safety,  belt  and  secure  children  in  the  re»r  sieat.  Enjoy  tomorrow.  Buckle  up  today.  ©1997  Jaguar  Car! 
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'-trained  Ford  mechanics 


-^^^J^mMtiML!^^ 


Quick  Lane  is  a  new  program 
igned  to  make  it  easy  for  Ford  owners 
;et  routine  maintenance  and  out-of- 
irranty  repairs  handled  by  the  people 
0  know  their  cars  the  best  —  factory- 
ned  Ford  mechanics  —  using  genuine 
d  parts.  Customers  can  forget  about 
ing  to  work  their  schedule  around 
;  dealer's.  The  pilot  Quick  Lane  program 
aimed  at  providing  no-appointment, 
lile-you-wait  service  for  things  like 
and  filter  changes,  brake  work,  tires 
d  tune-ups.  And  Quick  Lane  promises 
Drice  competitive  with  independent 
rvice  providers. 

The  new  program  is  modeled 
er  a  concept  Ford  introduced  in 
irope  in  1992  —  called  "Rapid 
irvice"  on  the  Continent,  and  "Rapid 
t"  in  Great  Britain.  Participating 
;alers  dedicate  a  minimum  of  three 
pair  bays  to  Quick  Lane;  they  stay 
3en  every  day  from  at  least  7  a.m. 
'  7  p.m.,  Monday  through  Saturday 
^e  facilities  are  operated  independently 
om  a  Ford,  Mercury  or  Lincoln  dealer's 
rimary  service  department,  and  there 
re  even  separate  waiting  rooms  and 
srvice  staff. 

Quick  Lane  technicians  receive 
xtensive  training  in  the  Ford  family  of 
roducts,  which  is  a  tremendous  advan- 
ige  considering  the  increasingly  com- 
lex  and  sophisticated  hardware  you 
nd  under  the  hood  these  days.  But 
ley're  also  trained  to  handle  a  variety 
f  competitive  makes.  The  emphasis  is 
n  service,  and  Quick  Lane  technicians 


are  encouraged  to  interact  with  cus- 
tomers in  order  to  precisely  identify  — 
and  resolve  —  any  service  problems. 

So  far,  two  dealers  —  in  Bridgeton, 
N.J.,  and  Independence,  Mo.  —  have 
opened  Quick  Lane  service  facilities. 
Three  other  centers  are  getting  ready  to 
open.  And  based  on  initial  results,  the 
Quick  Lane  program  is  likely  to  roll  out 
across  the  country  over  the  next  couple 
of  years. 

But  Ford  isn't  waiting  until  then  to 
upgrade  its  customer  service  across  the 
country.  The  Quality  Care  Maintenance 
program  is  designed  to  provide  a  friend- 
ly reminder  for  busy  owners  who  might 
otherwise  forget  when  infrequent  ser- 
vice work  is  necessary. 

With  today's  busy  pace,  no  one 
likes  to  take  time  out  to  get  his  or  her 
car  serviced.  But  Quick  Lane  should 
make  the  process  more  convenient 
—  and  a  lot  less  expensive. 

JAGUAR: 

A  Heritage  of  Good  Design 

For  Jaguar,  past  is  prologue  to  the 
future. 

"The  heritage  of  good  design  is  like 
DNA,"  suggests  Geoff  Lawson,  Jaguar's 
chief  stylist.  "It  must  be  traceable 
through  history  but  not  necessarily  an 
exact  duplicate."  The  new  Jaguar  XK8 
demonstrates  precisely  what  that  means 
when  translated  into  sheet  metal. 

Offered  in  both  coupe  and  convert- 
ible trim,  the  XK8  is  long,  low  and 


aggressive,  a  standout  in  an  age  of  look- 
alike  styling.  And  its  luxurious  interior, 
tailored  in  rich  leather  and  handcrafted 
wood,  evokes  an  era  when  craftsman- 
ship mattered  more  than  mass  produc- 
tion. 

If  the  XK8  elicits  a  sense  of  deja  vu, 
that's  understandable,  for  it  clearly 
conjures  up  the  classic  styling  of  the 
legendary  Jaguar  XK-E,  one  of  the  most 
beautiful  sports  cars  of  all  time.  No 
wonder  the  XK8  has  been  dubbed  a 
"spiritual  Jaguar"  But  while  the  heritage 
is  unmistakable,  the  new  car  is  no  clone 
of  the  past.  The  XK8  is  clearly  suited  to 
the  '90s,  with  a  design  that's  visually  — 
and  technologically  —  influenced 
by  such  modern-day  concerns  as  fuel- 
saving  aerodynamics  and  global  safety 
standards. 

Students  of  automotive  design  also 
will  recognize  in  the  Jaguar  XK8  a  hint 
of  the  automaker's  D-Type  racer,  the  car 
that  dominated  the  European  racing 
circuit  throughout  the  latter  half  of  the 
1 950s.  Like  styling,  performance  has 
always  been  a  hallmark  of  Jaguar  cars, 
and  the  automaker's  new  AJ-V8  engine 
maintains  that  tradition.  Introduced 
under  the  hood  of  the  XK8,  the  new  V8 
is  available,  for  1998,  in  the  XJ8,  XJ8  L 
and  Vanden  Plas  sedans.  The  "base" 
version  of  the  all-aluminum,  4.0-liter  V8 
boasts  an  impressive  290  horsepower 
For  serious  driving  enthusiasts,  a  super- 
charged and  intercooled  version  of  the 
32-valve  AJ-V8  is  standard  equipment 


Jaguar's  XJ8  has  a  luxurious  Interior  with  rich  leather  and 
handcrafted  wood  trim. 
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on  the  prestigious  XJR.  With  a  full  370 
horsepower,  it  effortlessly  accelerates 
from  0  to  60  mph  in  just  5.6  seconds, 
positioning  the  XJR  as  one  of  the 
world's  fastest  luxury  sedans. 

The  XK8  coupe,  XJ  sedan  and  the 
new  AJ-V8  engine  reveal  a  basic  truth 
about  Jaguar's  operating  philosophy: 
Technology  has  a  place  in  automotive 
engineering,  but  not  for  its  own  sake.  It 
must  enhance  performance,  reduce 
costs  and  improve  quality.  As  Jaguar's 
latest  models  clearly  demonstrate,  per- 
formance is  not  a  problem.  And  a  look 
behind  the  scenes  reveals  just  how 
much  Jaguar  has  done  to  meet  those 
other  goals. 

By  utilizing  the  latest  in  computer- 
aided  design  and  engineering  systems 
along  with  modern  manufacturing 
processes.  Jaguar  has  slashed 
the  time  it  takes  to  assemble  a 
car.  Back  in  1989,  when  the 
venerable  British  marque  was 
acquired  by  the  Ford  Motor 
Co.,  it  took  at  least  200  hours 
of  direct  labor  to  put  together 
a  Jaguar  Today,  that's  down  to 
45  hours  and  the  numbers  con- 
tinue to  fall.  But  it's  not  a  case  of 
cutting  corners. 

Quite  the  contrary.  The  lean  new 
Jaguar  has  learned  from  past  mistakes, 
and  both  internal  and  independent 


BMW 

www.bmwusa.com 

Ford  Customer  Service 

www.ford.com 

CMC  Truck 

www.gmc.com 

Jaguar 

www.Jaguarcars.com 

Oldsmobile  Aurora 

www.oldsmobile.com 

Saab  Cars  USA 

www.saabusa.com 

Ford  Motor  Co./Taurus 

www.ford.com 


outside  studies  are  measuring  a  marked 
improvement  in  vehicle  quality.  Once 
prone  to  frequent  service  problems, 
Jaguar  has  now  risen  to  world-class 
levels,  as  demonstrated  by  a  huge  59% 
decline  in  warranty  costs  since  1990, 
and  a  one-third  reduction  in  consumer- 
borne  maintenance  costs  during  the 
first  50,000  miles  of  ownership.  The 
new  AJ-V8  needs  only  oil  changes  and 
filters  during  its  first  100,000  miles  on 
the  road. 

With  quality  up  and  the  cost  of 
ownership  down,  it  should  come  as  no 
surprise  that  Jaguar  sales  are  rising  to 
record  levels  following  a  slump  earlier  in 


S 


Jaguar's  new  AJ-V8  engine  lends  high  performance 
to  Jaguar's  1998  models. 

lar  home  page,  a  place  where  con- 
sumers will  find  more  than  just 
beauty  shots  of  the  automak- 
er's newest  models.  Ther 
are  complete 
details  on  the 
company's 
current 
product 
lineup. 
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the  decade.  And  volumes  are  likely  to 
experience  an  even  bigger  surge  in  the 
not-too-distant  future.  As  the  '90s  draw 
to  a  close.  Jaguar  is  putting  the  final 
touches  on  an  all-new,  smaller  luxury 
model,  currently  cloaked  under  the 
codename  X200. 

One  thing's  clear:  Tradition  cannot 
be  used  as  a  shield  to  hide  behind.  An 
automaker  must  either  evolve  or  be  left 
behind.  And  Jaguar  is  willingly  adapting 
and  adopting  those  trends  that  deliver 
value  to  the  consumer  The  Internet  is  a 
good  example.  Jaguar  operates  a  popu- 


There's  even 
a  page  dedicated  to 
what  Vice  President 
George  Frame  describes  as 
Jaguar's  "third  model":  its  lineup  of  us© 
cars.  The  Jaguar  Remarketing  Computet 
Network  allows  potential  buyers  to 
search  the  used-car  inventory  of  Jag 
across  the  country  to  find  precisely 
the  car  they're  seeking.  There's  also 
information  about  Jaguars  that  will  be    | 
returning  from  lease  within  the  next  six ' 
months.  And  those  "previously  owned" 
vehicles  that  meet  an  extensive  factorj^, 
checklist  qualify  for  a  special,  like-new 
warranty  program.  || 

With  its  new  products  and  services. 
Jaguar  has  set  out  to  show  there's  plenty 
of  reason  to  pay  homage  to  the  past 
even  as  you  reach  forward  into  the 
future. 
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IT'S  A  BELLS  AND  WHISTLES 
SYMPHONY  ORCHESTRA. 


FORD  CHOICE  NOW  MAKES  IT  EASIER  THAN  EVER 
TO  GET  THE  MOST  TAURUS  FOR  YOUR  MONEY 


Six-Passenger  Seating 
with  Dual  RecUners 


Air  Condi 


Second  Generation 
Depowered  Dual  Airba^s 


Power  Remote- 
Control  Mirrors 


145 -Horsepower 
V6  Engine 


Electronic  4 -Speed 
Automatic  Transaxle 


Tilt  Steering 


Independent  Rear 
Quadralink  Suspension 


Power  Windows 


Safety  Cell 
Construction 


Childproof  Rear 
Door  Locks 


Deluxe  Wheel 
Covers 


lAJLIRlJS  Now  with  Ford  Choice,  we've  taken  all  the  most  popular  Taurus  features  and  made  them  standard.  You  can 
get  the  Taurus  LX  shown  above  for  just  $18,795."  Want  to  move  up  to  the  even  better  equipped  SE,  with  features  like  power  door 
locks  and  remote  keyless  enliy?  it's  just  $19,995."  Either  way  figure  on  an  easy  decision  and  a  great  value.  Ah,  music  to  your  ears. 


"Always  wear  your  safety  belt  and  secure  children  in  the  rear  seat. 
"MSRP,  title,  tax  extra. 
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HAVE  YOU  DRIVEN  A  FORD  LATELY? 


^jr<i 


1-800-258-FORD  or  www.tord.com 
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BMW 

A  New  Edge  for  1 998 

Performance,  safety  and  individu- 
ality; three  words  that  describe  BMW. 
The  German  automaker  has  built  its 
reputation  by  delivering  the  ultimate  in 
performance-oriented  luxury  cars.  But 
its  goal  is  to  provide  more  than  just  a 
good  product.  It  is  intent  on  providing  a 
good  value  and  a  satisfying  ownership 
experience. 

The  automaker  is  likely  to  only 
enhance  its  image  with  a  range  of  new 
products  debuting  in  1998.  The  all-new 
323is  coupe  and  the  323i  convertible 
prove  you  can  get  six-cylinder  power  for 
little  more  than  what  you'd  expect  to 
pay  for  a  four-cylinder  car  Replacing  the 
31  Sis  coupe  and  31 8i  convertible,  these 
are  two  taut  driving  machines:  nimble, 
aggressive  and  just  plain  fun  to  drive. 

And  if  high  performance  is  your 
passion,  there's  the  M  Roadster,  a  240- 
horsepower  version  of  the  hot  Z3  road- 
ster There's  also  the  new  M  Coupe,  a 
hardtop  version  of  the  M  roadster.  Along 
with  the  now-legendary  2.8-liter  BMW 
Motorsport  6-cylinder  engine,  the  two 
cars  feature  upgraded,  high-perfor- 
mance brakes  and  suspension  compo- 
nents. 

For  those  who  prefer  riding  on  two 
wheels,  BMW  has 
unleashed  the 


1998,  including  the  Head  Protection 
System  (HPS).  With.HpS,  a  tubular 
airbag  inflates  from  the  sill  over  the 
front  doors  in  the  event  of  a  side-impact 
accident,  seriously  reducing  the  potential 
for  crippling  head  injuries.  The  feature 
is  standard  equipment  on  all  5  and  7 
Series  BMW  models. 

Conventional  side-impact  airbags 
are  also  standard  on  all  3,  5  and  7 
Series  models  (except  for  the  318ti, 
where  it  is  offered  as  an  option).  And 
for  1 998,  all  7  Series  models  as  well  as 
the  540i  Automatic  will  come  equipped 
with  DSC  III.  BMW's  third-generation 
Dynamic  Stability  Control  system.  Using 
a  sophisticated  yaw  sensor,  it  can 
instantly  detect  even  the  most  subtle 
skid.  Then,  by  precisely  regulating  the 
brakes  and  engine,  DSC  stabilizes  the 
vehicle,  often  before  the  driver  is  even 
aware  there's  a  problem. 

BMW's  business  strategy  in  the 
United  States  is  built  on  the  premise 
that  a  strong  brand  is  indivisible  from 
total  customer  satisfaction.  And  it 
appears  customers  are  increasingly  sat- 
isfied with  BMW's  products  and  ser- 
vices. The  7  Series  took  top  honors  in 
the  most  recent  Strategic  Vision  Total 
Quality  Index,  posting  the  survey's  high- 
est score  ever  The  5  Series  took  second 
place.  The  3  Series  rated  the  "Most 


BMW's  750il  offers  a  package  of  new  safety  features, 
including  the  Head  Protection  System  {above  right). 


What's  making  owners  so  happy? 
For  one  thing,  resale  values  are  rising.  In 
1991,  a  three-year-old  BMW  735i  held 
39%  of  its  value.  In  1997,  a  three-year- 
old  740i  is  holding  60%  of  its  original 
price.  While  resale  rates  are  on  the  rise, 
scheduled  maintenance  costs  are  falling. 
In  1 991 ,  you'd  spend  an  average  $1,114 
over  three  years  to  service  a  525i;  today, 
three-year  maintenance  costs  are  down 
to  zero.  That's  because  scheduled  main- 
tenance is  free  while  any  BMW  model 
remains  under  warranty. 

To  complete  the  package,  BMW  has 
launched  its  own  special  insurance  pro- 
gram. Now  available  in  13  states,  it  can 
cut  annual  premiums  by  an  average 
40  %  .  Eventually,  BMW  hopes  to  launch 
its  insurance  program  nationwide. 
Performance,  safety  and  individu- 
ality —  those  words  seem 
to  be  ringing  well  with 
American  buyers. 
BMW  sales  in  the  U.S. 
doubled  between  1991 
and  1996,  topping  the 
100,000-car  mark  for 
the  first  time  ever,  and 
volume  has  continued  to 
grow  throughout  1 997 


R  1 200  C,  the  automaker's  first  venture 
into  the  hot  Cruiser  motorcycle  market. 
Yet  there  is  more  to  BMW  than  just 
performance.  On  the  safety  front, 
there's  a  package  of  new  features  for 


Appealing  Entry  Luxury  Car"  in  the  new 
j.D.  Power  &  Associates  APEAL  study, 
while  the  Z3  Roadster  had  the  highest 
overall  satisfaction  score  in  Power's 
Initial  Quality  Study. 
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Writer  Paul  A.  Eisenstein  is  bureau 

chief  of  The  Detroit  Bureau,  an  independent 

automotive  news  service.  He  has  covered  the 

automotive  industry  for  more  than  17  years. 

You  can  visit  him  on  the  Internet  at 

vi'wu^.thecarconnection.com. 


Unis  IS:  wnere 


we  come  in 


Somewhere  around  200  trips  to  work,  23  runs  for  groceries,  or  10  trips  to  the  lake,  it's  time  for 
1  trip  to  the  dealership  with  your  Ford,  Mercury  or  Lincoln  for  Quality  Care  scheduled  maintenance. 
Your  vehicle  will  be  thoroughly  checked  and  safety-inspected  according  to  precise  specifications.  By  people 
specially  trained  and  equipped  to  work  on  it.  So  take  your  vehicle  to  the  place  it  all  began.  For 
Quality  Care,  see  your  Ford  or  Lincoln-Mercury  dealer.  It's  a  short  trip  that  pays  off  in  the  long  run. 
To  learn  more,  visit  us  at  www.qualitycareservice.com 


From  Ford  and  Lincoln-Mercury  dealers 

®1997  Ford  Motor  Company 


QusAi/iyCare 

^^  ^at  vour  service 


at  your  service 


? 


FIVE    SEATS/ONE    ST  E  E  III  N  G    WH  £  E  L 


You're  halfway 
through  the  curve 
and  though  you -can 
feel  the  G-forces 


having  fun,"  you 
think.  And' apparently 
your  friends  feel  the 
same  The  decent 


pushing,  your  900SE        thing  to  do'is  give 


holds  like  its  on 


each  a  turn.  Yes,  that 


rails.  Deeper  into  the        would. be  nice^of. 


throttle,  the  turbo 
kicks  in,  propelling 
■you  into  the. next 
corner  "Now  we're 


you,  "Fat  chance," 
you  mutter  silently. 
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What  Ned  Johnson 
can  teach  Sandy  Weill 


BY  JAMES  CHAMPY 


James  Champy,  coau- 
thor of  Reengineering 
the  Corporation,  is 
chairman  of  consulting 
for  Perot  Systems  Corp. 


Synergy,  an  investment  banker  told  me,  is  the 
excuse  given  for  a  merger  that  can't  otherwise 
be  justified.  Yet,  when  Travelers  acquired 
Salomon  last  month,  the  media  shouted 
themselves  hoarse  with  hosannas.  Okay,  I'm  a 
spoilsport — but  the  real  work  in  this  merger 
hasn't  even  begun. 

It  will  work  only  if  the  merged  company 
finds  ways  to  serve  retail  inxestors  better  than 
Travelers  could  on  its  own.  With  baby 
boomers  frantically  saving  for  rapidly 
approaching  old  age,  anci  with  the  accelerat- 
ing transfer  of  inheritance  from  the  World  War 
II  generation,  retirement  money  is  gushing 
in — and  will  continue  to  gush  well  into  the 
next  century.  Tapping  this  gusher  is  what  that 
merger  is  about. 

From  my  personal  experience,  here's  what  I 
think  are  the  right  ways  and  the  wrong  ways 
of  tapping  into  it. 

Wrong  way:  A  telephone  call  around  dinner 
time.  (The  smart  ones  try  my  direct  line  at  the 

Citibank  didn't  understand 
the  importance  of  the 
ATM  until  it  hired  someone 
who  had  worked 
for  a  dog  food  company. 


office,  early  in  the  morning,  before  my  secre- 
tary gets  in.)  When  I  tell  these  telephone 
hucksters  my  funds  are  all  committed,  the 
ending  is  always  the  same:  an  abrupt  click. 
That's  marketing? 

Compare  that  with  a  recent  experience  I 
had  at  one  of  Fidelit^^'s  storefront  offices.  Like 
Vanguard's  and  Schwab's,  this  office  was  near 
an  active  shopping  area  and  designed  almost 
like  a  Home  Depot,  widi  clerks  to  lead  you  to 
what  you  need,  not  to  what  they're  pushing. 

I  needed  a  form  to  make  a  deposit  in  Fideli- 
ty's highly  innovative  Charitable  Gift  Fund. 
The  fund  provides  most  of  the  benefits  of  a 
private  foundation,  with  a  lot  less  cost  and 
no  administrative  headaches.  That  day,  die 
office  had  run  out  of  forms;  it  was  the  end  of 
a  tax  period. 
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"No  problem,"  I  was  told  by  an  attentive 
service  person.  She  would  have  a  form  faxed 
over  from  another  office.  And  so  she  did, 
immediately.  It's  one  of  many  pleasant  experi- 
ences I've  had  with  Fidelitv^  and  also  with 
Vanguard  and  Schwab. 

The  Schwabs  and  Fidelit^^s  and  Vanguards 
have  a  retail  culture  and  understand  the 
importance  of  creating  a  good  consumer 
experience.  FideUt)'  has  distinguished  itself 
through  product  innovations;  Vanguard, 
through  customer  service  and  low  costs; 
Schwab,  through  the  completeness  of  its 
offerings. 

Here — unsolicited — is  my  advice  to  Sandy 
Weill  if  he  wants  to  get  real  synerg\'  from 
Travelers'  takeover  of  Salomon.  (This  advice 
applies  to  any  big  merger  in  any  business.) 

If  the  cultures  are  really  different — like 
those  of  Salomon  and  Travelers — don't 
smash  them  together.  Even  if  there  are  effi- 
ciencies in  consolidations,  you  might  lose  die 
critical  skills  that  made  the  merger  or  acquisi- 
tion attractive  in  the  first  place. 

As  an  alternative  to  trying  to  make  oranges 
and  apples  into  a  new  kind  of  fruit,  try  to 
create  some  form  of  overlay  structure  that  can 
draw  on  die  capabilities  of  different  units — 
like  a  new  marketing  company  that  proxides  a 
single  face  to  customers  and  offers  multiple 
services  anci  products  from  the  operating 
units.  For  years  this  \\'as  tiie  IBM  marketing 
approach,  and  it  \\'orked  darned  well. 

If  you're  running  a  financial  services  firm, 
hire  someone  from  a  consumer  products  com- 
pany. I  remember  a  Citibank  executive's 
saying  that  the  bank  didn't  begin  to  under- 
stand the  importance  of  die  automatic  teller 
machine — which  Citibank  invented — until  it 
hired  someone  from  a  dog  food  company. 

If  synerg\f  is  indeed  the  only  reason  for  an 
acquisition,  then  be  very  sure  the  managers 
from  each  unit  genuinely  like  anci  respect  each 
other.  Otherwise,  inevitable  culture  clash  will 
lead  to  Balkanization.  In  Salomon's  case,  its 
regal  bond  traders  will  have  to  learn  to  ax'oid 
looking  down  their  noses  at  their  new  col- 
leagues under  that  big  umbrella. 

Finallv,  put  yourself  in  the  consumer's 
shoes:  Don't  call  at  dinnertime.  Instead,  be 
ready  with  polite,  efficient  service — ^whcn 
he  needs  it.  Mi 
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Bill  Clinton  seems  to  have  learned  more 

from  Ronald  Reagan  than  have  Reagan's  fellow  Republicans. 

How  Reagan  ireelecte 


By  Dinesh  D'Soiiza 
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Clinton 


BILL  Clinton's  presidency  has  witnessed 
an  uninterrupted  series  of  scandals: 
Whitewater,  Travelgate,  Paula  Jones,  the 
renting  out  of  the  Lincoln  bedroom — why  go 
on?  Surveys  show  that  many  Americans  regard 
Clinton  with  suspicion. 

Yet,  like  a  well-greased  wrestler  slithering 
out  of  a  full  nelson,  Bill  Clinton  has  won  a 
national  approval  rating  of  60%.  The  political 
pundits  attribute  this  to  the  exceptional  polit- 
ical skills  that  Clinton  supposedly  has.  There  is 
a  better  explanation:  Ronald  Reagan.  Writer 
William  Kristol  has  spoken  of  "Ronald 
Reagan's  fourth  term."  It's  an  apt  description. 

Clinton's  approval  ratings  indicate  that 
those  polled  are  economically  content;  they  do 
not  indicate  that  Clinton  is  loved  or  admired. 
A  strong  stock  market,  low  unemployment 
and  flat  inflation  have  made  the  American 
people  satisfied  with  a  President  they  do  not 
regard  highly. 

Actually,  Bill  Clinton  is  reaping  a  harvest 
that  Ronald  Reagan  sowed.  Reagan's  eco- 
nomic policies  and  his  victory  in  the  Cold  War 
laid  the  solid,  if  painfully  built,  foundation  for 
a  boom  that  picked  up  in  the  1980s,  was  inter- 
rupted by  the  mild  Bush  recession  of  1990-91 
and  got  rolling  around  the  time  Clinton  took 
office. 

Except  for  an  ill-advised  tax  increase  early  in 
his  first  term,  and  a  blundering  attempt  to 
introduce  socialized  medicine  to  the  U.S., 
Clinton  has  had  no  economic  policy.  He  hasn't 
needed  one. 

In  short.  Bill  Clinton  was  reelected  in  1996 
running  on  Ronald  Reagan's  economic  record. 
This  statement  may  surprise  younger  readers 
who  see  Reagan  through  a  lens  deliberately 
distorted  by  many  in  the  media  and  academia 
who  despise  the  man.  Today  most  references 
to  Ronald  Reagan  portray  the  fortieth  Presi- 
dent as  a  good-natured  clown,  credit  Gor- 
bachev with  the  fall  of  communism  and  char- 
acterize Reagan's  two  terms  as  a  spendthrift 


era  of  ballooning  deficits. 

One  liberal  journalist,  Nicholas  von  Hoff- 
man, spoke  for  much  of  the  media  when  he 
wrote  that  he  found  it  "humiliating  to  think  of 
this  unlettered,  self-assured  bumpkin  being  our 
President."  An  article  in  the  New  Republic  pro- 
nounced Reagan  "virtually  brain-dead." 

It  was  as  if  the  media  and  academics  could 
not  forgive  Reagan  for  being  a  C  student  from 
Eureka  College  in  Illinois  rather  than  a  magna 
cum  laude  from  Harvard. 

The  hostilit}^  to  Reagan  among  elites  is  sug- 
gested by  the  1992  edition  of  Bartlett^s  Quo- 
tations, which  has  35  entries  from  Franklin  D. 
Roosevelt,  28  from  John  F.  Kennedy  and  only 
3  from  Reagan.  Even  Jimmy  Carter  has  twice 
as  many  as  the  man  who  was  considered  the 
Great  Communicator.  The  quotations  from 
Reagan  were  chosen  to  make  him  look  ridicu- 
lous. Justin  Kaplan,  the  editor  of  Bartlett's, 
acknowledges  that  he  made  his  selections  quite 
deliberately,  saying,  "I'm  not  going  to  disguise 
the  fact  that  I  despise  Ronald  Reagan." 

Reagan  sometimes  even  stumped  his  aides. 
National  Security  Adviser  Robert  McFarlane 

Ronald  Reagan  came  to  Washington  with  the 

most  ambitious  program  since  the 

New  Deal,  and  a  serene  confidence  that  its 

adoption  would  turn  the  country  around. 

once  remarked  of  Reagan  to  Secretary  of  State 
George  Shultz:  "He  knows  so  little,  and 
accomplishes  so  much." 

Reagan's  habit  of  cracking  jokes  and  telling 
stories  reinforced  the  image  of  one  who  didn't 
take  the  responsibilities  of  his  job  seriously.  "I 
know  that  hard  work  never  killed  anyone,"  he 
once  said,  "but  I  figure,  why  take  the  chance.^" 

Details  bored  him.  Richard  Nixon  and 
Jimmy  Carter  both  prided  themselves  on  their 
grasp  of  complexity — yet  both  ended  up  as 
failed  Presidents.  Perhaps  it  is  time  for  the 
intellectuals  to  revise  their  understanding  of 
what  constitutes  democratic  leadership. 

Reagan  was  no  scholar,  but  he  had  a  native 
canniness  that  is  a  more  important  qualit)'  in  a 
leader.  In  one  case  he  was  harangued  in  the 
Oval  Office  by  a  group  of  shoe  manufacturers 
who  were  also  big  donors  to  the  Gor.  They 
urged  Reagan  to  support  tariffs  against  cheap 
foreign  products.  Reagan  heard  them  out,  then 
launched  into  a  lengthy  reverie  about  how 
much  he  liked  to  wear  cowboy  boots  on  the 
ranch  and  how  difficult  it  was  to  find  a  good 
pair  these  days. 

The  businessmen  listened  politely  and  then 
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Small-town  America 
formed  Reagan's 
belief  that 
a  free  society 
essentially 
runs  itself. 


Except  for  an  ill-advised  tax  increase  early 
in  his  first  term,  and  a  blundering 
attempt  to  introduce  socialized  medicine  to  the 
U.S.,  Clinton  has  had  no  economic  policy. 
He  hasn't  needed  one. 


left,  commenting  among  themselves  that 
Reagan  was  a  nice  man  but  seemed  to  not 
follow  their  line  of  reasoning  at  all.  Yet  after 
they  had  departed,  Reagan  said  to  his  aides, 
"No  way  was  I  going  to  give  in  to  that  crew." 
The  achievement  of  a  man,  Booker  T. 
Washington  once  said,  is  measured  not  by 
where  he  starts  out  in  life,  nor  by  where  he 
ends  up,  but  by  the  distance  he  travels  in 
between.  Personally  Reagan  traveled  a  long 
road.  His  father  was  a  sometimes  unem- 
ployed shoe  salesman  with  a  weakness  for 
booze.  The  future  President's  first  job  was  as 
a  radio  sports  announcer.  He  learned  about 
politicking  and  negotiating  not  in  high  poli- 
tics but  as  president  of  the  Screen  Actors 
Guild,  the  union  that  represents  film  actors 
and  actresses. 

The   obstacles   he   en- 
c   countered    as    President 

0  were  even  more  formida- 

o 

2  ble.  When  he  stepped  into 
S   the  White  House,  America 

1  was  in  a  downward  spiral 
^   in    economic    well-being 

and  global  influence.  A 
mob  of  Iranian  thugs  had 
humiliated  the  U.S.  by 
making  hostages  of  the 
entire  U.S.  embassy  staff  in 
Tehran,  and  the  U.S.  was 
powerless  to  protect  its 
own  diplomats.  Europeans 
and  Japanese  alike  made 
no  secret  of  their  scorn  for 
a  nation  they  felt  was 
undisciplined,  spoiled  and 
directionless. 

This  is  hard  to  believe 
today,  but  in  1980  the 
Soviet  Union  was  still 
riding  high.  Between  1974 
and  1980,  while  the  U.S. 
wallowed  in  post-Vietnam 
angst,  ten  countries  fell 
into  the  Soviet  orbit:  South  Vietnam,  Cam- 
bodia, Laos,  South  Yemen,  Angola,  Mozam- 
bique, Ethiopia,  Grenada,  Nicaragua  and 
Afghanistan.  Capitalism  and  democracy  were 
on  the  retreat  in  much  of  the  world. 

During  the  1970.s  the  Soviet  nuclear  arse- 


nal surpassed  that  of  the  U.S.  for  the  first 
time.  The  Soviets  deployed  a  new  generation 
of  intermediate-range  missiles  targeted  at 
Western  Europe.  Moscow's  obvious  goal  was 
one  of  nuclear  intimidation. 

The  sometimes  sneaking  admiration  Amer- 
ican liberals  had  for  the  Soviet  Union  was 
right  out  in  the  open.  During  Reagan's  first 
term  liberal  icon  John  Kenneth  Galbraith 
wrote:  "The  Soviet  system  has  made  great 
material  progress  .  .  .  partly  the  Russian 
system  succeeds  because  in  contrast  with 
Western  economies  it  makes  full  use  of  its 
manpower." 

That  sort  of  gullible  attitude  to  the  Soviets 
persisted  through  Reagan's  terms,  right  up  to 
the  final  months  of  communism's  collapse.  In 
1989  liberal  economist  Lester  Thurow  wrote 
of  the  Soviet  Union:  "Today  it  is  a  country 
whose  economic  achievements  bear  compar- 
ison with  those  of  the  U.S." 

While  these  esteemed  intellectuals  wal- 
lowed in  America's  malaise,  the  man 
they  pronounced  a  dummy  and  a 
buffoon  said  in  1981  at  the  University  of 
Notre  Dame,  "The  West  won't  contain  com- 
munism. It  will  transcend  communism."  The 
next  year  Reagan  told  the  British  Parliament 
freedom  and  democracy  would  leave  Soviet 
communism  "on  the  ash  heap  of  history." 

Yet  at  the  time,  Reagan's  optimism  seemed 
unwarranted  on  all  fronts:  The  U.S.  inflation 
rate  had  been  climbing  since  the  1960s  and 
reached  double  digits  in  the  1970s.  At  the 
12%  rate  of  1979-80,  inflation  promised  in 
the  space  of  a  few  years  to  double  the  prices 
of  basic  goods  and  cut  in  half  the  value  of  sav- 
ings accounts  and  pension  plans. 

In  the  election  year  of  1980  interest  rates 
peaked  at  21%,  the  highest  since  the  Civil 
War.  The  so-called  energy  crisis  still  persisted. 
Unemployment  and  povert)'  rates  were  high. 
Ronald  Reagan  took  the  oath  of  office  during 
the  greatest  economic  crisis  since  the  Great 
Depression.  Was  this  the  final  crisis  of  capi- 
talism that  leftiists,  beginning  with  Karl  Marx, 
had  long  predicted.^ 

Ronald  Reagan  didn't  think  so.  He  came 
to  Washington  with  the  most  ambitious  pro- 
gram since  the  New  Deal  and  a  serene  confi- 
dence that  its  adoption  would  turn  the  coun- 
try around.  He  advanced  a  program  of 
across-the-board  tax  cuts,  deregulation  and 
inflation-fighting,  even  at  the  cost  of  consid- 
erable economic  pain. 

Immediately  after  delivering  his  inaugural 
address  in  1981  Reagan  performed  his  first 
official  act  as  President:  He  signed  an  execu- 
tive order  eliminating  price  controls  on  gaso- 
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line  that  had  been  in  place  for  a  decade.  Yes, 
price  controls.  Incredible  as  it  may  now  seem, 
some  of  Reagan's  predecessors,  Richard 
Nixon  among  them,  had  believed  price  con- 
trols could  curb  inflation.  Critics  of  Reagan's 
action,  like  Senator  Howard  Metzenbaum 
(D-Ohio),  warned  that  without  government- 
imposed  limits  gas  prices  would  rise  to  $2  a 
gallon.  Instead,  they  fell  dramatically — and 
have  remained  low.  With  a  stroke  of  his  pen 
Reagan  had  ended  the  energy  crisis. 

A  few  weeks  later  Reagan  amazed  political 
observers  by  convincing  Congress  to  reduce 
taxes  by  25%  across  the  board  over  a  three- 
year  period.  The  top  rate  fell  from  70%  to 
50%.  (Later,  thanks  to  Reagan's  tax  reform 
proposal  of  1986,  the  top  rate  would  be 
reduced  to  28%.) 

Aware  that  we  couldn't  beat  the  Soviets  on 
economic  performance  alone,  Reagan  also 
secured  massive  increases  in  defense  spending: 
Measured  in  constant  dollars,  the  militarv 
budget  soared  from  $187  billion  in  1980  to 
$286  billion  in  1989,  an  increase  of  more 
than  50%. 

Reagan  was  unable,  however,  to  convince 
Congress  to  make  correspondingly  large 
reductions  in  domestic  spending.  Nor  did  he 
fight  very  hard  for  the  needed  cuts;  instinc- 
tively he  understood  that  a  serious  effort  to 
cut  politically  popular  entitlements  would 
jeopardize  the  rest  of  his  program.  This  was 
the  single  largest  economic  failure  of  his 
administration.  Coupled  with  tax  cuts  and 
arms  spending,  it  caused  the  federal  deficit  to 
gape  wider.  Those  who  would  downplay 
Ronald  Reagan's  role  in  history  have  latched 
on  to  this  failure  to  match  tax  cuts  with 
spending  cuts  as  evidence  that  his  tenure  was 
a  period  of  economic  disaster. 

That  criticism,  however,  ignores  the  chal- 
lenge that  all  leaders  must  face — to  set  prior- 
ities and  make  the  best  choices  under  the  cir- 
cumstances. Reagan  said  in  1981,  'T  did  not 
come  here  to  balance  the  budget — not  at  the 
expense  of  my  tax-cutting  program  and  my 
defense  program."  If  the  budget  could  not  be 
balanced  at  that  time,  he  added,  "we'll  have 
to  do  it  later." 

If  he  couldn't  force  spending  cuts,  Reagan 
could  and  did  support  the  fight  against  infla- 
tion. In  1983  he  reappointed  Fed  Chairman 
Paul  Volcker  to  a  second  term.  Soon  the 
Fed's  harsh  medicine  worked:  The  inflation 
rate  dropped  sharply  during  Reagan's  first 
term,  and  averaged  3%  during  his  second 
term.  Volcker  was  primarily  responsible  for 
slaying  the  inflation  dragon,  but  Reagan 
deserves  credit  for  keeping  him  at  the  helm 
and  backing  his  policy  of  monetary  restraint. 


Gorbachev  finally  looks 

like  a  Westerner. 

In  1992  he  meets 

again  with  the  man 

who  won  the 

Cold  War  "without 

firing  a  shot." 


Reagan  paid  a 
high  political  price 
for  this.  During 
the  recession  of 
1982  the  poverty 
rate  rose  from  12% 
to  15%.  Unem- 
ployment climbed 
sharply,  from  7% 
to  nearly  11%, 
which  meant  that 
10  million  Ameri- 
cans were  out  of 
work.  High  unem- 
ployment rates 
were  due  not  just 
to  the  economic 
slowdown  but  also 
to  larger  changes 
in   the   economy. 

Foreign  competition  was  forcing  American 
companies  to  downsize  and  become  more 
competitive. 

Reagan's  critics  blamed  him  for  the  reces- 
sion and  dubbed  his  policies  "Reaganomics." 
Many  economists  and  pundits  called  for  a 
new  "industrial  policy,"  modeled  on  the 
Japanese  system.  Instead  of  leaving  things  to 
the  market,  intellectuals  offered  to  plan  the 
fliture  of  the  U.S.  economy,  investing  taxpay- 
er money  in  "sunrise"  sectors  they  felt  would 
be  profitable  in  the  future  and  protecting  jobs 
in  "sunset"  industries,  in  which  American 
workers  were  losing  out  to  automation  or  for- 
eign competition. 

But  having  set  his  course,  Reagan  stuck 
to  it.  He  told  the  American  people  that 
the  economic  crisis  he  had  inherited 
took  a  long  time  to  create  and  wasn't  going 
to  be  solved  in  a  year.  He  met  criticism  with 
his  usual  aplomb.  "Mr.  President,"  television 
reporter  Sam  Donaldson  yelled  at  him  after  a 
press  conference,  "in  talking  about  the  con- 
tinuing recession  tonight,  you  have  blamed 
the  mistakes  of  the  past  and  you've  blamed 
the  Congress.  Does  any  of  the  blame  belong 
to  you?" 

Without  missing  a  beat,  Reagan  replied, 
"Yes.  Because  for  many  years  I  was  a  Demo- 
crat." The  American  people  loved  it,  but  not 


Today  most  references  to  Ronald  Reagan 

portray  the  fortieth  President  as  a  good-natured 

clown,  credit  Gorbachev  with  the  fall  of 

communism  and  characterize  Reagan's  two  terms 

as  a  spendthrift  era  of  ballooning  deficits. 
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Top:  Robert  McFarlane 
with  Reagan. 
Below:  Paul  Volcker 
with  the  man 
who  reappointed 
him  to  the  Fed. 


Clinton  may  well  go  down  in  history 
books  as  the  reluctant  custodian  of  the  Reagan 
Revolution  and  the  man  who  reconciled  the 
Democratic  party  to  the  new  political  landscape 
created  by  Reagan. 

the  pundits  in  the  media.  The  New  Tork  Times 
declared  that  "the  stench  of  failure  hangs  over 
Ronald  Reagan's  White  House." 

This  turned  out  to  be  wishful  thinking.  In 
1983,  the  final  year  that  the  Reagan  tax  cuts 
went  into  effect,  the  U.S.  economy  com- 
menced a  15 -year  period  of  economic  growth. 
Nearly  20  million  new  jobs  were  created 
between  1983  and  1989,  and  another  10  mil- 
lion since  then.  At  a  rate  of  3.5%,  the  gross 
national  product  increased  by  a  third  during 
the  rest  of  Reagan's  term,  and  it  has  contin- 
ued to  expand  at  the  slower  but  steady  pace  of 
2.5%  ever  since  then. 

"The  best  sign  that  our  economic  program 
is  working,"  Reagan  quipped,  "is  that  they 
don't  call  it  'Reaganomics'  anymore." 

Whatever  one  calls  them, 
Reagan's  policies  put  the  U.S. 
in  a  position  to  capitalize  on 
the  silicon  revolution.  It  is 
easy  to  forget  that  when 
Reagan  was  first  elected,  very 
few  Americans  ovraied  a  com- 
puter. Videocassette  recorders 
were  a  novelty.  Hardly  anyone 
had  an  answering  machine.  All 
of  this  changed  during  the 
1980s.  Cellular  phones  were 
only  introduced  in  1983,  yet 
by  1989  more  than  20  million 
Americans  owned  one.  Com- 
puters ceased  to  be  used  pri- 
marily by  businesses  and 
became  a  regular  feature  of 
the  American  home.  So  did 
fax  machines. 

Reagan  didn't  create  this 
revolution,  but  whence  came 
the  venture  capital  for  the  new 
industries  of  the  1980s?  The 
number  of  venture  capital 
partnerships  surged  from  25 
in  the  mid-1970s  to  more 
than  200  in  the  early  1980s. 
The  pool  of  venture  capital 
nearly  doubled,  fi"om  $5.8  bil- 
lion in  1981  to  $11.5  billion 
in  1983. 

Why  did  this  happen. >  I  put 
this  question  to  several  Silicon 


Valley  entrepreneurs  at  a  recent  Forbes  con- 
ference. Many  of  them  gave  credit  to  two 
men:  Michael  Milken  and  Ronald  Reagan. 
Milken  created  new  financial  forms.  Ronald 
Reagan  cut  taxes  and  relaxed  regulation, 
encouraging  venture  investments. 

So  what  about  those  deficits!*  Throughout 
the  Reagan  era  the  wise  men  in  the  universi- 
ties and  in  the  media  predicted  disaster.  In 
1984  Time  warned  that  "deficits  of  such 
unprecedented  magnitude  threaten  to  boost 
interest  rates,  re-ignite  inflation  and  hinder 
growth."  None  of  this  happened. 

Instead,  the  deficit  began  to  decline  in 
Reagan's  second  term,  and  it  now  stands  at  a 
paltry  $34  billion  for  1997,  rendering  foolish 
the  critics,  including  Reagan's  budget  direc- 
tor, David  Stockman,  who  warned  of  "$200 
billion  deficits  as  far  as  the  eye  can  see." 

What  the  critics  missed  was  that  the  deficits 
began  to  put  pressure  on  Congress  to  reduce 
domestic  spending.  Curiously  the  deficit 
accomplished  for  Reagan  what  he  was  unable 
to  achieve  directly:  For  the  first  time  in  this 
century,  Congress  began  to  impose  hmits  on 
the  growth  of  government. 

Democrats  like  Senator  Daniel  Patrick 
Moynihan  (D-N.Y.)  and  Congressman 
Barney  Frank  (D-Mass.)  charged 
Reagan  with  an  ingenious  plot  to  manufacture 
deficits  and  starve  the  government  of  future 
revenue.  There  was  no  scheme,  but  in  a  sense 
Moynihan  and  Frank  had  it  right.  Of  all  the 
measures  that  have  been  tried,  economist 
Milton  Friedman  wrote  in  1988,  "the  deficit 
has  been  the  only  effective  restraint  on  con- 
gressional spending." 

Few  people  know  that  the  deficit  in 
Reagan's  last  year  was  3%  of  the  gross  domes- 
tic product — almost  the  same  as  it  was  when 
Reagan  was  first  elected. 

Admittedly  the  biggest  decline  in  the  deficit 
has  come  only  aft:er  Reagan  left:  office.  But  the 
shrinkage  can  be  traced  to  two  things  that 
took  place  under  Ronald  Reagan:  One  was  the 
lasting  consequences  o"  the  Reagan  boom, 
which  has  proved  to  be  a  bonanza  for  the  U.S. 
Treasury. 

The  second  factor  lead  ng  to  the  drying  up 
of  the  deficit  is  the  "peace  dividend"  produced 
by  our  victory  in  the  Co!  War.  The  $1.5  tril- 
lion deficit  of  the  Re?  an  years  matches 
almost  exacdy  the  cost  of  he  Reagan  military 
buildup.  Thus  the  deficit  an  be  viewed  as  an 
investment  in  overcoming  the  adversary  that 
Reagan  accurately  termed   he  "evil  empire." 

That  investment  yieldt  a  world  in  which 
the  threat  of  nuclear  wa.  has  been  greatly 
diminished.  Since  the  Berlj.  Wall  fell,  the  U.S. 
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The  decade  of 
greed  that  wasn't 


Our  intellectual  elite 
have  frequently  been  out 
of  tune  with  the  rest  of 
America,  but  rarely  so  bla- 
tantly as  in  the  way  they 
have  portrayed  the  1980s. 
The  1980s  have  gotten  a 
bad  rap  as  an  "era  of 
greed,"  a  "me  decade,"  in 
which  self-aggrandize- 
ment was  in  and  altruism 
was  out.  Oliver  Stone, 
who  has  never  let  the  facts 
get  in  the  way  of  a  good 
story,  reinforced  the  elite 
stereotype  at  the  popular 
level  with  the  film  Wall 
Street,  in  which  the  villain- 
ous Gordon  Gekko  pro- 
claims, "Greed  is  good." 
At  a  loftier  level,  social 
critic  Barbara  Ehrenreich 
titled  her  book  on  the 
Reagan  period  The  Worst 
Tears  of  Our  Lives. 

Some  of  the  symbols  of 
the  1980s  seem  to  confirm 
this  assessment.  Dynasty 
was  a  top-rated  TV  show, 
and  Madonna  made  her 
reputation  as  the  "material 
girl."  Novels  like  Jay 
Mclnerney's  Brijjht  Lights, 
Bigi  City  and  Tom  Wolfe's 
JTje  Bonfire  of  the  Vanities 
profiled  the  self-indulgent 
lifestyle  of  the  young 
urban  professional,  the  so- 
called  yuppie. 

The  quintessential 
yuppie  wanted  to  be  an 
investment  banker,  not  a 
social  worker.  His  or  her 
motto  was  not  "Bread  for 
the  world"  but  "Poverty 
sucks."  Some  were  avid 
consumers  of  recreational 
drugs. 

But  is  self-indulgence 
really  new?  Were  the 
1980s  yuppies  more  self- 
ish than  all  those  young 


men  who  fled  to  Canada 
or  Sweden  so  that  the 
Vietnam  War  wouldn't 
interrupt  their  lifestyles  of 
sex,  drugs  and  rock  'n' 
roll.>  More  self-indulgent 
than  the  young  people  of 
the  1920s  immortalized 
by  F.  Scott  Fitzgerald? 
Prosperity  quite  naturally 
produces  self-indulgence. 
What  would  you  call  Bill 
Gates'  $40  million  man- 
sion? Or  the  $300-a-night 
luxury  hotels  where  it's 
tough  to  book  a  room  in 
1997?  Why  would  the 
later  Reagan  years,  with  a 


declined  fi-om  70%  to 
28%,  the  proportion  of 
taxes  collected  from  the 
top  1%  of  income-earners 
went  ft-om  18%  of  all  rev- 
enues in  1981  to  28%  in 
1988.  The  top  5%  of  earn- 
ers bore  35%  of  the  tax 
burden  in  1981.  In  1988, 
Reagan's  last  year  in 
office,  they  paid  46%. 
Meanwhile  the  tax  share 
of  middle-  and  lower- 
income  Americans 
declined. 

Myth  number  two:  The 
affluent  forgot  about  their 
obligations  to  the  less- 


rising  stock  market  and 
steady  economic  growth, 
be  different?  They  were 
made  to  seem  different 
largely  because  the  media 
and  most  of  the  intellectu- 
als didn't  enjoy  seeing 
capitalism  vindicated. 

Let's  examine  just  two 
of  the  anti-Reagan  myths. 

Myth  number  one: 
Reagan  presided  over  vast 
giveaways  to  the  rich. 

In  fact,  during  the 
1980s,  the  affluent  paid 
more  in  federal  taxes  than 
ever  before.  Even  though 
the  top  marginal  tax  rate 


well-off  during  the 
Reagan  yeais. 

In  reality,  the  well-off 
not  only  paid  more  in 
taxes  but  also  gave  more 
in  charit)^  The  Reagan  era 
saw  the  greatest  outpour- 
ing of  private  generosit)' 
in  history.  Americans,  who 
contributed  around  $65 
billion  (as  measured  in 
1990  dollars)  to  charity  in 
1980  gave  more  than 
$100  billion  annually  by 
the  end  of  the  decade,  a 
real  increase  of  54%.  The 
average  American,  who 
gave  $340  to  charity  in 


1980,  raised  his  or  her 
contribution  to  $486  in 
1990. 

The  rate  of  increase  in 
charitable  contributions, 
economist  Richard 
McKenzie  calculates,  was 
greater  than  at  any  previ- 
ous time  in  the  postwar 
era.  Moreover,  he 
observes,  it  was  greater 
than  the  growth  of  expen- 
ditures on  personal  extrav- 
agances like  jewelry  pur- 
chases, eating  out  and 
health  club  memberships. 

Nor  did  Americans 
merely  contribute  money: 

"Greed  is  good" 
Caricatures  like 
Gordon  Gei(ko  tainted 
our  take  on  the  1980s. 


More  people  volunteered 
their  time  for  churches 
and  civic  groups  than  ever 
before. 

This  uncontested  fact  is 
convenientiy  omitted 
fi-om  all  the  descriptions 
of  the  1980s  as  an  era  of 
greed. 

Deeply  embedded  in 
American  liberalism  is  a 
sense  that  only  the  gov- 
ernment can  properly 
help  the  less  fortunate. 
The  pundits  missed  the 
point  Reagan  made  in  his 
1981  inaugural  address: 
"How  can  Axe  love  our 
country  and  not  love  our 
countrymen,  and  lo\dng 
them,  reach  out  a  hand 
when  they  fall,  heal  them 
when  they  are  sick,  and 
provide  opportunities 
to  make  them  self- 
sufficient?" 

Isn't  it  interesting? 
Luxury  consumption  is 
way  up  in  the  1990s,  yet 
no  one  speaks  about  this 
as  a  decade  of  greed . 

-D.D.  ■■ 
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After  experiencing  a 
string  of  political  disas- 
ters, Bill  Clinton  found 
unlikely  inspiration  in 
the  presidential  record 
of  Ronald  Reagan. 


government  has  saved  hundreds  of  billions  of 
dollars  in  reduced  defense  allocations.  In 
purely  economic  terms,  economist  Larry 
Lindsey  says,  Reagan's  military  buildup  pro- 
duced a  "fantastic  payoff" — it  w^sthe  best 
investment  the  U.S.  government  ever  made. 
Reagan  made  the  investments.  Bill  Clinton 

clips  the  cou- 
pons. Not  the 
least  of  those 
coupons  is  a 
stunning  rise  in 
the  Dow  Jones 
average  from 
around  800  in 
1982  to  nearly 
8000  now.  This 
has  happened  in 
large  part  be- 
cause, with  the 
collapse  of  com- 
munism, world 
markets  have 
been  opened  up 
for  U.S.  multi- 
nationals, and 
companies  like 
Coke  and  Microsoft  have  been  harvesting  big 
profits  at  home  and  abroad. 

At  a  farewell  party  at  the  White  House  in 
January  1989,  Reagan  recited  the  data  show- 
ing how  much  the  country  and  the  world  had 
changed  for  the  better  during  the  1980s,  and 
he  concluded,  "All  in  all,  I  must  say,  not  bad 
for  a  fellow  who  couldn't  get  his  facts  straight 
and  worked  four  hours  a  day. " 

When  he  was  first  elected  President  in 
1992,  Bill  Clinton  and  his  gang  apparently 
thought  otherwise.  They  seemed  to  have 
interpreted  their  victory  over  the  vacillating 
George  Bush  as  a  repudiation  of  Reagan  and 
Republicanism.  Abandoning  the  middle-class 
tax  cut  he  had  promised  during  his  campaign, 
Clinton  proceeded  to  force  a  tax  increase 
through  Congress  and  proposed  expensive 
new  spending  programs.  His  health  care  plan, 
largely  devised  by  his  wife,  Hillary,  was  an 
effort  to  restore  the  Great  Society  vision  of 
government  supervising  the  welfare  of  citi- 
zens, in  this  case  by  taking  over  one-seventh 
of  the  private  economy. 

Clinton  had  read  the  signs  wrong.  The 


Reagan's  policies  put  the  U.S.  in  a  position  to 
capitalize  on  the  silicon  revolution.  It  is  easy  to 
forget  that  when  Reagan  was  elected,  very  few 
Americans  owned  a  computer. 


voters  hadn't  rejected  Reaganism.  They  had 
rejected  George  Bush's  pale  copy;  Bush,  after 
all,  was  a  man  who  once  spurned  Reagan's 
policies  as  "voodoo  economics." 

Faced  with  a  Clinton  program  that  smclled 
of  the  bad  old  days,  the  public  turned  against 
the  health  care  plan  and  it  was  abandoned. 

Then  came  the  1994  election.  Even  though 
it  was  a  midterm  election,  the  Republicans,  led 
by  Newt  Gingrich,  were  brilliantly  successful 
in  making  the  vote  a  referendum  on  President 
Clinton's  policies.  In  one  of  the  biggest  polit- 
ical convulsions  in  American  history,  Re- 
publicans won  an  additional  52  seats  in  the 
House  of  Representatives,  gaining  control  for 
the  first  time  in  four  decades,  and  an  addi- 
tional 8  seats  in  the  Senate,  winning  a  major- 
ity there  as  well.  The  GOP  also  gained  1 1  gov- 
ernorships and  won  control  of  many  state 
legislatures.  If  Clinton  had  been  up  for  reelec- 
tion that  year,  he  almost  certainly  would  have 
been  defeated. 

When  he  did  run  again,  in  1996,  Clin- 
ton had  gotten  the  message.  You 
might  say  he  became  a  born-again 
Reaganite.  Clinton  proposed  no  bold  new 
initiatives,  and  instead  ran  pretty  much  on 
prosperity,  easily  defeating  the  feeble  Repub- 
lican candidate,  Robert  Dole.  The  election 
was  essentially  a  personalit\'  contest.  Clinton 
has  made  no  serious  further  efforts  to  roll 
back  Reaganism. 

The  Republicans,  meanwhile,  seem  to  have 
forgotten  almost  everything  Reagan  taught 
them.  Even  the  content  of  the  Contract  with 
America  broke  with  Reagan's  agenda.  Reagan 
didn't  worry  too  much  about  deficits;  instead 
he  emphasized  lowering  taxes  in  order  to 
stimulate  rapid  economic  growth.  By  con- 
trast, the  Gingrich  Republicans  became 
obsessed  with  balancing  the  budget,  a  strate- 
gy of  "fiscal  responsibiUt)^"  that  has  proven  a 
consistent  political  loser  since  the  New  Deal. 

In  sharp  contrast  with  Reagan's  genial,  self- 
deprecating  style,  so  essentially  American,  die 
current  Republican  leadership  has  seemed 
uncompromising  and  egotistical.  Far  from 
letting  polls  and  focus  groups  set  his  agenda, 
Reagan  was  willing  to  endure  short-term 
unpopularit)^  in  the  firm  confidence  that  his 
policies  would  be  vindicated  by  the  next  elec- 
tion. Reagan  trusted  the  American  people  to 
respond  to  effective  leadership. 

There's  your  paradox.  Bill  Clinton  learned 
from  Ronald  Reagan;  the  Republicans  have 
not.  Clinton  may  well  go  down  in  history 
books  as  the  reluctant  custodian  of  the 
Reagan  Revolution  and  the  man  who  recon- 
ciled the  Democratic  party  to  the  new  polit- 
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ical  landscape  created  by  Reagan. 

But  while  the  Eureka  College  C  student 
added  new  dignity  to  the  nation's  highest 
office,  the  Rhodes  Scholar  Clinton  has 
debased  it.  Contemplating  the  sitting  Presi- 
dent's well-known  debaucheries,  columnist 
P.J.  O'Rourke  remarked,  "We  nostalgically 
recall  the  days  when  sleeping  with  the  Presi- 


dent meant  attending  a  Cabinet  meeting." 
That's  a  one-liner  worthy  of  the  Great  Com- 
municator himself  Hi 

This  article  is  adapted  from  Dinesh  D'Souza's  Ronald  Reagan: 
How  an  Ordinary  Man  Became  an  Extraordinary  Leader,  pub- 
lished this  month  by  The  Free  Press.  D'Souza  is  a  John  M.  Olin 
Fellow  at  the  American  Enterprise  Institute. 


There  they 

On  big  government 

President,  I  don't  like  the 

the  Do  Not  Disturb  sign 

go  again 

A  government  bureau  is 

way  you're  running  our 

on  the  door. 

• 

the  nearest  thing  to 

country." 

eternal  life  we'll  ever  sec 

And  the  Russian 

On  choosing  a  new 

Reagan  was  one  of  the 

on  this  earth. 

responded,  "I  can  do 

member  for  the  Council 

wittiest  presidents  in 

that."  The  American  said. 

of  Economic  Advisers 

American  history.  He 

It  is  an  alimentary  canal 

"You  can?" 

I've  got  several  millionaires 

shared  with  Abraham 

with  an  appetite  at  one  end 

The  Russian  replied. 

in  my  Cabinet  who  have 

Lincohi  the  habit  of 

and  no  sense  of  responsi- 

"Sure. I  can  go  into  the 

made  their  own  money. 

illustrating  serious 

bility  at  the  other. 

Kremlin,  into  the  General 

Why  do  I  need  a  bunch  of 

points  with  folksy  sto- 

Secretary's office,  and  say: 

economists? 

ries.  Here  is  a  sampling 

On  learning  that 

Mr.  General  Secretary,  I 

of  Reagan's  one-liners 

government  warehouses 

don't  like  the  way  that 

On  the  shrewdness  of 

and  anecdotes  excerpted 

ciurently  had  478  mil- 

President Reagan  is  run- 

the common  man 

from  my  new  book, 

lion  pounds  of  surplus 

ning  his  country." 

A  law)'er  and  a  farmer  have 

Ronald  Reagan:  How  an 

butter 

(Apparendy  Gorbachev 

a  head-on  collision  on  a 

Ordinary  Man  Became 

Four  hundred  and  seventy- 

was  gready  amused.) 

country  road.  No  one  is 

an  Extraordinary  Leader. 

eight  million  pounds  of 

badly  hurt,  but  both  men 

butter!  Does  anyone  know 
S  where  we  can  find  478 

Reagan  enjoyed 
telling  this  Winston 

are  shaken.  Farmer  goes  to 
his  car  and  brings  out  a 

1  million  pounds  of 

Churchill  story 

flask  and  offers  it  to  the 

1  popcorn? 

Churchill  stops  by  a  men's 

lawyer.  "You  look  like  you 

C/5 

room  where  he  encounters 

need  a  drink."  Lawyer 

^^^^^^HB^^^^v^^SPft^^^^^l 

1   On  socialism 

Labourite  Clement  Attlee, 

takes  a  swig  and  then,  at 

^^^^^^^^^^^^^^|^^^^^3'      ^^^^^KlH^^^^^^^I 

A  man  goes  up  to 

the  man  who  replaced  him 

the  farmer's  urging, 

^^H^Nf 

a  grocery  store  clerk  in 

as  Prime  Minister  after 

another. 

Moscow  and  asks  for  a 

WWII. 

He  hands  the  flask 

^^^Kw-     ^tt^^^^^r 

kilogram  of  beef,  half  a 

When  Attlee  took  the 

to  the  farmer.  "Your  turn." 

kilogram  of  butter  and  a 

next  urinal,  Churchill 

Farmer:  "No  thanks.  I'm 

^^^k     3P>C.  ^~'     i 

quarter  kilogram  of  coffee. 

moved  a  few  places  away. 

waiting  for  the  sheriff." 

^^^^^    ^^^^^^^ 

"We're  all  out,"  die  clerk 

"My,  my,  Winston," 

says,  and  the  man  leaves. 

Attlee  said.  "Are  we  being 

On  human  nature 

Another  man,  observing 

modest?" 

Two  campers  were  hiking 

this  incident,  says  to  the 

Churchill  replied:  "Not 

in  the  woods  when  they 

clerk,  "That  old  man  must 

at  all,  Clement.  It's  just 

spotted  a  grizzly  bear 

His  definition  of  federal 

be  craz)^"  The  clerk 

that  whenever  you 

headed  straight  for  them. 

economic  policy 

replies,  "Yeah,  but  what  a 

Labourite  chaps  see  some- 

One of  them  reached  into 

If  it  moves,  tax  it.  If  it 

memory!" 

thing  that  is  large,  privately 

his  backpack  and  began  to 

keeps  moving,  regulate  it. 

owned  and  working  well, 

put  on  his  running  shoes. 

And  if  it  stops  moving, 

Reagan  told  this  one  to 

you  want  to  national- 

"What are  you  doing," 

subsidize  it. 

Mikhail  Gorbachev 

ize  it." 

his  friend  said.  "You  can't 

An  American  and 

possibly  outrun  a  grizzly." 

On  Lyndon  Johnson's 

a  Russian  were  arguing. 

On  sexually  explicit 

The  other  fellow  said,  "I 

Great  Society 

The  American  said,  "Look, 

scenes  in  modern  movies 

don't  have  to  outrun  the 

We  declared  war  on 

I  can  go  into  the  Oval 

I  hzvc  always  thought  it 

grizzly.  I  just  have  to 

poverty,  and  poverty 

Office,  pound  the  Presi- 

was more  suggestive  to  see 

outrun  you." 

won. 

dent's  desk  and  sav:  Mr. 

a  hand  reach  out  and  hang 

-D.D.  H 
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/\  your  car  were  one  of  the  half-million  a  year  damaged  because  of  deer, 
would  you  know  a  good  shop  to  hammer  out  the  dings  and  dents?  Your  Allstate 
Agent  could  help  you  find  one.  Plus  Allstate  will  back  the  workmanship  for  as  long 
as  you  own  your  car.  Being  in  good  hands  is  the  only  place  to  ber 
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Beyond  the  numbers: 
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L  MBERS  aren't  EVERYTHING,"  a  businessman  remarked 
cntly.  That's  a  basic  truth  about  investing,  as  every 
It  investor  from  Warren  Buffett  on  down  well  knows. 
mbers  can  hide  as  much  as  they  reveal.  Many  of  the 
j^jbt  valuable  assets  aren't  quantifiable  and  don't  show 
on  the  balance  sheet.  Some  of  the  best  increments  to 
ets  never  pass  through  the  profit  and  loss  statement, 
ings  like:  What  do  the  customers  think  of  the  compa- 
?  What's  management's  main  motivation.^  How  good 
mployee  morale.''  What  great  new  products  are  in  the 
eline  or  just  reaching  market.^ 
Which  is  why  some  of  the  companies  that  make  our  list 
200  Best  Small  Companies  each  year  go  on  to  glory, 
ile  others  slither  into  oblivion.  Good  numbers  are  the 
St;  the  future  is  in  the  intangibles.  We  can  collect  the 
mbers,  but  we  have  not  eyeballed  every  management 
talked  to  customers  in  every  case. 
Why  do  companies  that  were  hot  enough  to  hit  the 
)0  Best  often  falter  and  sometimes  fail.^  Starting  below, 
1  Barrett  examines  some  of  the  casualties  from  past  200 
st  lists.  On  page  138  Luisa  Kroll  reports  on  interviews 


with  some  who  have  moved  up  and  off  the  list. 

On  pages  144  and  146  is  our  200  Best  Honor  Roll. 
These  companies  have  been  on  the  200  Best  list  at  least 
four  times  in  the  past  five  years  and  exceed  our  best  small 
company  qualifying  criteria  for  return  on  equity,  sales 
growth  and  earnings  growth.  With  it  is  a  look  at  how 
honorees  from  the  past  five  years  have  performed. 

On  pages  150  through  186  we  profile  Ten  Companies 
to  Watch.  These  are  companies  where  we  believe  the 
intangibles  look  as  strong  as  the  tangible  numbers.  On 
pages  188  to  192  we  tell  you  about  six  high-tech  outfits, 
too  small  or  young  for  the  Best  200  but  names  we  think 
have  a  good  chance  of  making  the  list  soon. 

And  beginning  on  page  92  we  offer  a  warning:  Small 
stocks  are  suddenly  the  rage.  Watch  out,  says  Matt 
Schifrin,  for  bucket  shops  peddling  tawdry  microcaps. 

In  keeping  with  our  increasingly  global  economy,  we 
also  profile  a  few  small  foreign  companies. 

Numbers  aren't  everything,  but  they  are  a  good  place 
to  start  when  seeking  out  tomorrow's  corporate  leaders 
in  an  economy  changing  with  unprecedented  speed.  ^ 


letting  on  the  Forbes  200  Best  Small  Companies  list  is  no  guarantee  of  success, 
luite  the  contrary.  This  list  is  a  dangerous  place. 

The  perils  of  success 


ly  William  P.  Barrett 

N  LATE  1994  Safety  1st  was  running 
iast — and  running  hard.  Famous  in 
he  1980s  for  its  "Baby  on  Board" 
:ar  window  signs,  the  Chestnut  Hill, 
Vlass.  maker  of  child  safety  products 
lad  a  five-year  annual  return  on 
equity  topping  100%.  In  just  two 
/ears  sales  nearly  tripled,  to  $70  mil- 
ion;  likewise,  the  stock  increased 
Tom  $12  to  $32.75. 

These  days  Safety  1st  ought  to  be 
:alled  Money  Last.  The  company  has 
ost  more  than  $30  million  in  three 
f'ears.  The  stock  has  collapsed,  to  a 
recent  $5.38. 

What  happened?  Safety  Ist's  latest 
10-K  report  is  revealing:  "Product 
afferings  had  proliferated  to  an 
unmanageable  quantity,  including 
products  outside  of  its  core  compe- 
tency." Carried  away  by  its  early  suc- 
cess. Safety  1st  expanded  to  sell  more 
than  650  products.  Many  of  the  new 
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items,  like  deadbolt  locks  and  door 
peepholes,  were  not  strictly  child 
related,  and  ran  up  against  stiff  com- 
petition   from    hardware 
makers. 

Capital  was  thin  to  begin 
with:  How  else  could  the 
company  annually  have 
returned  100%  on  equity.^ 
Inventories  and  expenses 
mounted. 

The  cycle  of  growth 
companies  resembles  flocks 
of  migrating  birds.  Most 
make  it  to  their  destination, 
but  many  don't  because  of 
predators,  bad  weather, 
injuries  and  simple  bad 
luck.    Fit   and   impressive   looking      all  tally: 

though  they  may  be,  the  open  skies         Only  about  42%  of  the  companies 
of  growth  become  a  graveyard  for      made  it  through  the  skies  of  acccler- 
many  of  them.  Today's  peacock  may      ated  growth  unscathed.  The  otlv 
become  tomorrow's  feather  duster.      58%  encountered  some  trouble  s; 
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Growth 
becomes 
fatal  for  many 
companies. 
Today's  peacock 
may  become 
tomorrow's 
feather  duster. 


The  fatal  tumble  often  happens  when 
a  company  is  trying  to  make  a  dra- 
matic flight  to  a  higher  level. 

Or  put  it  this  way: 
Momentum,  while  exhila- 
rating, can  be  dangerous. 
You  see  it  in  our  lists  of 
America's  200  Best  Small 
Companies.  The  casualty 
rates  are  enormous.  Not 
counting  newcomers  to 
this  year's  list  and  compa- 
nies not  being  counted  for 
technical  reasons,  about 
900  names  have  appeared 
on  the  list  at  some  point 
during  the  past  decade. 
The  following  is  the  over- 


% 


The  smartest  executives 
all  have  something  in  common.  •• 


FC 


ionally  at  $7  a  bottle, 

in   could    eschew    big 

>motion    budgets    and 

ve  generic  detergent  in 

;  Northeast  out  of  one 

nbined      manufactur- 

;/warehouse  facility  for 

s   than   half  as   much. 

ap,  after  all,  is  soap. 

Things  went  well.  By  last 

ar  USA  Detergents  had 

v^enues  of  $174  million 

d  a  market  capitalization 

$660  million,  a  five-year 

erage  annual  return  on  equity  of 


USA 

Detergents 
embarked 
upon  a  big 
expansion 
scheme, 
rapidly  going 
national. 
Washout  City. 


line  to  automotive  cleaners 
and,  of  all  things,  scented 
candles. 

Washout  City.  "The 
Company  experienced  dis- 
tribution difficulties  and 
late  customer  deliveries," 
USA  Detergents  lamented 
in  its  10-K  earlier  this  year. 
Citing  "a  number  of 
errors"  in  financial  state- 
ments, USA  Detergent 
restated  1996  earnings 
downward  by  about  20%, 
took  a  huge  first-quarter  loss  this  year 


0%  and  the  number  36  spot  on      and,  at  this  writing,  has  not  released 


jr  list. 

Evan  must  have  decided  he  could 
alk  on  water.  According  to  pub- 
shed  accounts,  he  embarked  upon  a 
ig  expansion  scheme,  rapidly  going 
ational,    rather    than    region    by 


results  for  the  quarter  ending  June 
30.  Market  cap  withered  72%  fi-om  its 
peak.  Citing  numerous  shareholder 
lawsuits,  a  company  spokesperson 
declined  to  comment. 

Minntech  Corp.  was  started  in 


igion,  opening  at  least  three  more      Minneapolis  in  the  mid-1970s  by 
icilities  and  extending  the  product      engineer/scientist  Louis  Cosentino 


to  exploit  some  niches  in  the  medical 
device  business  relating  to  kidne\ 
dialysis.  By  the  mid-1990s  Minn- 
tech's  revenues  were  up  to  $65  mil- 
lion. With  a  five-year  return  on  equity 
of  19%,  the  company  spent  1992, 
1993  and  1994  on  the  Forbes  200 
list.  The  stock  rose  handilv  from 
$4.89  in  1990  to  $23.63  in  1995. 

Cosentino,  however,  seems  to  have 
forgotten  that  he  was  a  niche  player. 
He  moved  into  artificial  kidneys — a 
commodity'  item  in  which  the  com- 
petition was  both  entrenched  and 
tough.  Minntech  gained  no  more 
than  a  1%  market  share,  and  lost 
heavily.  Then  it  lost  a  big  manufac- 
turing contract  and  encountered 
delays  gaining  U.S.  approval  for  an 
oxygenator,  a  device  used  in  open- 
heart  surgery. 

Three  consecutive  blows  are  more 
than  most  small  companies  can 
absorb.  By  early  this  year  the  stock 
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cient  that  they  no  longer  counted  as 
hot,  growth  companies. 

Those  that  completed  the  journey 
with  scarcely  any  hesitation  are  still 
on  our  list,  or  off  it  simply  because 
they  were  no  longer  small  companies 
(revenues  cutoff  of  $350  million)  or 
because  they  were  acquired.  Some 
familiar  names  here:  T.  Rowe  Price 
Associates,  Quick  &  Reilly  and,  going 
back  to  the  earlier  1980s,  Liz  Clai- 
borne, J.B.  Hunt  Transport  and  Ser- 
vice Corp.  International. 

We  define  trouble  as  a  yearly  earn- 
ings drop  or  loss  by  the  year  after  a 
company  left  the  list,  or  reasonably 
soon  thereafter.  About  1%  of  these 
companies  ended  up  in  outiight  bank- 
ruptc}',  reorganization  or  liquidation, 
often  wiping  out  shareholders.  Among 
these  losers:  CareerCom,  (number  73 
in  1988),  Geonex  (number  200  in 
1991)  and  Traditional  Industries 
(number  99  in  1988). 


There  isn't  a  lot  of  middle  ground 
here;  only  a  handful  of  companies — 
about  2% — fell  off  the  list  because 
they  developed  slower,  but  still  posi- 
tive, growth  rates.  In  short,  there's  a 
crucial  point  for  hot  growth  compa- 
nies that  is  exceptionally  dangerous. 

Clearly,  the  faster  they  run,  the 
harder  they  can  fall.  Safety  1st,  for 
example,  was  number  two  on  our 
1994  list.  Any  warning  signs  about 
that  impending  transition  disaster.^ 
Well,  in  that  year  the  company  actu- 
ally had  a  negative  cash  flow  from 
operations  of  S9  million — no  opera- 
tional problem  at  the  time,  because 
investors,  mesmerized  by  the  previ- 
ous growth  rate,  eagerly  lapped  up 
more  common  shares  when  they 
were  offered.  In  hindsight,  a  late 
1993  press  release  from  the  company 
detailing  plans  for  a  huge  product 
expansion  might  have  given  cause  for 
concern. 


Safety    1st   has   now  more  tl  i 
halved  its  product  line,  taking  sevU 
huge  inventory  writeoffs.  It's  sticki; 
to  innovative  items  it  knows  well,  I 
infrared  baby  monitors.  Founder  a 
40%-owner  Michael  Lerner,  a  forn  • 
executive  recruiter,  has  ceded    ; 
president's  role  to  another  mi 
versed  in  logistics.  Still  it  will 
years — if  ever — before    Safct)' 
regains    its    lofty    heights.    "Wc 
focusing  on  our  core  strength 
Lerner  says.  "I  wish  we  had  done  tl 
three  or  four  years  ago.  We  ha 
learned  a  lot."   His  idea  of  goi 
yearly  growth  now  is  15%  to  20%. 

Geographic  expansion  can  be 
dangerous  as  new  product  lirn. 
Consider  USA  Detergents  Inc.,  o 
of  North   Brunswick,  N.J.   Isra* 
immigrant  Uri  Evan  started  the  cori 
pany  in  1988.  While  Lever  Bros,  ail 
Procter    &    Gamble    battled    oil 
another   silly   peddling   detergcl 


nationally  at  $7  a  bottle, 
Evan  could  eschew  big 
promotion  budgets  and 
move  generic  detergent  in 
the  Northeast  out  of  one 
combined  manufactur- 
ing/warehouse facility  for 
less  than  half  as  much. 
Soap,  after  all,  is  soap. 

Things  went  well.  By  last 
year  USA  Detergents  had 
revenues  of  $174  million 
and  a  market  capitalization 
of  $660  million,  a  five-year 


USA 

Detergents 
embarked 
upon  a  big 
expansion 
scheme, 
rapidly  going 
national. 
Washout  City. 


line  to  automotive  cleaners 
and,  of  all  things,  scented 
candles. 

Washout  City.  "The 
Company  experienced  dis- 
tribution difficulties  and 
late  customer  deliveries," 
USA  Detergents  lamented 
in  its  10-K  earlier  this  year. 
Citing  "a  number  of 
errors"  in  financial  state- 
ments, USA  Detergent 
restated  1996  earnings 
downward  by  about  20%, 


average  annual  return  on  equity  of     took  a  huge  first-quarter  loss  this  year 


30%  and  the  number  36  spot  on 
our  list. 

Evan  must  have  decided  he  could 
walk  on  water.  According  to  pub- 
lished accounts,  he  embarked  upon  a 
big  expansion  scheme,  rapidly  going 
national,    rather    than    region    by 


and,  at  this  writing,  has  not  released 
results  for  the  quarter  ending  June 
30.  Market  cap  withered  72%  fi^om  its 
peak,  editing  numerous  shareholder 
lawsuits,  a  company  spokesperson 
declined  to  comment. 

Minntech  Corp.  was  started  in 


region,  opening  at  least  three  more      Minneapolis  in  the  mid-1970s  by 
facilities  and  extending  the  product      engineer/scientist  Louis  Cosentino 


to  exploit  some  niches  in  the  medical 
device  business  relating  to  kidney 
dialysis.  By  the  mid-1990s  Minn- 
tech's  revenues  were  up  to  S65  mil- 
lion. With  a  five-year  return  on  equity 
of  19%,  the  company  spent  1992, 
1993  and  1994  on  the  Forbes  200 
list.  The  stock  rose  handily  from 
$4.89  in  1990  to  $23.63  in  1995. 

Cosentino,  however,  seems  to  have 
forgotten  that  he  was  a  niche  player. 
He  moved  into  artificial  kidneys — a 
commodit}^  item  in  which  the  com- 
petition was  both  entrenched  and 
tough.  Minntech  gained  no  more 
than  a  1%  market  share,  and  lost 
heavily.  Then  it  lost  a  big  manufac- 
turing contract  and  encountered 
delays  gaining  U.S.  approval  for  an 
oxygenator,  a  device  used  in  open- 
heart  surgery. 

Three  consecutive  blows  are  more 
than  most  small  companies  can 
absorb.  By  early  this  year  the  stock 
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September  14,  1997: 

Automotive  journalists  gather  in  Austin,  Texas,  to 

drive  the  all-nezv  1998  Chrysler  Concorde  and  Dodge 

Intrepid.  Local  armadillo  population  goes  on  alert. 


May  7,  1997: 

A  jaw-dropping  formation  of  purpk 

Plymouth  Prowlers  cruises  the  Sunst 

Strip  in  West  Hollywood,  California, 

mark  the  Prowler's  official  introductio 

The  automotive  gods  are  smiling. 


Even  witli  a  heritage  as  rich  as  ours,  we  spend  most 
of  our  time  thinking  about  what's  next.  It's  how  we 
invented  the  minivan  and  reinvented  the  American 
sports  car.  And  re-engineered  the  architecture  of 


the  passenger  car  with  cab-forward  design.  T 
fact  is,  we  have  a-  histt)ry  of  getting  there  fir- 
What  we  learn  there  eventually  makes  its  way  in 
your  next  vehicle.  And  makes  it  better.  Besides, 


C:all  toll-free  l-888-()RI<Arc:ARS. 


www.chryslercorp.coi 


ay  27,  1930: 
jsler  Building  is 
ompleted  in 
)  York.  A  writer 
inents  it  "gleams 
I  giant  hubcap." 


January  11,  1932: 

'      One  of  the  most  distinctive  open  cars 

ever  created  (or  so  judges  at  vintage  car 

shows  tell  us),  the  Chrysler  Imperial  grabs 

a  dozen  speed  records  in  its  class. 


January  22,  1934: 

Chrysler  introduces  the 

Airflow — the  most  radical 

car  ever  (so  far).  Based  on 

aircraft  design  principles, 

it  ushers  in  a  new  age 

of  automotive  design. 


September  14,  1969: 
What's  cooler  than  watching  this  Dodge  Charger 
Daytona  blow  past  the  competition  at  Talladega? 
Going  to  the  dealer  and  taking  one  home 


June  17,  1996: 

After  astounding  car  show  crowds  for 

over  a  year,  the  Dodge  Viper  GTS  Coupe 

slithers  into  showrooms. 


Jjinuiry  15.  1994: 

Automobile  Magazine  bypasses  new 

models  by  Aiercedes-Benz,  BMW,  and 

Volvo  in  naming  the  all-new  Neoti  its 

"Automobile  of  the  Year."  (Must  be  the  cool 

round — okay,  oval — headlights.) 


:ar  cornpany,  we  like  being  out  in  front.  The  view 
better,  and  the  ride,  a  lot  more  exciting.  Whether 
u're  looking  backward  or  forward,  that's  what 
lilding  great  cars  and  great  trucks  is  all  about. 


Ikviivs  use  seal  Mis.  Rciiuiiihci;  i/  l\ukscal  Is  ihc  siijc.tt  fhice  for  ckiklreii. 


GREAT  TRUCKS 

^  CHRYSLER  CORPORATION 


I  n  t g  u  u p  t  &  I D  m  H  L  L bumKMwira    iw    MmtHib- 


was  down  to  $9.  Cosentino, 
who  owned  10%  of  the 
company,  abrupdy  resigned 
as  president,  chairman  and 
chief  executive.  His  succes- 
sor, longtime  subordinate 
Thomas  McGoldrick, 

quickly  jettisoned  artificial 
kidneys,  took  a  large  write- 
off and  is  attempting,  a  cor- 
porate spokesman  says,  to 
refocus  Minntech  on  those 
tiny  but  profitable  niches. 
The  stock  has  since  risen 
to  $11.50. 


Says  Robert 
Carlson, 
the  longtime 
headofNAI 
Technologies: 
"Growth 
masks  all  sorts 
of  problems." 


saturation.  Consider 

Coastal  Physician  Group 
Inc.  (formerly  Coastal 
Healthcare  Group),  based 
in  Durham,  N.C.  The 
founder.  Dr.  Steven  Scott, 
figured  in  1977  he  could 
make  money  by  supplying 
doctors  to  hospital  emer- 
gency rooms.  But  there 
are  only  so  many  emer- 
gency rooms  around.  So 
after  taking  the  company 
public  in  1991  at  $11.50  a 
share,  Scott  expanded  into  providing 


Today's  Man,  an  off-price  men's     management  services  to  physicians 


clothier  out  of  Moorestown,  N.J., 
was  founded  in  1971  by  David  Feld. 
For  more  than  two  decades — a  rela- 
tively long  time  frame  for  the  compa- 
nies we're  looking  at — Feld  built  his 
business  slowly,  carefully  and  prof- 
itably. From  big,  freestanding  stores 
he  sold  a  huge  variety  of  both  brand- 


and  buying  physician  practices  and 
health  maintenance  organizations 
outright. 

At  one  point,  with  3,200  doctors 
under  contract  Coastal  was  the  coun- 
try's largest  provider  of  health  care 
and  medical  administrative  services. 
All  this  put  it  on  the  Forbes  200  list 


ed  and  private-label  men's  clothes  at  in  1993,  the  year  before  the  stock 

low  prices.  hit  $42. 

By  1994  Feld  had  taken  Today's  As  it  turned  out,  for  a  management 
Man  public,  raising  $36.8  million  for  company  Coastal  was  ill-managed. 
34%  of  the  stock.  He  had  28  stores  on  According  to  published  reports,  its 
the  East  Coast  and  in  the  Midwest,  expansion  across  the  country  wasn't 
widi  amiual  sales  of  $217  million.  The  concentrated  enough  geographically 
expansion  moved  him  to  number  180  to  effectuate  economies  of  scale.  One 
on  the  1994  Forbes  200  list.  of  its  hmos  got  its  clock  cleaned  deal- 
Then  Feld  announced  aggressive  ing  with  an  outside  hospital  chain, 
plans  to  open  seven  stores  during  There  were  allegations  of  quality 
1995  alone — a  one-year  expansion  of  problems  in  a  Florida  emergency 
25%.  As  it  turned  out,  men  were  room  run  by  Coastal.  The  company 
dressing  more  casually  and  didn't  went  from  a  $21  million  profit  in 
need  as  many  suits.  To  compensate,  1994  to  a  $46.9  million  loss  in  1995 
the  company  stepped  up  what  had  and  a  staggering  $146  million  loss 
always     been     a    thin    promotion  last  year. 


budget. 

For  the  year  ending  in  early  1996 
Feld  lost  a  whopping  $36  million. 
Today's  Man  filed  for  Chapter  11 


Scott,  who  owned  30%  of  the 
stock,  was  kicked  out  as  chief  execu- 
tive but  was  reinstated  when  sup- 
porters won  a  proxy  fight  for  the 


bankruptcy,  which  is  still  pending  and  board  of  directors.  Stock  today:  $2. 

will  probably  result  in  some  share-  Scott  did  not  return  our  calls, 
holder  dilution.  The  stock,  which  NAI  Technologies  of  Huntington, 

went  public  at  $7.50  and  later  hit  N.Y.  designs  computer  systems  and 

$20,  is  now  around  $3  despite  recent  makes  telecommunications  products, 

encouraging  results.  many  of  them  for  the  military  and 

Note  this:  Almost  all  these  sad  sto-  government   agencies.    Its  perfor- 

ries  have  in  common  ill-considered  or  mance  put  it  in  the  middle  of  the 

pell-mell  expansion.  Yet  growth  is  Forbes  200  Best  list  rankings  in  1992 

what  these  companies  are  supposed  and  1993.  To  Robert  A.  Carlson, 

to  be  about.  nai's  longtime  president  and  chief 

And  that's  part  of  the  problem:  executive,  nothing  was  impossible. 
Maintaining  a  growth-stock  label  Then^ — pow! — NAI  Technologies 

requires  growth,  even  if  the  compa-  lost  big  money  in  1994  and  1995;  it 

ny's  core  market  is  slowing  or  near  clawed  back  to  marginal  profitability 


in  1996  and  is  only  a  little  bettc 
now.  Things  started  to  go  seriousI| 
wrong  when  NAI  was  acquiring  foi 
new  companies  and  moving  into  ne\| 
product  lines  while  its  biggest  cusi 
tomer,  the  U.S.  Na\y,  was  simultanei 
ously  terminating  a  contract  early.  A 
company  10-K  listed  all  of  the  folf 
lowing  problems:  drop-offs  in  order! 
for  key  products,  technical  difficultieif 
and  cost  overruns  for  new  products! 
problems  consolidating  a  reducecj 
operation  into  a  single  plant,  refusalj 
of  key  personnel  to  relocate  and  inad- 
equate inventory  controls. 

""Growth  masks  all  sorts  of  prob-l 
lems,"  muses  Bob  Carlson.  "I  learned 
that  one  should  not  be  so  optimistic 
when     all     your     managers     are! 
optimistic." 

Growth  does  indeed  mask  all  sorts 
of  problems.  Bollinger  Industries,  the 
Irving,  Tex.  company  founded  b\- 
brothers  Glenn  and  Bob  Bollinger, 
made  physical  fitness  equipment,  with 
names  like  Bunfirmer  and  the  Super- 
TummyTrimmer.  The  financials 
seemed  firm,  too.  In  the  three  fiscal 
years  through  March  1994  revenues 
rose  from  $18  million  to  $45  million, 
and  per-share  earnings  rose  from  37 
cents  in  1992  to  59  cents.  In  1994 
Bollinger  made  the  Forbes  200  list  at 
a  lofiy  number  41. 

But  that  growth  was  masking 
problems.  A  trampoline  manufactur- 
er— of  all  things — that  Bollinger 
acquired  inflated  its  production 
numbers  and  profits.  Management 
was  simply  unprepared  and  ill- 
equipped  to  deal  with  setbacks. 
Bollinger  was  caught  off  guard  for 
the  bigger  sales  volumes,  wliich  over- 
whelmed warehouse  facilities  and 
accounting  systems.  A  nasty  spat 
broke  out  pitting  the  Bollinger 
brothers  against  their  law  firm  and 
accountants.  "Management  has  not 
met  its  primary  objective,  which  is  to 
increase  shareholder  value,"  the  com- 
pany concluded  glumly  in  its  most 
recent  10-K  report. 

Recent  stock  price:  65  cents.  A 
company  official  referred  our  inquiry 
to  the  Bollinger  brothers,  who 
declined  to  comment. 

What  all  this  suggests  is  that  you 
can't  tell  a  business  by  its  numbers 
alone.  You've  got  to  know  what  is 
behind  the  numbers  and  who  is 
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Ibehind  them  and  how  diey  were  con- 
jstructed.  Centennial  Technologies,  a 

ilmington,  Mass.  maker  of  person- 
al computer  cards,  was  number  44  on 
our  1995  list  and  number  117  in 
1996,  when  the  stock  hit  $47. 

As  it  turns  out,  its  profitability^  was 
inflated.  Earlier  this  year  the  compa- 
ny admitted  to  a  massive  accounting 
fraud,  using  such  quaint  techniques 
as  shipping  empty  packages  and 
billing  for  nonexistent  products. 
Earnings  were  restated  back  to  1994, 
wiping  out  most  profits.  The  fraud 
apparently  masked  lackluster  growth 
in  the  business. 

The  chief  executive,  Emanuel 
Pinez,  was  fired,  indicted  and  jailed 
pending  trial.  The  stock  fell  to  87 
cents,  but  after  a  big  management 
shuffle  recendy  moved  back  up  to  $5. 

Mercury  Finance,  an  auto  finance 
company  in  Lake  Forest,  111.,  ranked 
number  26  or  better  on  three  con- 
secutive lists  through  1994.  Earlier 
this  year  the  company  said  a  former 
accounting  officer  had  pumped  up 
profits  for  years  through  false  entries 
on  the  books. 

A  marine  pollution  control  outfit 
in  Anchorage,  Alaska,  Martech  usA 
Inc.,  rode  to  prominence  in  the  hot 
field  of  pollution  control,  helping  to 
clean  up  the  Exxon  Valdez  oil  spill. 
Martech  hit  our  1992  list  at  number 
four,  with  a  five-year  annual  return 


on  equity  of  59%.  But  in  December  good  sign  to  see  seasoned  people 

1993  Martech  filed  for  Chapter  11  with  demonstrated  skills  joining  just 

after  lenders  declared  credit  lines  in  before  these  crucial  expansions  or 

default.  Within  a  year  the  bankruptcy  acquisitions  take  place.) 

became  an  outright  liquidation,  with  ■  How  are  the  financials?  Ofi:en  com- 


shareholders  pretty  nearly  wiped  out. 
We  don't  think  there  are  many 
out-and-out  frauds  on  our  current  list 
of  the  fastest- growing  small  compa- 
nies in  America,  but  those  cases  illus- 


panies  post  extraordinary  five-year 
growth  rates  because  they  had  little 
equit}^,  sales  or  profits  in  earlier  years, 
magnifv'ing  the  increases.  Did 
accounts  receivable  grow  at  a  faster 


trate  the  folly  of  investing  without  rate  than  sales,  often  a  tip-off  that  a 
looking  behind  the  numbers.  company  is  lessening  credit  standards 
Here    are    some    of  the    points  to  book  salesi*  If  a  seemingly  boom- 
investors  ought  to  ponder  before  ing  company  shows  a  negative  cash 


they  invest: 

■  Is  the  success  based  on  a 
single  big  customer  remain- 
ing a  customer? 

■  Does  the  company's  prod- 
uct or  service  hang  on  a  fad 
that  can  flag? 

■  Is  it  a  business  in  which 
ease  of  entrance  renders  a 
company's  lead  tenuous? 

■  Is  the  rapid  growth  rate 
attributable  to  a  technologi- 
cal lead  that  is  fast  eroding? 

■  If  a  company  is  embarking 
upon  some  great  expansion, 
what  is  the  chief  executive's 
background?  Has  he  or  she  the 
knowledge  and  experience  necessary 
to  cope  with  a  changing  situation? 
Does  management  just  below  the 
chief  executive  have  this  expertise? 

(It's     often     a 


Says  one  execu- 
tive: "Success  is 
the  worst  thing 
that  can  happen 
to  a  company. 
Tou  start 
believing  your 
own  headlines." 
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flow  from  operations,  ask  if  the  rapid 
growth  in  revenues  is 
hiding  some  profound 
problems. 

■  Did  the  hot  growth 
company  run  debt  way 
up  during  or  just  after  an 
expansion?  Beware.  It 
may  mean  it  couldn't  find 
an  underwriter  for  a  new 
stock  offering  that  would 
have  paid  down  the 
debt— not  a  good  sign. 
The  risk  that  a  stumble 
-  Liimiii»-        \v'\\\  prove  fatal  is  thereby 

magnified. 
■  Is  the  company  truly  prepared  for 
die  possibility'  diat  its  expansion  plans 
will  succeed?  That  is,  has  it  lined  up 
the  financing  it  will  need  along  with 
the  inventories  and  the  specialized 
talents? 

Now  you  know  why  successful 
investors,  from  Warren  Buffett  on 
down,  spend  many  long  hours 
poring  over  annual  reports  and  finan- 
cial statements.  Now  you  know,  too, 
why  Buffett  eschews  investing  in 
businesses  he  cannot  understand. 
And  why  he  and  other  smart 
investors  regard  the  personality  and 
motivations  of  the  principals  to  be  at 
least  as  important  as  the  financials 
appear  to  be. 

FTP  Software  is  a  former  member 
of  the  Forbes  200  (number  9  in 
1994  and  number  22  in  1995).  FTP 
Software  has  gone  through  some 
rough  times  recently. 

Its  new  chief  financial  officer, 
James  Tholen,  says  it  all  about  the 
dangers  inherent  in  being  a  hot 
growth  company:  "Success  is  the 
worst  thing  that  can  happen  to  a 
company.  You  start  beliexing  your 
own  headlines.  You  get  sloppy."   ^M 
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Advice  to  small  companies  that  want  to  get  big:  Make  believe  that  you're  back 
at  the  beginning,  still  trying  to  make  that  first  year  of  profitability. 

The  graduates 


By  Luisa  Kroll 

There  are  a  lot  of  ways  to  fall  off 
our  list  of  the  200  Best  Small  Com- 
panies in  America.  Your  growth  can 
slo\\'  so  markedly  that  you  no  longer 
qualif)'.  You  can  be  merged  off  the 
list.  You  can  even  go  private. 

The  most  glorious  way  of  leaving 
the  list,  however,  is  via  graduation,  by 
being  so  successful  that  you  no 
longer  qualif\'  as  a  small  company 
(cutoff,  $350  million). 

Over  the  past  decade,  about  900 
names  have  appeared.  Of  these,  120 
graduated  (another  125  were  merged 
off  the  list).  The  full  roster  of  gradu- 
ates includes  such  familiar  names  as 
Cisco  Systems,  Electronic  Arts,  Para- 
metric Technology,  T. 
Rowe  Price  and  Inter- 
national Dairy  Queen. 

What  does  it  take  to 
graduate.^  We  spoke 
with  executives  from 
16  of  the  diploma- 
holders  and  from  what 
they  told  us  we  have 
distilled  seven  major 
rules  of  success: 

Lesson  one 
Run  scared. 

"The  most  important 
thing  is  to  always  run 
a  little  scared,"  A. 
Malachi  Mixon  III  told 
us.  Mixon,  57,  is  chief 
executive  of  Invacare, 
the  Elyria,  Ohio-based 
maker  of  home  health 
care  products  such  as 
wheelchairs  and  hospi- 
tal beds  (1996  rev- 
enues, $620  million).  A 
former  artillery  officer 
in  the  U.S.  Marine 
Corps,  Mixon  says  he 
manages  as  if  he  were 
constantly  under  fire: 
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"I  operate  under  the  assumption  that 
the  customer  is  never  satisfied." 

Today's  disabled  person  no  longer 
wants  to  setde  for  bare-bones  equip- 
ment. Invacare  introduced  34  new  or 
upgraded  products  in  October, 
among  them  a  completely  new 
oxygen  delivery  system.  Invacare 
offers  a  huge  choice  in  customized 
wheelchairs.  "We're  driving  the  mar- 
ket toward  more  consumerism," 
Mixon  says.  Invacare  can  now  deliver 
a  customized  wheelchair  to  a  cus- 
tomer's doorstep  in  five  days.  In  the 
early  Eighties  it  took  from  four  to 
six  weeks. 

Invacare  joined  the  200  Best  in 


1992  and  graduated  in  1993.  At  its 
present  rate  of  growth  it  will  be  a  $1 
billion  (revenues)  company  before 
2000.  "If  you  are  not  constantly 
moving,  then  someone  who  is  more 
creative,  aggressive  and  talented  will 
eat  your  lunch,"  says  Mixon. 

As  happened  to  competitor  Everest 
&  Jennings  International.  Everest  was 
the  nation's  leader  in  wheelchairs, 
with  80%  of  the  market.  Today  E\er- 
est  is  a  minor  player,  while  Invacare 
has  80%  of  the  wheelchair  market. 

Lesson  two 

Let  folks  know  you're  there. 

The  Men's  Wearhouse  (1996  rev- 
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cnues,  $484  million),  number  85  on 
our  list  in  1993,  sells  designer  and 
brand-name  men's  suits  at  a  20%  to 
30%  discount  from  department  store 
prices.  The  Fremont,  Calif,  outfit 
most  definitely  does  not  hide  its  light 
under  a  barrel.  Last  year  it  spent  6.4% 
of  revenues  on  advertising,  or  $31 
million,  three  times  as  much  as  its 
nearest  competitor. 

It  also  spends  on  real  estate.  While 
[other  discount  chains  locate  near 
regional  malls.  Men's  Wearhouse 
usually  buys  prime  real  estate  in 
major  cities.  Its  customers  don't  have 
to  travel  to  the  boonies  or  up  back 
alleys  to  get  its  discounts. 

Men's  Wearhouse  accepts  returns 
on  altered  goods,  offers  free  pressing 
for  the  life  of  any  suit  it  sells  and  re- 
alters  a  suit  after  too  much  good 
living  by  the  customer.  "We  give  a 
damn  how  you  look  in  the  product," 
says  President  David  Edwab. 

That's  a  pretty  tough  hurdle:  dis- 
count prices,  high  advertising  costs, 
good  service  and  prime  locations. 
Men's  Wearhouse  can  handle  all  that 
and  still  make  one  of  the  industry's 


highest  operating  margins  (7.9%)  by  haggle  over  ordinary  merchandise, 

controlling  expansion  and  using  their  Callaw^ay  charges  $2,000  for  a  set  of 

high  volume  to  get  the  best  manu-  premium  Great  Big  Bertha  Tungsten- 

facturer  prices.  Titanium  irons  and  about  $475  for 

its  top-of-the-line  driver.  Callaway's 

Lesson  three  competitor,  Taylor  Made,  sells  its  pre- 

Keep  the  product  unique.  mium  driver  for  almost  15%  less  than 

Carlsbad,  Calif.-based  Callaway  Golf  Callaway,  while  King  Cobra  retails  its 

Co.  (1996  revenues,  $679  million)  driver  for  as  low  as  half  die  price, 

produces  high-tech  golf  clubs.   It  When   Callaway  introduced  the 

appeared  on  our  1993  list  of  the  200  original  Big  Bertha  driver  in  1991, 

Best,  reappeared  on  the  1994  list,  people  were  skeptical  because  of  its 

then  zoomed  out  of  range  in  1995.  appearance.  The  head  was  too  big, 


This  in  an  industry  growing  at  a 
modest  2%  rate.  "Product,"  says 
company  founder  Ely  Call- 
away, 78,  and  repeats  the 
word,  "product,  product, 
product."  Not  just  any 
product.  "We're  the  Rolls- 
Royce  in  price  and  the 
Ford  in  sales,"  he  adds, 
talking  about  his  Big 
Bertha  line  of  golf  clubs. 

Callaway  is  flourishing  in 
a  market  in  which  cus- 
tomers are  willing  to  pay 
through  the  nose  for  per- 
ceived   quality    but    will 


The  most 
important 
thing  is  to 
always  run 
a  little  scared, 
and  assume 
the  customer  is 
never  satisJQed. 


and  the  club  had  no  neck.  But  the 
club  did  what  Callaway  intended  it  to 
do — it  made  driving  easier. 
Only  three  new  lines  of 
woods  and  irons  have 
passed  the  company's 
stringent  testing  and 
been  released  since  the 
original  Big  Bertha 
arrived  on  the  scene  six 
years  ago.  At  a  recent 
trade  show  in  Las  Vegas, 
Callaway  showed  up  with 
no  new  products.  If  it's  a 
me-too  product,  Cal- 
lawav  doesn't  want  it. 
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i 


»MENT   YOU    NEED   TO    DO    BATTLE    FROM    YOUR    ROOM. 


Sheraton 

HOTELS  &  RESORTS 


Call  1-800-325-3535 
or  visit  www.sheraton.com 
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Lesson  four 

Watch  whom  you  hire. 

"We  want  anything  that  relates  to  our 
company — how  people  look,  how 
people  act — to  always  reek  of  profes- 
sionalism," says  Robert  Kohlhepp, 
chief  executive  of  uniform  maker 
Cintas  Corp.  His  company  has 
recorded  consistent  profit  and  sales 
growth  since  graduating  from  the 
200  Best  in  1990. 

The  $840  million  (revenues)  Cin- 
cinnati, Ohio-based  company  re- 
quires anyone  involved  in  a  hiring 
decision  to  attend  a  three -day  course 
on  something  called  meticulous 
hiring.  There  they  are  taught  inter- 
viewing procedures,  which  include 
developing  a  specific  profile  for  each 
job  opening. 

A  half-dozen  people  interview  one 
candidate  separately  and  then 
regroup.  Did  the  applicant  answer 
the  questions  consistently?  If  the 
answer  is  no,  the  applicant  may  be 
deemed  untrustworthy.  Cintas  inter- 
viewers also  observe  appearances.  So 
a  soiled  shirt,  tousled  hair  or  even  a 
shirt  with  a  loose  button  can  cause  an 
interviewer  to  pause. 

In  screening  driver  hires,  the  inter- 
viewer often  walks  the  job  applicant 
back  to  his  car.  If  that  person  has  a 
slow  gait  and  can't  keep  up,  or  if  his 
car  is  rusty,  then  he  may  not  become 
a  Cintas  employee. 

Lesson  five 

Motivate  the  hell  out  of  tliem. 

"The  most  important  thing  we  did 
was  create  a  level  of  management  sta- 
bility that's  almost  unheard  of  in  the 
restaurant  industry,"  says  Chris  Sulli- 
van, cofounder  and  chief  executive  of 
Outback  Steakhouse.  Food  service  is 
a  high-turnover  business,  and  high 
turnover  hurts  both  service  and  prof- 
its. This  Tampa,  Fla. -based  chain  of 
421  steakhouses  and  62  Carrabba's 
Italian  Grill  restaurants  (1996  rev- 
enues, $1.1  billion)  works  hard  at 
holding  turnover  down. 

When  Sullivan  and  his  two  partners 
decided  to  open  their  own  chain  of 
restaurants,  they  came  up  with  a  plan 
designed  to  keep  store  managers  in 
the  same  job  for  at  least  five  years. 

They  aren't  even  called  managers. 
They  are  called  proprietors.  To  get 
the  position,  he   or  she  puts   up 


$25,000.  The  proprietor  is  then  cnti-      ing  on  products  and  ideas  today  that 
tied  to  10%  of  the  profits  in  addition      will  make  a  major  contribution  to  the 


to  a  base  salary  of  $45,000.  The 
catch:  The  manager  must  sign  a  five- 
year  contract. 

For  those  who  stay  the  course, 
there  are  further  rewards:  stock 
options  in  the  parent  company  and  a 


company   in    another   five   or   ten 
years,"  Golisano  says. 

Lesson  seven 

Quick — and    we    mean    quick — 

response  time. 


chance  to  buy  20%  in  a  new  Outback     VeriFone,  a  leading  manufacturer  of 


restaurant  for  a  higher  upfront 
investment.  Only  10%  choose  to  leave 
after  five  years. 

Today  85%  to  90%  of  new  man- 
agers come  from  within  the  company. 
Most  of  them  were  hourly  employees 
inspired  by  their  bosses.  "Some 
people  who  work  for  us  part  time 


credit  card  verification  machines 
(1996  revenues,  $473  million),  grad- 
uated from  the  200  Best  in  1995. 

Along  the  way  it  spent  a  lot  of 
money  on  airline  fares.  Because  there 
are  clients  in  100  countries.  Chief 
Executive  Hatim  Tyabji  travxls  90% 
of  the  time.  He  likes  to  boast  that 


while  studying  to  be  something  else  company  headquarters  is  the  laptop 

decide  to  stay  with  us  for  good,"  of  each  employee.  Tyabji  expects  all 

claims  Sullivan.  of  the  company's  other  executives  to 

You  can't  argue  with  the  results:  be  on  the  road  at  least  a  third  of  the 


'*We  want 
anything 
that  relates 
to  our 
company 
to  always 
reek  of  pro- 
fessionalism." 


Outback,  which  ranked 
number  ten  in  the 
steak/barbecue  restaurant 
category,  with  $195  mil- 
lion in  1992  sales,  jumped 
to  number  one  last  year, 
with  more  than  $1  billion 
in  sales. 

Lesson  six 

Keep  raising  the  hurdle. 

"If  you're  going  to  grow 
sales  and  profits  incremen- 
tally," says  Paychex  Chief 
Executive  Thomas  Goli- 
sano, "you  not  only  have  to  have  hassles  for  other  companies,  VeriFone 
good  cost  controls,  but  you  have  to  uses  them  to  its  advantage.  When  an 
set  newer,  higher  objectives  and  executive  in  one  time  zone  goes 
plateaus."  home,  work  can  be  passed  on  to 

Rochester,  N.Y.-based  Paychex,  a  people  just  waking  up  in  another  part 
200  Best  for  five  years  running,  has  of  the  world.  This  enables  the  com- 
enjoyed  six  consecutive  years  of  19%  pany  to  work  around  the  clock  solv- 
re venue  growth  and  34%  profit  ing  client  problems  and  pitching  new 
growth.  Last  yxar  it  glided  past  our      business. 

$350  milhon  cut-off  point  for  the  Impressive.^         Hewlett-Packard 

Best  Small  Companies.  Sales  for  fiscal     thought  so.  It  bought  VeriFone  in 


time.  Last  year  alone  Veri- 
Fone spent  $15  million  on 
business  travel,  better  than 
3%  of  revenues. 

VeriFone  executives  go 
where  the  customers  are:  to 
a  littie  storefront  in  Nebras- 
ka or  an  industrial  giant  in 
Germany  or  a  state -owned 
bank  in  China.  While  travel- 
ing, executives  must  stay  in 
touch  with  top  management 
\ia  E-mail — no  secretaries  or 
snail  mail  permitted. 

While  time  zones  may  be 


June  for  $1.3  billion  in  stock. 

Management  handbook  for  our  time: 

Only    the    Paranoid    Survive,    by 

Andrew  Grove. 

Motto  for  small  companies  who 

want  to  become  big  companies 
much  wider  variety  of  products  and  (from  William  Lacy,  chief  executive 
services,  including  401  (k)  adminis-  of  200  Best  graduate  MGIC  Invest- 
trationandemployeehandbooks.lt  ment  Corp.):  "Make  believe  that 
handles  payroll  taxes  for  customers  you're  back  at  the  beginning,  still 
who  don't  want  to  deal  with  the  trying  to  make  that  first  year  of 
headaches  or  red  tape.  "We're  work-      profitability."  Hi 


year  1997  reached  $400  million. 

Raising  standards  means  constant- 
ly creating  new  products  and  pene- 
trating new  markets.  Seven  years  ago 
Paychex  was  just  a  payroll  preparation 
company  for  small  businesses.  Now  it 
sells  its  small-business  customers  a 
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,  Latin 

Amencaa 

GivingYou  More  Of  Latin  America  Than  Any  Other  Airline. 


No  one  brings  the  U.S.  and  Latin 
America  together  like  American  Airlines. 
From  Chicago,  Dallas/Fort  Worth, 
Los  Angeles,  Miami  and  New  York, 
American  offers  more  nonstop  service 
to  Latin  America  than  any  other  airiine. 
And  our  commitment  to  growth  con- 
tinues. In  December  1997,  American  will 
introduce  new  service  to  i'oilo  Alegr(^ 
Brazil,  and  Puebla,  Mexico. 


34  Cities.  18  Countries. 

Bueno-s  Aires,  Argeniina 

San  Pctiro  Sula, 

Belize  C.iiy,  Belize 

I  ionduras 

Ui  I'.tz,  Bdlivia 

Tegucigalpa,  Honduras 

S.inta  Oruz,  Bolivia 

Acapulco,  Mexico 

Bclo  1  lorizonte.  Brazil 

Cancun,  Mexico 

I'orto  Alegie,  Brazil* 

Guadalajara,  Mexico 

Rio  cle  Janeiro,  Brazil 

Leon,  Mexico 

Sao  Paulo,  Brazil 

Los  Cabos,  Mexico 

Santiago,  Chile 

Mexico  City,  Mexico 

Barram|uilla,  Colombia 

MonteiTey,  Mexico 

Bogota,  Colombia 

Puebla,  Mexico* 

Cali,  Colombia 

Puerto  Vallarta,  Mexico 

San  Jose,  Costa  Rica 

Managua,  Nicaragua 

Giiayat|uil,  Ecuador 

Panama  City,  Panama 

Quito,  Ecuador 

Asuncion,  Paraguay 

San  Salvador, 

Lima,  Peru 

El  SalvatltJr 

Caracas,  Venezuela 

Cruateniala  Ciiy. 

Montevideo, 

Guatemala 

Llmguay 

As  always,  AAdvantage*  travel  awards 
program  members  earn  mileage  credit 
toward  upgrades  and  travel  wherever 
American  flies  woridwide.  So,  whether 
you're  heading  to  Acapulco  for  the  beach 
or  Buenos  Aires  on  business,  call  your  Travel 
Agent  or  American  at  1-800433-7300,  or 
visit  us  on  tlie  web  at  www.americanair.com 

Wherever  you  need  to  be  in  Latin 
America,  American  is  there. 


AmericanAirlines 

Something  special  to  Latin  Atnetica® 

American  Airlines  and  AAdxaniage  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  niles. 
regulations,  travel  awauls  and  special  oflers  at  anv  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.  AAdvantage  trawl  awards, 
mileage  acinial  and  special  oilers  aie  subject  to  government  regulations,  'New  senice  begins  necember  199^  subject  to  government  approxaf. 


THE    20H    HI^T    SMALL    COMPANIES    IN    AHERICf 


Not  all  the  companies  listed  here  will  be  stock  market  winners. 

As  a  group,  however,  they  should  do  extremely  well,  if  the  past  is  prologue. 

The  best  of  the  best 


By  Ben  Pappas  and  Ronald  Boone  Jr. 

Hats  off  to  the  14  companies  listed 
on  page  146.  They  constitute  the 
200  Best  Small  Companies  Honor 
Roll.  Each  of  them  has  been  on  our 
list  of  200  Best  Small  Companies  four 
times,  at  least  three  times  in  the  last 
five  years,  and  has  leaped  higher  hur- 
dles for  profitability^  and  growth  than 
its  200  Best  peers. 

Not  all  hot  small  companies  have 
staying  power.  We  think  those  on  the 
Honor  Roll  have  a  good  chance  of 
remaining,  if  not  hot,  at  least  warm 
for  a  long  time  to  come.  The  compa- 
nies on  our  Honor  Rolls  of  1992, 
1993  and  1994  collectively  outper- 
formed the  S&P  handily — by  80%, 
48%  and  74%,  respectively.  Our  more 
recent  Honor  Rolls,  1995  and  1996, 
didn't  do  as  well,  at  least  in  the  stock 


market.  Although  they  generated 
positive  returns,  they  didn't  match 
the  S&P  500 — which  has,  in  recent 
years,  been  a  tough  act  to  follow. 

But  of  the  36  companies  named  in 
1993,  1994  and  1995,  21  produced 
market  returns  of  100%  or  more.  Take 
star  performer  Total  Systems  Service 
Inc.,  which  appeared  on  our  Honor 
Roll  in  1992.  A  $10,000  investment 
in  Total  Systems  in  1992  would  be 
worth  almost  $70,000  today 

Other  winners  include  Fastenal 
Co.,  whose  stock  is  up  nearly  600% 
since  its  election  to  the  1992  Honor 
Roll;  Maxim  Integrated  Products, 
Inc.,  up  656%  since  1993;  and  BMC 
Software,  up  about  400%  since  1994. 

Were  there  any  big  losers?  Just 
two:  Buffets  Inc.  and  Frozen  Food 


Express  Industries  Inc. 

On  the  1995  and  1996  lists  ther 
was  one  spectacular  winner:  Safeskin] 
Corp.,  a  1996  inductee,  whose  stock 
jumped  125%  since  last  year.  On  the 
debit  side,  workers'  compensation' 
insurance  company  RTW's  stock  took! 
a  71%  dive.  The  company  was  hit  by' 
increased  competition,  an  expansion 
into  Colorado  that  didn't  go  well, 
and  four  costly  settlements  in  its 
fourth  quarter  of  1996.  Of  course,  a 
single  year  rarely  makes  or  breaks  a 
company,  but  RTW  will  have  a  long 
road  back. 

The  moral  of  the  story  is  that 
while  the  Honor  Roll  companies  are 
certifiably  good  outfits,  there  is  no 
guarantee  that  their  stocks  will 
boom  in  the  immediate  fiature.  They 
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Theres  A  Better  Way  lo 

Gioose  The  Right  Funds 

For  Today's  Market 

fith  the  historic  gains  of  the  current  bull  market,  almost  any  fund  family  can  boast  about  recent  returns. 
Jut  bull  markets  don't  last  forever,  so  you  should  look  for  more  than  short-term  performance.  Before  you 
lake  your  next  investment,  consider  this  checklist  of  qualities  that  thoughtful  investors  look  for 


Prudential 
core  funds 


U.S.  STOCK 

Prudential  Equity 

Prudential  Equity  Income 

Prudential 
Jennison  Growth 

Prudential  Small 
Company  Value 

I  GLOBAL  STOCK 

Prudential  World/ 
International  Stock 

Prudential  World/Global 

BONDS 

Prudential 
Diversified  Bond 

Prudential  High  Yield 

TAX  FREE  BONDS 

Prudential  Municipal  Bond/ 
High  Yield 

Prudential  California 
Municipal  Bond 

GLOBAL  BONDS 

Global  Total  Return 

Prudential  core  funds  ore  just  the 

beginning.  We  offer  over  40  mutual 

funds  to  meet  all  your  investment  needs. 


ly/  Choose  an  experienced 

' — '   fund  manager.  Has  the  fund 
manager  shown  stock-picking  skills  in 
anything  other  than  today's  bull  market? 
The  Wall  Street  Journal  reports  that  the 
average  age  of  today's  portfolio  manager  is 
just  29.  You'll  probably  feel  more  at  ease 
with  money  managers  who  are  experienced 
in  both  bull  and  bear  markets. 

r^  Seek  a  responsible  balance 
' — '   of  risk  and  reward.  Don't 
expose  your  portfolio  to  risk  you  don't  want. 
Make  sure  that  your  mutual  funds  don't 
achieve  their  returns  by  taking  on  more 
downside  risk  than  you're  comfortable  with. 


r^  Look  for  a  disciplined 

' — '    investment  style.  Check  to 
see  whether  a  fund  sticks  to  its  stated 
objectives.  Funds  that  pursue  performance 
at  the  expense  of  consistency  can  blur 
your  asset  allocation  and  your  overall 
investment  strategy. 

r^  Demand  consistent 

^    long-term  performance. 

Investors  rarely  buy  a  mutual  fund  for  short 
time  periods,  so  examine  the  returns  that 
a  fund  has  delivered — not  just  recently — 
but  over  the  last  five  or  ten  years.  A  fund 
with  a  proven  track  record  can  give  you  the 
confidence  that  your  fund  is  managed  with 
an  eye  for  long-term  results. 


Prudential  core  funds  focus  on  all  of  these  and  more. 

Prudential  core  funds  have  built  a  Rock  Solid*  reputation  for  long-term  performance. 
Our  core  fund  managers  average  19  years  of  investment  experience,  and  subject  each 
holding  to  intensive  "bottom-up,"  company-by-company  research.  By  concentrating 
on  fundamentals,  we  can  be  confident  in  the  holdings  we  choose.  In  most  cases, 
that  translates  to  lower  portfolio  turnover,  which  can  mean  tax  savings  for  you. 
Past  performance  is  no  guarantee  of  future  results. 

It's  a  volatile  market.  Prudential  can  help  you  make  smarter 
choices.  Your  investment  strategy  should  rest  on  a  more  stable  foundation  than  last 
year's  numbers.  A  Prudential  advisor  can  show  you  what  you  should  be  looking  for  in 
your  next  investment  and  help  you  find  opportunities  that  are  right  for  your  portfolio. 
Call  for  a  prospectus  with  more  complete  information  on  share  classes,  sales  charges, 
management  fees  and  expenses.  Read  it  carefully  before  you  invest. 


Call  toll  free  today. 

1-800-THE-ROCK 

www.prudential.com     ext.  4500 


(/mj  Prudential 


Investnii 


:■*  I'S  t 


Shares  of  the  Funds  are  offered  through  Prudential  Securities  Incorporated,  199  Water  Street,  New  York,  NY  and  Pruco  Securities  Corporation, 
213  VVashington  Street,  Newark,  NJ,  both  subsidiaries  of  The  Prudential  Insurance  Company  of  America.  Prudential  Investments  is  a  unit  of 
The  Prudential  Insurance  Company  of  America. 
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face  several  hurdles.  One  is  that, 
being  growth  companies,  most 
already  command  high  p/k  ratios. 
Another  is  that,  being  relatively 
small  and  often  one-  or  two-product 
companies,  they  are  very  vulnerable 
to  setbacks. 

In  short,  this  is  an  honor  roll,  not 
a  stock  selection  service.  But  be  sure 
of  this:  It  contains  very  few  duds. 

Three  of  this  year's  14  Honor  Roll 
companies — Fastenal,  Nature's  Sun- 
shine Products  and  Total  System  Ser- 
vices— have  been  on  the  200  Best  list 
ten  times.  All  first  qualified  when  diey 
were  tiny  and  then  kept  growing  at  a 


pace  that  got  them  back 
on  the  list  nine  more 
times. 

In  fact,  they  are  growing 
right  off  our  list.  When 
Fastenal  made  our  list  for 
die  first  time,  in  1988,  the 
company  had  12 -month 
sales  of  only  $25.2  million. 
With  more  than  13  times 
that  now,  Fastenal  is  within 
inches  of  graduating  from 
small-company  status  as 


The  small- 
company  Honor 
RoU:  superior 
financial  returns, 
long-term 
staying  power 
and,  sometimes, 
big  stock  gains. 


month  return  of  28.5%. 

If  we  may  close  on  a 
proud  note:  A  $10,000 
investment  in  each  Honor 
Roll  company  in  October 
1992— $140,000  in  total- 
is now  worth  $705,000,  for 
an  average  annual  gain  of 
38.2%.  The  s&r  500  has  an 
annualized  price  return  of 
19.2%.  As  the  prospectuses 
like  to  say:  There's  no  guar- 
antee that  fijture  results  will 


defined  by  Forbes.  But  the  company  match  past  results.  Sdll,  in  the  aggre- 
still  shines,  with  a  five-year  average  gate  and  over  the  long  term,  quality 
return  on  equity  of  26.6%  and  a  12-      does  seem  to  win  out.  ^M 


A  special  citation 


Company 

industry 


Years  Return  on  equity 

5-year  latest 

'         average  12  mos 


5-year  growth 
sales  EPS 


Recent       Value  of       Ctiief  executive 
price        $10,000 
invested 


Ballard  Medical  Products 

medical  products 

7 

19.7% 

21.3% 

19% 

14% 

$24.25 

$11,548 

Dale  H  Ballard 

Barra 

business  services 

4 

21.6 

32.0 

27 

28 

27.92 

64,473 

Andrew  Rudd 

Concord  EFS 

financial  services 

8 

17.8 

15.8 

28 

30 

25.25 

50,621 

Dan  M  Palmer 

Fastenal 

retail 

10 

26.6 

28.5 

38 

40 

54.00 

69,677 

Robert  A  Kieriin 

Jack  Henry  &  Associates 

computer  services 

6 

29.5 

42.1 

28 

29 

26.50 

88,333 

Michael  E  Henry 

Micros  Systems 

computer  equipment 

6 

20.1 

29.1 

42 

25 

47.63 

50,132 

A  L  Giannopoulos 

Nature's  Sunshine  Products 

medical  products 

10 

26.7 

29.3 

26 

28 

24.38 

44,684 

Daniel  P  Howells 

On  Assignment 

business  services 

5 

22.7 

25.0 

29 

31 

24.13 

30,156 

H  Tom  Buelter 

Prima  Energy 

energy 

5 

18.5 

23.7 

21 

16 

22.00 

32,593 

Richard  H  Lewis 

Roper  Industries 

industrial  products 

6 

22.8 

25.5 

29 

38 

32.19 

81,737 

Derrick  N  Key 

St  John  Knits 

apparel 

4 

28.6 

33.1 

26 

33 

44.63 

51,0003 

Robert  E  Gray 

Total  System  Services 

business  services 

10 

20.1 

24.6 

25 

21 

23.75 

69,730 

Richard  W  Ussery 

X-Rite 

electronics 

5 

20.3 

23.5 

25 

19 

20.00 

16,162 

Ted  Thompson 

Zebra  Technologies 

computer  equipment 

5 

23.4 

26.8 

29 

27 

35.25 

44,063 

Edward  Kaplan 

Total 

704,908 

'Since  1980.  Invested  Oct.  9,  1992.  'Invested  Mar.  11, 

1993. 

It's  tough  to  become  one  of  the  best  small  companies  in  the  U.S.,  but  these  companies  do  better— in  terms  of  profitability, 
growth  and  consistency.  They've  been  listed  at  least  three  times  in  the  past  five  years  and  four  or  more  times  in  total. 
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'  "...as  a  result  of  the  development 
effort  done  by  FONATUR  we  have 


the  needed  infrastructure  support 
to  accelerate  our  project^s  growtfi..." 


CAWCUW 


GuiUermo  Gonzdkz 

Director 


KOLL 


INTERNATIONAL 

LOS  CABOS 


"...our  theme  restaurants,  such  as 
Planet  Hollywood,  have  benefited 
greatly  from  the  excellent  planning  and 
developmental  support  provided  by 
FONATUR..." 


Joseph  Woodard 


"...our  advice  to  any  company  that  is  considering 
investing  in  Mexico:  make  FONATUR  your  first 
stop.  Their  help  and  counsel  is  invaluable. 
FONATUR  knows  Mexico!..." 


THtRrrZ-C'M^LTON" 

CANC^UN 

Jose  Antonio  Rivera 

Director 

Consorcio  Industrial  EscoTpion 

Diiman  Turismo 


FONATUR  offers  you  single 
pieces  of  land  for  sale: 

•  Hotels 

•  Housing 

•  Commercial 

•  Industrial 


CANCUN  •  HUATULCO  •  IXTAPA  •  LORETO  •  LOS  CABOS 

Tel.  448  42  00  •  Fax  448  43  82  •  http://ww\v.fonatiir.com.mx 


"...frankly,  the  destinations 
offered  by  FONATUR  are 
the  best  in  Mexico.  Their 
development,  maintenance,  services, 
and  support  are  superior.  We  found 
FONATUR  to  be  most  helpful  in  the 
financing  of  our  project..." 


Your  investment  best  destiny... 


® 


FONDO  NACIONAL  DE  FOMENTO  AL  TURISMO 


FONAIUR 


M 


INTRODUCING  THE  NEW  JEEIJ  GRAND 

CHEROKEE  5.9  LIMITED,  THE  ^A/ORLD'S 

FASTEST  SPORT  UTILITY  VEHICLE. 

When  you  think  about  four-wheel  drive 
capability,  speed  isn't  the  first  thing  that  usually  conies 
to  mind.  Unless,  of  course,  you're  being  chased  across 
the  Serengeti  by  a  herd  of  hostile  v^dldebeest.  Then 


you'll  want  the  exceptional  speed  and  capability 
the  new^  1998  Jeep  Grand  Cherokee  5.9  LimitC' 
Never  before  has  a  Jeep  vehicle  offered  so  mv 
power  in  such  an  attractive  package.  Its  massive  5.9  I 
245  horsepower  V8  engine  takes  you  from  0  to  60  m 
in  just  7.0  seconds.  Couple  that  with  the  5.9  Limitt 
exclusive  Quadra-Trac®  four-wheel  drive  system,  a 
you'll  have  the  ability  to  outrun  the  fastest  beas 


Always  use  seat  belts.  Remember,  a  backseat  is  the  safest  place  for  children.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


F 


o  matter  what  type  of  rugged  terrain  they  travel. 

Of  course,  all  that  power  isn't  tamed  by  the  5.9 
Umited's  luxurious  amenities.  Like  the  rich,  supple 
feather  that  covers  everything  from  the  heated  front 
|eats  to  the  door- trim  panels  to  the  armrests. 

For  further  information  about  our  newest  and 
est  powerful  Jeep  vehicle,  simply  place  a  quick  call  to 
-800-925-JEEP  or  visit  www.jeep.com  on  the  Internet. 


L 


The  new  Jeep  Grand  Cherokee  5.9  Limited.  It  not 
only  has  the  power  to  get  you  into  extraordinary 
situations,  it  also  has  the  speed  to  get  you  out. 


Jeep 


THERE'S   Only   One 


THE    200    BEST    SMALL    COMPANIES    IN    AMERICA^ 


to  watch 


Using  a  mixture  of  statistics 
and  subjective  judgment,  the 
editors  nominate  these  ten 
Best  Companies  as  solid  bets 
for  continued  fast  growth. 
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Budget-busting  lateness 
has  been  the  bane 
of  custom  software. 
That  flaw  gave  Sapient 
an  opening  to  build 
a  successful  business. 

Reducing 

sticker 

shocl<: 


By  Nikhil  Hutheesing 

There  are  few  guarantees  when  it 
comes  to  software.  It  may  not  work; 
it  may  take  longer  than  expected  to 
make  it  work;  and  any  overtime  ex- 
pended in  the  effort  comes  at  the 
customer's  expense.  Which  makes  it 
a  kind  of  caveat  emptor  business. 

Enter  Jerry  A.  Greenberg,  3 1 ,  and 
J.  Stuart  Moore,  35.  They  met  in 
1989  while  working  at  Cambridge 
Technology  Group,  a  company  that 
provides  high-technolog}'  education 
for  executives  and  was  brandling  into 
the  systems  integration  business. 
Greenberg  was  selling  systems, 
Moore  was  developing  them. 

Chatting  one  day  over  lunch,  they 
realized  they  both  had  come  to  the 
same  conclusion:  Customers  who 
needed  new  soft^vare  systems  would 
pay  well  if  they  could  be  guaranteed 
a  fixed  price  and  a  delivery  date.  To 
accomplish  this.  Sapient  Corp.  was 
born  in  1991. 

Sapient  was  competing  with  such 
big  names  as  Andersen  Consulting, 
Ernst  &  Young,  IBM  and  Computer 
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Sciences  Corp.,  giant,  well-known 
outfits  that  integrate  software  sys- 
tems. But  hiring  these  big  consultants 
"is  like  going  to  your  chiropractor. 
One  hundred  eighty-two  visits  later 
you  still  have  to  come  back,"  quips 
Mark  Wolfenberger,  a  director  in  the 
technology  group  at  Deutsche 
Morgan  Grenfell.  As  system  develop- 
ment drags  on,  companies  end  up 
paying  far  more  than  they  ever 
expected. 

The  hunch  on  which  Sapient 
Corp.  was  founded  was  right.  First 
full-year  revenues  were  just  short  of 
$1  million,  and  there  was  no  looking 
back.  By  1996  Sapient  was  doing 
$45  million  a  year.  Earnings  hit  $6.6 


million  last  year.  Through 
the  second  quarter  of  this 
year,  earnings  have  already 
reached  $5.4  million. 

How  can  Sapient  offer  a 
fixed  price  and  a  firm  due 
date  for  every  job  it  under- 
takes? One  way  is  by  spe- 
cializing in  specific  areas, 
including  financial  services. 


<1f  we  don't 
do  what 
we  promise, 
we  pick  up 
the  tab." 


tractions  and  Sapient  has 
more  control  over  its  work, 
giving  it  a  better  chance  to 
predict  how  long  the  de\el- 
opment  process  will  take. 

More  than  30%  of 
Sapient's  business  comes 
from  financial  services 
companies  like  Fidelity, 
Merrill  Lvnch  and  Bank 


telecommunications,  manufacturing  of  America.  At  Wells  Fargo,  for 

and  energy.  That  allows  it  to  reuse  instance.  Sapient  helped  to  design, 

much  of  the  software  it  writes —  develop  and  implement  the  first 

speeding  up  the  rate  at  which  it  can  on-line,  real-time  small-business 

develop  systems.  banking  system.  It  uses  a  Spyglass 

Another  is   by  doing  the   work  browser  and  Windows-based  soft- 

at  Sapient  instead  of  at  the  customer's  ware.  The  system  lets  small-business 

office.  That  way  there  are  fewer  dis-  customers   access   their   accounts 


Sapient's 

co-chief  executives 
Jerry  A.  Greenberg 
and  J.  Stuart  Moore 
Tired  of  paying 
runaway  fees 
to  systems 
integrators? 
Sapient  is 
growing  fast 
by  charging 
a  fixed  price. 
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reamnrougn  MicroMamp' 
RIC  puts  automation 
to  work  for  you  like 
never  before.  i 

Microprocessors,  bar  code  scanners,    v 
wireless  networks  have  all  delivered 
extraordinary  competitive  advantages 
to  companies  who  saw  their  potentiaU®   ' 
—and  adopted  them  early.  MicroStanr" 
Remote  Intelligent  Communications      ' 
(RIC)  can  have  even  greater  impact ,. 
on  your  business.  In  fact,  we'll     W 
show  you  how  it  can  cut  operating^^ 
costs,  shrink  processing  times, 
make  inventory  control  more         ; 
accurate,  even  minimize  theft.    .Xt- 

At  the  core  of  the  RIC  system  is  the 
MicroStamp  Engine®.  This  combination 
computer  and  two-way  radio  can  store 
256  bytes  of  data  and  communicate    " 
with  a  host  computer  from  up  to  40' 
away.  The  fact  that  you  can  send 
information  to  the  MicroStamp  unit,  store 
it  in  memory  and  retrieve  or  modify  it  later 
makes  it  possible  to  add  the  advantages  of 
automation  to  more  processes  than  ever  before. 


Shell  uses  RIC  to  speed  fuel  dispensing. 

Shell  Oil  is  always  looking  for  new  ways  to  keep  customers 
Moving  at  the  speed  of  life™."  They  found  one  in  the  power 
of  MicroStamp  RIC  technology— with  a  MicroStamp  housed  in 
a  key  fob  that  authorizes  the  pump  from  3'  away.  Customers 
don't  have  to  fumble  for  cash  or  a  credit  card.  And,  since  the 
fob  works  only  at  Shell  stations,  it  encourages  loyalty  and 
makes  it  easy  to  track  customer 
purchase  habits.  To  learn 
more  about  the  Shell  application, 
call  1  -888-381  -EASY      ^. 
(1-888-381-3279).    'ir,ff  ^'' 

Technology  available  in  select  markets.  Call  for  specific  locations. 


Micron  Driven'"  business  improvements. 


MicroStamp  technology  is  the  foundation  of  an  exciting  new 
automated  vehicle  ID  system  that  makes  it  possible  to  quickly 
locate  cars  and  trailers  on  a  large  lot. 


An  innovative  new  automated  materials  handling  system,  based 
on  MicroStamp  technology,  allows  one  person  to  track  thousands 
of  parts  in  a  manufacturing  plant 


Get  the  advantage  before  your 
competition  does. 

Below  are  other  applications  where  MicroStamp 
RIC  can  give  your  business  an  edge. 

•  Airline  baggage  tracking 

•  Entertainment  customer  management 

•  Financial  transaction  automation 

•  Automated  warehouse  solutions 

•  Electronic  toll  collection 

•  Personnel  ID  and  access  control 

To  learn  more,  call  us  today 
1-800-MICROSTamp  (1-800-642-7678) 
ext.  101.  Or  visit  our  web  site  at 
http://www.microncommunications.com 


MICRON 

I  COMMUNICATIONS,  INC. 


S 1997  Micion  Communications,  Inc.  All  lights  reserved.  MitioSUmp  jnd  MiciaSlamp  [ngine*  are  registeted  tiadematks  of  Micron  CommunKatuiiif  I'n 
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on-line  and  make  transactions. 

In  July  1995  Wells  Fargo  was 
interviewing  consulting  firms  for  help 
in  developing  its  on-line  system.  Sapi- 
ent's  extensive  experience  in  financial 
services  gave  it  an  advantage.  "The 
argument  against  using  consultants  is 
that  it  takes  time  to  get  them  up  to 
speed  and  it's  expensive,"  says  Lucile 
Reid,  executive  vice  president  of  con- 
sumer banking  at  Wells  Fargo.  "But 
Sapient  guarantees  its  work,  time  and 
price,  so  they  deliver  faster." 

Guaranteeing  a  price,  of  course, 
means  shouldering  risk.  If  Sapient 
employees  take  longer  than  expected 
to  develop  a  system,  Sapient  covers 
the  additional  cost.  "If  we  don't  do 
what  we  promise,  we  pick  up  the 
tab,"  says  Greenberg.  "It's  a  model 
folks  understand."  To  make  sure  it 
doesn't  pick  up  too  many  tabs,  Sapi- 
ent pays  its  employees  bonuses  based 
on  customer  satisfaction. 

When  Shaw's  Supermarkets,  Inc. 
of  East  Bridgewater,  Mass.  wanted  to 
automate  its  bakery  production.  Sapi- 
ent promised  to  have  the  system 
complete  in  nine  months.  Nine 
months  later  not  only  was  the  system 
complete  but  it  was  in  place  at  49  of 
Shaw's  115  stores.  Today  it  is  used  in 
all  of  Shaw's  122  stores. 

Greenberg  and  Moore  were  deter- 
mined not  to  give  away  most  of  the 
company  to  raise  seed  money.  They 
charged  $100,000  to  their  credit 
cards,  invested  $60,000  of  their  cash 
savings  and  used  $20,000  worth  of 
computer  equipment  Moore  already 
owned.  Since  Sapient  went  public  in 
April  1996,  its  stock  is  up  more  than 
150%,  to  $53.75.  The  company  has 
a  market  capitalization  of  $625  mil- 
lion. By  starting  on  a  shoestring  and 
using  their  own  money,  Greenberg 
and  Moore  were  able  to  keep  con- 
trol. Between  them  they  still  own 
62%  of  the  stock  and  are  each  worth 
about  $200  million. 

dmg's  Wolfenberger  says  comput- 
er services  is  a  $100  bilUon  market, 
with  the  rapid  application  develop- 
ment sector  growing  at  30%  to  40% 
per  year.  Its  competitors  aren't  going 
to  roll  over  and  die — but  with  these 
prospects  for  the  industry,  Sapient  has 
a  good  chance  of  being  one  of  those 
rare  Forbes  200  Best  Small  Compa- 
nies that  keeps  right  on  growing.  1^ 


Until  computer  hard  disks  become  infallible,  Ontrack 
Data  International  would  seem  to  have  it  made. 

Bit  paramedics 

r 
By  Bruce  Upbin 

In  1991,  JUST  WEEKS  after  the  Gulf  data  recovery  what  Intel  is  to  chips. 

War  cease-fire,  the  Kuwaiti  govern-  It  was  founded  by  three  engineers,  all 

ment  discovered  that  a  computer  net-  still  with  the  company:  Chief  Execu- 

work  crash  had  wiped  out  all  of  its  tive  Officer  Michael  Rogers,  Presi- 


passport  and  immigration  data.  Pan- 
icked, Kuwait  closed  its  borders  and 
placed  a  call  to  Ontrack  Data  Inter- 
national, Inc.  in  Eden  Prairie,  Minn. 
While    Kuwait's    oilfields    burned. 


dent  John  Pence  and  Senior  Vice 
President  for  Engineering  Gary 
Stevens. 

The   three   worked   in   software 
development  for  Control  Data  Corp. 


Ontrack's  engineers  recovered  the     in  Minneapolis.  Their  department, 


files  within  16  hours. 

The  setting  may  have  been  the 
stuff  of  high  drama,  but  it  was  just 
another  job  for  Ontrack.  As  any  com- 
puter user  knows,  disks  fail,  leading 


which  made  peripherals  such  as  disk 
drives  and  printers  for  IBM's  Series  1 
minicomputers,  had  missed  the  PC 
boom  and  was  losing  money. 

In  1985  Rogers  and  Stevens  came 


to  agonizing  data  loss.  Heartburn  for  up  with  a  nifty  piece  of  code,  called 

you — opportunity  for  Ontrack.  Disk  Manager,  that  automated  the 

Meet  the  paramedic  squad  of  the  installation  of  hard  drives.  Previously 

digital    revolution.    With    a    66%  it  took  a  whole  day  to  initialize  and 

market  share,  Ontrack  Data  Interna-  format  a  drive.  With  Disk  Manager  it 

tional  is  by  far  the  biggest  player  in  could  take  less  than  an  hour. 


the  emerging  data  recovery  services 
industry.  Ontrack's  revenues  and 
earnings  have  grown  an  annual  36% 
and  77%^  respectively,  since  1991. 


Rogers  showed  Disk  Manager  to 
the  upper  ranks  at  Control  Data.  No 
sale.  Disgusted,  Rogers  and  Stevens 
quit  and  took  John  Pence  with  them. 


This  year  the  company's  revenues  are  They  got  out  just  in  time.  Within  six 

expected  to  reach  $35  million;  earn-  months  their  division  folded, 

ings,  $5  million.  The  three  each  kicked  in  $5,000  in 

No  competitor  comes  close  to  On-  savings,  and  borrowed   $100,000 

track  in  size.  Founded  in  1985,  it  from   Rogers'   father-in-law.   They 

gets  80%  of  its  revenue  fi"om  rescuing  talked  a  few  big  disk-drive  makers — 

damaged    hard    drives.    The    next  including  Fujitsu,  Seagate,  IBM,  even 

biggest  rival,  DriveSavers  of  Novato,  Control  Data — into  paying  Ontrack 


Calif,  claims  to  be  growing 
just  as  fast,  but  has  reached 
only  $4.4  million  in  sales 
since  its  founding  in  1985. 

John  Pence,  Ontrack's 
president,  dismisses  the 
competition:  "Some  data 
recovery  companies  have  a 
sign  on  the  door  that  says, 
'Out  to  lunch.  Be  back  in 
an  hour.'" 

With  250  employees  and 
offices  in  Germany,  Eng- 
land, Japan,  Washington, 
D.C.,  Minneapolis  and  two 
in  California,  Ontrack  is  to 


While  the  oil- 
fields burned, 
Ontrack's  engi- 
neers recovered 
Kuwait's  lost 
passport  and 
immigration 
data  within 
16  hours. 


a  fixed  royalty  for  bundling 
Disk  Manager  with  every 
new  drive  sold.  Within  16 
months  they  were  debt- 
free  and  showing  profits. 

By  1990  Ontrack's  Disk 
Manager  had  become  the 
standard  among  disk-drive 
installer  software.  When 
customers  started  calling 
drive  manufacturers  for 
help,  they  were  ofiien  given 
Ontrack's  number.  Within 
a  year  Rogers  had  received 
enough  frantic  phone  calls 
to  realize  that  Ontrack's 
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Make  your  money  work  smarter... 


Prudential  Puts  Customized 

Investment  Management 

Within  Easy  Reach 

Prudential's  Managed  Assets  Consulting  Services  (MACS)  lets 
investors  get  professional  portfolio  management  from  many  of 
America's  best-known  money  managers — for  one  low  fee. 


Managed  Assets 

Consulting  Services 

(MACS) 


Designed  for 
maximum  results 

MACS,  a  discretionaty  investment 
account,  gives  your  money 
manager  the  authority  to  buy 
and  sell  securities  for  one  all- 
inclusive  fee.  A  minimum 
investment  of  $100,000 
is  required. 

Gain  access  to  top  talent 

The  expertise  of  managers  who 
usually  oversee  portfolios  in 
excess  of  one  million  dollars  is 
available  for  far  less  through 
this  innovative  program. 


Hevt  Tax  Law  Alert 


Wondering  how  your 
investments  will  be 
affected?  Your  Financial 
Advisor  and  your  MACS 
manager  can  help  you 
make  the  most  of  this 
key  legislation. 


Find  the  right  money  manager      Select  from  investment  experts 
with  MACS.  We  designed  the  MACS         handpicked  through  the  MACS 


program  for  serious,  but 
busy  investors.  With 
guidance  from  your 
Prudential  Securities 
Financial  Advisor,  you  choose 
a  MACS  money  manager  whose 
style  is  best  suited  to  your 
objectives  and  risk  tolerance. 

Stay  on  track  with  MACS 
and  your  Financial  Advisor. 

With  up-to-date  portfolio  performance, 
written  transaction  confirmations,  a 
monthly  statement  and  a  quarterly 
performance  review,  you  and  your 
Financial  Advisor  can  closely 
monitor  your  progress  toward  your 
investment  goals. 


THi  MACS  SCREENING  PROCESS 

Database  Review 
1,200  Firms 


discipline. 

Through  a  stringent 
review  process, 
we  select  an  elite 
group  of  investment 
management  firms 
that  meet  our  standards 
for  experience  and 
performance  history  And 
ongoing  performance 
monitoring  helps  ensure 
that  all  MACS  managers 
continue  to  meet  our 
standards. 

Learn  how  you  can  benefit 
from  the  customized  investment 
management  of  MACS.  Contact  your 
Prudential  Securities  Financial  Advisor 
or  call: 

1  -888-61 5-2300  ext.  3812 

www.prusec.com 


(Mj  Prudential 

Securities 


Independent  portfolio  management  may  not  be  suitable  for  all  individuals.  ©  8/97  Prudential  Securities,  199  V^ater  Street,  New  York,  NY  10292. 
Member  SIPC.  Prudential  Securities  is  a  wholly  owned  subsidiary  of  The  Prudential  Insurance  Company  of  America. 
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Ontrack  Data 
International 
President 
John  Pence 
(sitting), 
Senior  Vice 
President  for 
Engineering 
Gary  Stevens  and 
Chief  Executive 
Mike  Rogers 
Top  doctors 
at  high  tech's 
hospital. 


future  was  in  fixing  drives,  not  writ- 
ing software.  And  so  it  was.  By  last 
year  Ontrack's  software  revenue 
amounted  to  20%  of  total  revenue, 
down  from  60%  in  1991. 

Rogers  is  putting  most  of 
Ontrack's  research  and  development 
budget,  a  healthy  20%  of  revenue, 
into  creating  softvs^are  tools  to  fix  any 
drive  working  under  every  known 
computer  operating  system.  Its  tech- 
nology is  now  so  broad  that  com- 
petitors often  send  it  their  own  cus- 
tomers' drives.  "We're  truly  the 
high-tech  hospital,"  says  Rogers. 

Ontrack's  85%  gross  margins  are  a 
lot  better  than  those  in  health  care, 
though.  Ontrack  charges  each  cus- 
tomer an  upfront  diagnostic  fee  of 
$100  ($500  for  a  rush  job).  If  it  suc- 


ceeds in  resuscitating  the  dead  drive, 
the  ticket  t>'pically  ranges  from  $600 
to  $2,000.  A  big  job  like  Kuwait 
might  cost  $30,000.  If  Ontrack  is 
unable  to  fix  the  data  damage,  it 
refunds  the  fee. 

Engineering  Chief  Stevens  auto- 
mated the  diagnostic  process  so  that 
one  employee  can  work  on  eight 
drives  at  a  time.  In  January  Ontrack 
will  introduce  the  first  remote  soft- 
ware to  fix  some  problems  via 
modem,  eliminating  a  lot  of  house 
calls.  If  all  goes  well,  Ontrack  remote 
repair  software  will  come  with  every 
new  PC  or  drive  sold. 

To  maintain  Ontrack's  dominance, 
Rogers  is  jumping  at  new  opportuni- 
ties. Take  Ontrack's  new  computer 
evidence  services  division.  In  1994  a 


Minneapolis  Pepsi  bottler  was  sued 
by  a  female  employee  for  sexual 
harassment.  The  woman  claimed  that 
co-workers  had  been  playing  porno- 
graphic video  games  on  her  PC. 
Ontrack  had  a  look  at  the  drive  and 
found  she  was  right.  The  woman 
extracted  $1.3  million  from  her 
employer.  Ontrack  now  grosses  $1 
million  a  year  from  solving  such 
cases — not  always  to  the  plaintiff's 
advantage. 

Asked  to  name  his  biggest  chal- 
lenge— better  drives.^  competition.^ — 
Rogers  thinks  for  a  moment  and  says, 
"My  only  real  concern  is  our  abilit)' 
to  maintain  quality  service  as  we 
grow."  With  the  proliferation  of  com- 
puters, Ontrack  hasn't  got  much  else 
to  worry  about.  WM 
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The  dashing,  daring  new  Audi  /  A^§  stands  as  a  case  study  in  aerodynamics,  control  and  power.  Cra 


around  it  look  dated,  tame,  staid  even.  A  race -bred  200  hp,  30-valve  V6  engine  provides  the  unquestionable  author! 


'Atmospheres!"W^ile  its  versatile  five-speed  Tiptronic*  transmission  gives  you  more  choices:  Cruise  in  autora; 


u 


option  of  our  legendary  quattro"  all- wheel  drive,  it  offers  compellmg  evidence  that,  in  some  comers  of  the  world,  th 


Call  l-SOO-FOR-AUDI  for  more  about  the  Audi  A6and  a  dealer  near  you  or  visit  us  at:  www.audiusa.com.'MSRPof  1998  Audi  A6  not  including  dealer  prep.,  destination  charge,taxes,license.Actualdealer 


pnoe 


h  an  abiding  conviction  that  one  car  can  change  the  way  you  look  at  all  cars,  its  sculpted  design  makes  all 


like  this  is  due.The  spacious  interior  combines  fabrics,  colors  and  textures  in  an  inviting  new  design  concept  we  call 


;hift  away  for  even  higher  performance.The  new  A6,  from  $33,750:  With  Front  Irak"  front- wheel  drive  or  the 


!  designers  and  engineers  who  have  room  to  breathe  and  time  to  get  to  know  one  another. 


Audi;' "quattro;' "A6"and  the  four  rings  emblem  are  registered  trademarks/TrontTrak"  is  a  trademark  of  AUDI  AG/'Tlptronic"  is  a  registered 
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What's  a  railroad  doing  among  all  these  hot  little  companies? 

It  won't  be  there  for  long.  Wisconsin  Central  is  growing  its  way  right  off  our  list. 

They're  really  working 


on  this  railroad 


By  Silvia  Sansoni 

When  you  think  of  growth,  rail- 
roads don't  come  quickly  to  mind. 
Yet  Rosemont,  111. -based  Wisconsin 
Central  Transportation  Corp.  is  no 
ordinary  railroad:  In  only  ten  years 
the  company  has  built  the  "largest 
regional  railroad  in  the  U.S.  Its  five- 
year  average  sales  growlJi  is  24%,  and 
its  five-year  average  earnings  per  share 
growiJi  is  45%. 

At  this  rate  Wisconsin  Central  is  a 


shoo-in  to  graduate  fi-om  the  Forbes 
200  Best.  Over  the  last  12  months  it 
earned  $72.8  million  on  $306  mil- 
lion in  sales. 

Chief  Executive  Edward  Burk- 
hardt,  59,  and  Chief  Financial  Officer 
Thomas  Power  Jr.,  57,  don't  call 
themselves  railroad  men;  they  call 
themselves  "railroad  rebels."  They 
cofounded  the  firm  afi:er  spending  20 
years  working  for  large  railroads — 


Burkhardt,  for  the  Chicago  &  North 
Western;  Power,  for  the  Milwaukee; 
Railroad. 

At  the  big  Class  I  railways,  union- 
ized workers  organized  along  strict 
craft  lines  stifled  productivity'.  Loco- 
motive engineers  were  not  allowed  to 
change  a  headlight  bulb  or  wipe  a 
windshield.  "It  was  not  uncommon 
for  four  people  to  do  a  job  that  could 
be  done  by  one,"  scoffs  Burkhardt. 


Wisconsin  Central 
Transportation 
cofounders  Thomas 
Power  Jr.  (left) 
and  Edward  Burkhardt 
They're  not  railroad 
men,  they're  rail- 
road rebels— 
against  those  union 
work  rules. 
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GET  INTO 

CLUB  MED 


AmERITRADE  announces  the  lowest 
commissions  — anyway  you  trade  it. 


on-line     $' 
luidcs 


toLich-iono 
phono  1 1  ados 


biokorassistod 
trades 


Commissions  are  Hat  rate.  No  limit  on  shares  traded. 


Whether  you're  looking  to  buy  100  shares 
of  Club  Mediterranee,  S.A.,  or  1,000,  with 
Ameritrade  the  commission  for  an  on-line  trade  is 
always  the  same.  $8  flat. 

If  you're  already  trading  with  a  deep  discount 
broker,  there's  no  smarter  way  to  go  than  Ameritrade. 
Because  we  offer  the  lowest  commissions,  not  just 
on-line,  but  all  across  the  board.  Touch-tone  trades 


are  only  $12,  while  broker-assisted  trades  are  only  $18. 
That's  bound  to  send  some  other  deep  discount 
brokers  packing. 

Bringing  together  the  experience  of  Ceres  Securities, 
Aufhauser  and  e-Broker,  the  creation  of  Ameritrade 
is  very  good  news  for  you  and  your  bottom-line. 

After  all,  you're  too  smart  to  spend  any  more  on 
commissions  than  you  have  to.  You  just  need  to  know 
where  to  go.  With  Ameritrade,  anyway  you  trade  it, 
we  can  save  you  money.  Which  is  one  package  deal 
I  you  won't  want  to  pass  up. 

"Xx  Ameritrade 

SMARTEST  WAY  TO  TRADE.    PERIOD. 


Call  Ameritrade  now,  and  your  first  S  trades  are  commission-free!  Call  1-800-870-9664. 

Or  visit  our  website  at  www.ameritrade.com 


Member  NASD/SIPC  •  $2,000  minimum  equity  required  to  open  your  account  •  Limit  orders  are  an  additional  $5.00  •  SIPC  account  protection  is  $500,000  with 
$100,000  for  cash  claims.  $10  million  additional  account  protection  provided  •  Copyright  1997.  Ameritrade,  Inc.  •  Club  Med  and  Club  Mediterranee,  S.A.  are  registered 
trademarks  of  Club  Med  Sales,  Inc. 
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"We  wanted  to  have  none  of  that." 

Opportunity  knocked.  The  big 
railroad  carriers  were  shedding  mar- 
ginal, thinly  trafficked  lines.  In  1987 
Burkhardt  and  Power  mortgaged 
their  homes,  tapped  their  savings, 
recruited  three  other  people  and  put 
together  $5  million  in  cash.  They 
bought  trackage  that  was  unprof- 
itable for  the  big  railroads  and 
restored  it  to  profitability  by  using 
nonunion  labor,  free  of  featherbed- 
ding.  They  raised  $10  million  more 
from  Berkshire  Partners,  a  Boston 
fund  manager,  and  took  out  $140 
million  in  bank  loans.  With  that  they 
acquired  2,000  miles  of  track,  plus 
some  locomotives  and  freight  cars 
from  the  Soo  Line  Railroad  Co.,  a 
large  railroad  in  the  upper  Midwest. 

Since  their  600  workers  were  not 
unionized,  they  were  willing  to  take 
on  multiple  tasks.  In  return  they 
received  compensation  tied  to  pro- 
ductivity gains  and  a  voice  in  decision 
making. 

With  the  locomotives  painted  a 
distinctive  maroon,  their  Wisconsin 
Central  began  hauling  everything 
from  logs  to  steel  across  the  upper 
Midwest.  The  company  acquired 
additional  track  from  the  Soo  Line 
and  from  the  Chicago  &  North 
Western  and  purchased  three  small 
railroads  in  Wisconsin,  one  in  Michi- 
gan and  another  in  Ontario. 

Today  Wisconsin  Central  operates 


3,000  miles  of  railway  and 
employs  2,200  people  in 
the  U.S.  and  Canada. 

"Their  employees  have 
become  frontline  sales 
agents  for  thein,"  says 
James  Higgins,  an  analyst  at 
Donaldson,  Lutkin  &  Jen- 
rette.  "We  don't  operate 
trains,"  says  Power,  "we're 
an  extension  of  our  cus- 
tomers' production  line." 

The  big  railroads  have  just 
about  finished  with  their  track  shed- 
ding. Unions  are  starting  to  close  in: 


VVlsconsin 
Central  is  going 
overseas.  "Only 
Americans 
know  how 
to  operate 
railroads 
for  profit." 


When  Burkhardt  bought 
90%  of  British  Rail's 
freight  operations  last  year,  | 
he  acquired  a  mess:  Oil- 
leaking  locomotives  stood 
idle  in  repair  yards,  and  a 
bloated  work  force  (8,000 
employees)  and  poor 
equipment  slowed  down 
productivity.  Railtrack,  the 
entity  that  owns  the  tracks, 
charged  Wisconsin  Central 
as  much  as  50%  of  its  rev 
enues  for  the  use  of  the  rails. 

After  cutting  1,800  jobs,  Burk- 


In  July  Wisconsin  Central's  locomotive  hardt  put  the  rest  of  the  work  force 

engineers  and  conductors  voted  for  on  profit-sharing  and  incentive  plans, 

union  representation.  Are  the  growth  He  prevailed  over  Railtrack's  monop- 

days  past  for  Wisconsin  Central.^  olistic  pricing  by  threatening  to  peti- 

Not  if  Burkhardt  and  Power  can  tion  Parliament  for  price  controls  and 

help  it.  They  are  moving  overseas,  to  unleash  a  public  relations  war. 

Outside  the  U.S.  and  Canada  railways  Railtrack  backed  down  and  agreed  to 

have  mostly  been  owned  and  man-  an  annual  flat  fee  of  $190  million, 

aged  by  inefficient  state  monopolies.  In  just  18  months  Burkhardt  made 

"Only  Americans  know  how  to  oper-  British  rail  freight  more  competitive 

ate  railroads  for  profit,"  says  Frank  with  trucking,  cutting  rates  by  30%  to 

Wilner,   an   Alexandria,  Va. -based  50%.  Burkhardt  believes  there  is  huge 

author  of  books  on  rail  transportation  potential  for  growth  in  Britain,  where 

and  a  consultant  on  railroad  policy.  only  6%  of  freight  is  moved  by  rail, 

Thus,  since  1993  Wisconsin  Cen-  compared  with  40%  in  the  U.S. 

tral  has  snapped  up  stakes  in  New  Public  since  1991,  the  once  heavi- 

Zealand,  Australia  and  Britain.  Today  ly  leveraged  Wisconsin  Central  has 

the  company  operates  about  13,000  reduced  debt  to  only  55%  of  total 

miles  of  track  overseas,  and  its  foreign  equity.  Between  them,  employees  and 

operations  account  for  more  than  half  management  own  15%  of  the  stock, 

its  earnings.  which  has  risen  elevenfold  since  the 

Going  global  has  not  been  easy,  initial  public  offering.                     ■ 


Outsourcing  may  be  all  the  rage,  but  Omer  Kropf 
at  Supreme  Industries  will  have  no  part  of  it. 

Do  it  yourself, 
do  it  right 

By  Carrie  Shook 

Need  an  armored  truck  or  a  van  maaufactures     bodies     for     large 

with  a  wheelchair  lift.>  Or  a  bus  that  vei  cles. 

looks  just  like  a  San  Francisco  trolley         C  ner  Kropf,  56,  president  and 

car?    Call    Supreme    Industries    of  founder  of  Supreme's  operating  sub- 

Goshen,  Ind.  It  custom  designs  and  sidiar/,  has  built  one  of  the  few  verti- 


cally integrated  companies  in  the  cus- 
tomized vehicle  industry.  Supreme  gets 
the  chassis — frame,  engine,  steering 
wheel  and  tires — from  manufacturers 
such  as  Ford  and  General  Motors.  The 
company  does  the  rest  in-house.  It 
manufactures  vehicle  flooring  at  its 
wood-processing  plant  in  Honduras 
and  the  fiberglass  panels  used  for  truck 
sidewalls  at  its  Indiana  facility.  Most  of 
the  other  components,  such  as  welded 
frames  and  roofs,  are  manufactured  at 
one  of  the  company's  six  regional 
plants  across  the  U.S. 

Not  for  Kropf  the  current  trend  to 
outsourcing.  "I  want  to  be  self-suffi- 
cient," says  Kropf  "I  don't  want  to 
worry  about  payments  if  there  is  a 
downturn  in  the  market.  Plus,  with 
such  a  variety  of  products,  the  inven- 
tory would  be  huge.  Anyway,  these 
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ou  have  what  it  takes  to  make  your 


mall  business  into  whatever  you  want 


▼   -r  T 


sceomuiif 


t  to  be.  We  can  help  you  in  ways  you 


lever  thought  of.  From  accounting 


if, . 


^f  E 


^<¥^ 


n 


^ 


services  to  lines  of  credit  to  corporate 


:ards,  American  Express  is  here  for  you. 


3airi-800-SUCCESSorvisitwww.americanexpress.com     "*-  ^  •       .    ,■  ^rvoA« 

'American  Express  employs  licensed  CPAs.  American  Express  Company  is  a  publicly  owned  company  and  is  not  a  licensed  CPAtirm. 
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Omer  Kropf, 
president  of 
Supreme  Corp. 
Forget  outsourc- 
ing, Kropf  learned 
from  experience  to 
prefer  vertical 
integration. 


[plants]  are  assets." 

If  he  ignores  current  trends,  it's 
perhaps  because  Kropf  never  both- 
ered to  study  business  at  school.  He 
dropped  out  of  high  school  after  the 
ninth  grade  to  work  on  his  dad's 
corn,  soybean  and  dairy  farm  in  Indi- 
ana. At  18  he  went  to  work  on  the 
assembly  line  of  a  motor-home  man- 
ufacturer. After  working  his  way  up 
to  plant  manager,  Kropf  left  in  1972 
to  start  his  own  motor-home  manu- 
facturing company.  That  venture 
became  a  casualty  of  the  oil  crisis  in 
the  1970s. 

In  1974  Kropf  started  over.  He 
and  a  partner  launched  Supreme 
Corp.  with  a  cash  investment  of 
$50,000  and  $300,000  in  bank 
loans.  Ten  years  later  Supreme  had 
three  plants,  in  Georgia,  Texas  and 
Indiana,  and  $28  million  in  revenues. 
Kropf  wanted  to  expand,  but  his 
partner  wanted  out.  Herbert  Gard- 
ner, an  investment  banker  at  lanney 
Montgomery  Scott  in  New  York, 
controlled  a  shell  company  with  a  lot 
of  cash.  He  and  Kropf  got  together. 


Gardner  bought  out  Kropf  and  his 
partner  for  cash  and  stock,  merged 
Supreme  into  the  publicly  owned 
shell  and  put  the  cash  to  work 
expanding  the  vehicles  business. 

With  that  infusion,  Kropf  opened 
three  more  manufacturing  facilities  to 
boost  the  company's  national  cover- 
age. By  getting  closer  to  its  customers 
and  making  its  own  components. 
Supreme  is  able  to  achieve  higher 
margins  than  the  small  regional  play- 
ers that  make  up  most  of  this  highly 
fragmented  industry. 

Supreme's  only  competitors  at  the 
national  level  are  $146  million  (rev- 
enues) Morgan  Corp.,  $140  million 
(estimated  revenues)  Harley-David- 
son  spinoff  Utilimaster  and  $130  irdl- 
lion  (estimated  revenues)  Grumman 
Olson.  The  rest  of  the  industry  is 
divided  among  eight  to  ten  small 
outfits. 

To  hold  inventory  and  receivables 
to  a  bare  minimum,  Kropf  has 
worked  out  deals. to  use  suppliers' 
inventory,  making  available  essential- 
ly for  free  what  could  otherwise  cost 


as  much  as  $30  million.  Supreme  gets 
180  days,  interest-free,  to  work  on  a 
chassis.  Kropf  says  that  is  generally 
enough  time  to  take  delivery,  do  the 
custom  work  and  then  deliver  to  the 
customer. 

In  1996  a  strike  at  General  Motors 
left  Supreme  short  on  supply. 
Revenues  slipped  3%,  to  $160  mil- 
lion, and  earnings  per  share  were 
down  34%,  to  52  cents.  Back  on 
track,  Supreme's  revenues  this  year 
will  top  $180  million,  with  earnings 
per  share  at  85  cents,  5  cents  better 
than  in  1995. 

Kropf  sees  advantages  to  size  in  a 
fragmented  industry.  It  gives  you  a 
broader  customer  base.  "We  saw 
some  competitors  make  the  mistake 
of  relying  too  much  on  one  cus- 
tomer," he  states.  "When  the  order 
didn't  come  in,  they  went  out  of 
business."  To  broaden  his  base  fur- 
tiier,  he  now  offers  20  different  prod- 
ucts. In  1997  he  started  manufactur- 
ing a  new  line  of  service  vans 
specifically  for  the  construction  con- 
tractors' market.  Smart  move.        ^M 
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Right  now,  your  dreams  are  bigger  than  your  company.  We  can  change  that. 

You  have  big  dreams  for  your  company.  But  to  make  them  happen,  you  need  the  right  solutions.  You  need  a 

way  to  get  your  products  to  market  faster.  You  need  to  respond  to  your  customers  more  quickly. You  need 

to  know  what's  going  on  in  your  company  and  you  need  to  know  it  now.  R/J" 
software  can  help  you  do  all  that  and  more.  And  Certified  Business 
Solutions  (CBS)  from  SAP  is  making  it  easy  for  companies  with 
revenues  up  to  $200  million  to  get  R/3.  CBS  providers  have 
alreaciy  become  partners  with  many  small-enterprise 
companies.  They've  supplied  them  with  the  software, 
hardware  and  support  they  need  to  implement 

and  operate  their  systems.  All  without  interrupting  business  flow. 

CBS  can  help  your  company  catch  up  with  your  dreams. 

To  fmd  out  how  you  can  work  smarter  and  faster,  call 

1-888-CBS-lSAP  or  visit  us  at  www.sap.com/cbs. 


n  "///  (1  business 

"  where  cusloiiier 
seivice  is  considered  n  key 
difjereiitiator,  it  iiuis 
importdiil  for  us  to  hove 
a  business  system  that 
ii'ds  capabk  of  uiotrliius^ 
the  company's  ^^^rowth." 
—  !\'etM(iiiii\^e 
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Certified  Business  Solutions 


The  digital  age 
hasn't  created  a 
paperless  society. 
Just  a  revolution 
in  paper. 


It's  been  suggested  since  the  dawn  of  t 
computer  age.  A  luture  in  which  everytl 
worth  knowing  is  accessible  on  screen. 
But  as  it  turns  out,  people  don't  just  w; 
information  at  their  fingertips.  They  wa| 
on  their  fingertips.  They  want  to  be  abl( 
touch,  fold  and  dog-ear;  to  fax,  copy  and 
to;  scribble  in  the  margins  or  post  prou( 
on  the  refrigerator  door.  And,  above  all. 
want  to  print  out  -  quickly,  flawlessly  ai 
in  vibrant  color. 

So  today,  as  people  require  more  (and 
more  types  of)  paper  than  ever,  our  reseai 
centers  are  responding  with  new  paper^ 
for  home  and  business. 
Printing  papers  such  as  our  HammermilPl 
brand  Jet  Print  Ultra®  are  one  example.  Tl 
enable  anyone  with  an  ink  jet  printer  to  pr|i 
with  the  sort  of  brightness  and  smoothnes^ 
you'd  expect  from  fine  magazines. 
The  introduction  of  a  lightweight  paper  call 
Accolade®  is  another  example.  It  results  i 
superior  printing  quality  for  catalogs, 
magazines,  brochures  and  the  like,  at  less 
cost  for  paper  and  postage. 
From  printing  paper  to  fine  art  paper  to 
digital  photography  paper,  we're  committe 
to  providing  the  "Paperless  Society"  with 
all  the  paper  it  needs. 
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Barnett  Inc.  has  long  been  a  fast-growing  connpany. 

Now  free  from  its  parent,  the  hardware  distributor  can  shine. 

A  spinoff  to  success 


By  Shailaja  Neelakantan 

Call  it  a  jewel  in  a  junkyard.  Bar- 
nett Inc.  was  part  of  wholesale  dis- 
tributor Waxman  Industries. 
Through  its  mail-order  catalogs  Bar- 
nett distributes  plumbing,  electrical 
and  hardware  products — such  stuff  as 
faucets,  showerheads  and  paintbrush- 
es— to  small  and  midsize  contractors. 
It  has  long  been  profitable.  Says  Bar- 
nett Chief  Executive  Officer  William 
Pray,  "We  were  growing  15%  a  year 
for  five  years  running,  even  under 
Waxman.  But  most  of  our  cash  flow 
went  to  our  parent." 

On  its  own  since  its  April  1996 
IPO,  Jacksonville,  Fla. -based  Barnett 
is  busting  out  all  over.  "Now  we  are 
finally  able  to  act  on  our  growth 
strategy,  which  we  developed  years 
ago  but  weren't  able  to  implement." 

In  the  last  fiscal  year  Barnett  added 


1,800  new  items  to  the  product  line, 
hired  more  telesales  support  staff  and 
stepped  up  mailings.  When  the  com- 
pany went  public,  it  was  mailing  2.5 
million  fliers  a  year;  in  fiscal  1997  it 
mailed  4.5  million. 

The  mailings  obviously  paid  off. 
Barnett  has  increased  its  customer 
base  by  13,000,  to  51,000.  "Fliers 
are  critical  to  us,"  Pray  says.  He  plans 
to  increase  their  number  to  7  million 
in  the  next  fiscal  year  and  to  tap  into 
new  markets,  such  as  hotels,  hospitals 
and  schools. 

Barnett's  customer  retention  rate  is 
remarkable — 84%,  versus  the  direct- 
mail  industry  average  of  65%.  Tele- 
marketers are  normally  a  fickk 
bunch,  but  Barnett's  tend  to  stay 
because  they  earn  higher-than-usual 
commissions. 


"This  is  a  highly  energetic,  highly 
focused  company,"  says  Jeffrey  Ger- 
manotta,  analyst  at  Robert  W.  Baird 
in  Milwaukee. 

"You  could  say  Barnett  has  an  edge 
because  of  its  national  distribution 
network,  favorable  pricing  and  cus- 
tomer orientation." 

Barnett's  earnings  rose  68%  in 
1996,  to  $12  million  fi-om  $7.2  mil- 
lion. Sales  rose  26%,  to  $160  million 
from  $127.4  million. 

But  how  many  faucets  do  Ameri- 
cans need.'  Barnett's  brass  has 
thought  of  that.  They  are  expanding 
overseas.  International  sales  last  year 
were  6%  of  revenue;  this  year  they 
should  be  10%. 

"Our  strategy  is  a  successfiil  one," 
says  Pray.  "All  the  expansion  is  from 
our  cash  flow.  We  have  no  debt."  ^M 


Barnett  Inc.'s  Chief 
Executive  Officer 
William  Pray 
"We  are  finally 
able  to  act  on  our 
growth  strategy." 
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He  leads 

a  double  life. 

At  work,  he's  tough.  At  home,  he  s  nurturing.  But  when  it  comes 
to  protecting  his  family  and  their  financial  future,  he  leans 


on  one  source. 


I 


His 


New  England  representative. 


Everyone  leads  multiple  lives.  It's  nice  to  know  so  many  suocessful  people  have  been  coming  to  The  New  England  for 
exceptional  insurance  and  financial  advice  for  over  160  years.  And  in  this  complex  and  complicated  world  we 
live  in  today,  we  can  help  you  more  than  ever  because  we  advise  every  person  on  an  individual  basis 


For  your  free  financial  analysis  with  no  obligation,  call  1-800-955-1079. 


The  New  England 

Insurance  and  Investment 


A  MetLife  Affiliate 

Pr.  ANNING    FOR:     EDUCATION     •     RETIREMENT    •     DISABILITY    •     BUSINESS    CONTINUATION 

E-mail  us  at:  asktne@tne.com  or  visit  our  Website:  http://www,tne.com        New  England  Life  Insurance  Co.,  Boston,  MA        Securities  products  offered  througfi  New  England  Securities  Corp.,  Boston,  MA 
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FDA  regulations  make  it  tough  for  small  plasma  donor 
companies  to  survive— good  news  for  Serologicals. 

Mining  antibodies 


By  Ashlea  Ebeling 

"It's  a  race  between  the  chemists 
and  the  bugs,  and  the  bugs  are  out- 
running the  chemists,"  says  cellular 
immunologist  Harold  Tenoso.  It's 
true:  New  strains  of  bacteria  are 
becoming  resistant  to  conventional 
antibiotics.  Tenoso,  59,  is  chief  exec- 
utive of  Serologicals  Corp.,  a  Clarks- 
ton,  Ga.-based  company  that  is  grow- 
ing fast  by  helping  fight  back  against 
the  bugs. 

After  testing  volunteers  to  see  if 
they  carry  the  desired  antibodies, 
Serologicals  collects  plasma  from 


their  blood  at  its  59  centers  through- 
out the  U.S.  Some  of  the  donors 
have  lost  children  to  hemolytic  dis- 
ease or  know  someone  who  has.  The 
centers  pay  donors  a  fee  of  $20  to 
$200  per  donation.  Serologicals  sells 
more  than  1  million  liters  of  plasma 
a  year  to  such  outfits  as  Pharmacia 
and  Bayer. 

The  drug  companies  extract  dis- 
ease-fighting antibodies  from  the 
plasma  for  use  in  blood-testing  kits 
and  vaccines.  Thanks  to  the  effective- 
ness of  low- toxicity  antibodies  against 


otherwise  resistant  bacteria,  antibody 
treatment  is  in  something  of  a  renais- 
sance. Many  doctors  prefer  antibod- 
ies to  antibiotics  for  young  children 
and  the  elderly.  And  antibodies 
remain  the  only  preventive  treatment 
for  some  diseases,  such  as  rabies  and 
hemolytic  disease  of  the  newborn, 
caused  by  Rh  incompatibility. 

When  Tenoso  joined  Serologicals 
in  1993,  the  firm  was  a  bit  player.  It 
ran  eight  plasma  donor  centers. 
Tenoso  has  built  it  into  one  of  the 
three  largest  players  in  the  business. 
Revenues  have  grown  from  $23  mil- 
lion in  1993  to  $66  million  last  year, 
and  income  has  increased  from  $1.2 
million  to  $8.2  million.  The  future 
looks  bright.  Recent  acquisitions  of 
three  small  operators  should  add  $  1 3 
million  to  1997  revenues.  Five-year 
average  return  on  equity:  19.5%. 

There  are  430  plasma  donor  cen- 
ters in  the  U.S.,  many  still  part  of 


Harold  Tenoso, 
cellular  immunologist 
and  chief 
executive  of 
Serologicals,  at  one 
of  the  company's 
59  plasma  donor 
centers 
"Collecting 
antibodies  is 
like  mining  gold." 
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Aye,  in  each  of  our  Hams  iweeds, 
there's  a  wee  bit  o'  heather,  and  sky,  and 
the  craggy  moors 
of  Scotland. 


tornoway /"Vj 


Have  ye  never  been  to  the  west  coast  of 
Scotland,  then? 

Well,  in  the  windswept  islands  of  the 
Outer  Hebrides,  there's  one  small  island 
with  two  names  -  the  Isle  of  Lewis  and 
Harris  -  where  all  the  world's  Harris  Tweed 

comes  from. 

And  if  you  want  to  know  why 
our  Lands' End*  Harris  Tweed 
jackets  look,  feel  and  wear  as 
they  do,  you  must  begin  here. 
Mother  Nature  painted  this 
island  with  a  subtle  palette  - 
the  grays,  greens  and  browns  of 
the  moors,  the  pale  sands  of 
the  beaches,  the  clear  blues  of  the 
crashing  seas. 

And  generations  ago,  the  men  of 
Harris  borrowed  these  colors.  They  dyed 
them  into  the  wool  of  the  local  Blackface  sheep. 
And  the  Harris  women  spun  the  wool  into 
yarn  during  many  a  long  winter's  evening. 

What  grousing  got  us 

It's  the  traditional  patterns  that  make  a 
Harris  Tweed  so  bonnie,  though.  They  go 
back  a  century-  to  when  Lady  Dunmore  had 
them  woven  for  her  aristocratic  friends.  (They 
had  come  to  shoot  grouse  in  the  Highlands.) 

The  patterns  are  as  intricate  as  a  Harris 
family  tree.  They're  still  hand-woven  at  home 
by  crofters  -  400  cottage  weavers  -  on  foot- 
pedaled  looms. 

Our  fabric  is  a  smidge  lighter  than  the 
tweeds  the  Dunmore's  hunting  parties  wore. 
(Theirs  was  10  oz.;ours,  6.5-7.5  oz.)  Which 
makes  it  more  comfortable  indoors. 

And  we  watch  over  the  tailoring  with 
greedy  eyes.  The  jacket  is  a  classic  2-button 
style,  fully  lined,  with  a  rear  center  vent.  All 
the  Old  World  niceties,  all  very  traditional. 


A  "store"  for  the  frugal 

What  is  not  traditional  is  the  price  -  $235. 
Compare  that  with  a  fancy  men's  store. 

And  our  service  isn't  traditional,  either. 
Call  us  whenever  you  like- a  friendly  operator 
is  always  here  to  help  you.  To  take  your 
order,  and  answer  any  questions  about  the 
Lands'  End  catalog. 

Would  you  care  for  a  copy? 
Then  be  a  fme  lad,  and. 
give  us  a  ring. 

&1997 Ijimk' End.  Inc. 

I  :~" 

Wi. 

fc; 

For  a  copy  of  our  catalog,  call  anytime 

1-800-356-4444 

Please  mention  ad  lAF 


Gwfl 


Adciress" 

City  ---'r ;::-':'■ --    State- 

PhoneA  ,  .     )  .v^'v-"^  ;-:■ 

Mail  to:  1  Lands' End  Lane.  Dodgeville.WT  53595 
http://www.landsend.coni/catiilojis/af 


Apt. 
Zip 
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small  chains.  Most  of  these  smaller 
plasma  companies  couldn't  keep  up 
with  the  FDA's  increasing  demands. 
With  the  infrastructure  in  place  to 
deal  with  the  FDA,  Serologicals  is 
poised  to  snap  up  the  mom-and- 
pops.  "The  acquisition  window  is 
wide  open,"  says  Russell  Plumb,  vice 
president  of  finance. 

Serologicals'  first  product,  Anti-D 
plasma,  is  still  its  most  important.  It 
is  used  to  prevent  hemolytic  disease 
of  the  newborn,  which  can  cause 
babies  to  be  stillborn.  Tenoso  capi- 
talized on  his  core  product  by  buying 
additional  centers  and  by  increasing 
the  types  of  antibodies  collected  at 
each  center. 

Most  of  the  acquired  donor  centers 
formerly  collected  only  Intravenous 
Immune  Globulin,  a  cocktail  of  non- 
specialty  antibodies  used  to  prevent  a 
variety  of  diseases.  Tenoso  is  upgrad- 
ing these  centers  to  collect  specialty 
antibodies.  This  makes  a  lot  of  sense. 
Nonspecialty  plasma  wholesales  for 
under  $100  a  liter,  while  the  average 
wholesale  price  for  specialty  plasma  is 
$400  per  liter.  The  plasma  containing 
the  rarest  antibodies  sells  for  up  to 
$2,000  a  liter. 

In  addition  to  plasma  collection, 
Tenoso  is  about  to  introduce  a  pro- 
gram that  would  allow  people  to  pre- 
donate  their  blood  for  use  in  their 
own  surgeries.  He  is  also  considering 
using  the  centers  to  run  clinical  trials 
as  well  as  to  collect  rare  cells  for  cel- 
lular therapy. 

All  these  new  services  face  big  reg- 
ulatory hurdles.  The  first  step  is 
securing  approval  from  the  Food  and 
Drug  Administration.  Then  there's 
the  paperwork  and  continuing  fda 
inspections. 

Which  is  why  the  business  is  con- 
solidating, with  Serologicals  in  the 
lead.  "You  have  to  be  able  to  trace 
the  product  backwards  and  for- 
wards," says  P.  Ann  Hoppe,  vice  pres- 
ident of  regulatory  affairs.  The  whole 
donation  process — from  when 
donors  walk  in  the  door  and  have 
their  identification  photocopied  until 
their  plasma  goes  out  the  door — is 
documented  on  records  kept  on  file 
for  lOM  years. 

Typical  donors  spend  an  hour 
twice  a  week  hooked  up  to  a  machine 
that  takes  out  their  blood,  collects 


750  milliliters  of  their  plasma  (which 
contains  antibodies)  and  returns  their 
red  blood  cells.  Everything  from  the 
needle  to  the  plasma  container  is 
labeled  with  a  tracking  number. 

The  FDA  makes  annual,  unan- 
nounced inspections  of  each  donation 
center.  On  a  recent  visit  to  Serologi- 
cals' Marietta,  Ga.  center;  the  fda 
cited  the  company  for  allowing  a 
plasma  donor  to  be  bled  one  day 
early — at    seven    weeks,    six    days. 


instead  of  eight  weeks,  as  waj 
required  in  that  case.  "When  the  FdJ 
gets  this  tough,  small  companicj 
without  good  regulatory  infi-astructur(| 
really  can't  compete,"  Hoppe  says. 

Serologicals'  main  competitors! 
publicly  traded  Nabi  and  prix'ate  Sera] 
Tec  Biologicals,  own  80  and  50  ccn] 
ters,  respectively,  leaving  about  12J 
small  independents — and  lots  o^ 
room  for  Serologicals  to  grow  in 
thriving  business. 


Dan  McGinnis  wasn't  a  technical  man, 

but  he  knew  what  Coherent's  European  customers 

wanted:  an  open  mind. 


Alio,  alio 


By  Zina  Moukheiber 


In  1989  the  Deutsche  Bundespost     Coherent.    Today    overseas    sales 
was  scrambling  to  get  new  phone      account  for  three-quarters  of  its  rev 


lines  into  East  Germany  afiier  the  fall 
of  the  Berlin  Wall.  Siemens,  the 
German  electronics  giant,  was 
brought  in  to  develop  the  echo  can- 
celers.  Clear  voice  transmission 
depends  on  this  crucial  piece  of  tech- 
nology embedded  in  switching  sta- 
tions. It  eliminates  echoes  on  long- 
distance calls. 

When  Siemens  didn't  deliver  on 
time,  the  German  Post  Office  looked 
for  a  new  supplier.  It  picked  Coher- 
ent Communications  Systems  Corp. 


enues,  from  such  customers  as  British 
Telecom,  Nokia,  lm  Ericsson  and 
Alcatel.  With  roughly  35%  of  the  esti- 
mated $345  million  world  market  in 
echo  cancelers.  Coherent  has  caught 
up  with  Tellabs,  a  maker  of  telecom 
equipment,  which  remains  the  dom- 
inant supplier  in  the  U.S. 

McGinnis  attributes  Coherent's 
success  to  good  old-fashioned  Amer- 
ican salesmanship.  Here's  how  he 
explains  it:  "In  Europe,  remember, 
these  are  the  vestiges  of  the  old  gov- 


of  Leesburg,  Va.  "That  was  a  big  ernment-owned  PTTs,  and  they  were 

break  for  Coherent,"  says  Daniel  used  to  calling  the  shots."  Instead  of 

McGinnis,  58,  Coherent's  chief  exec-  meeting  arrogance  with  arrogance, 

utive  officer.  "That  put  us  over  the  Coherent  met  it  with  humility.  "And 

edge,  to  where  we  started  to  become  so  Coherent  goes  in  and  says:  'What 

profitable."  do  you  want  to  do?  We'll  do  it.'  And 

Hand-over-fist  profitable.  Since  so  we're  giving  them  a  lot  more  per- 

1992     Coherent's    earnings    have  sonal  customer  attention,  and  they 

grown  from  $500,000  to  $10  million  like    that    better    than    the    AT&T 


last  year  on  sales  of  $54 
million.  Greg  Mesniaeff,  an 
analyst  at  Robinson- 
Humphrey  Co.,  estimates 
the  company  will  earn  $13 
million  this  year — 86  cents 
a  share — on  projected  sales 
of  $72  million.  Its  return 
on  equity  was  37%  last  year. 
The  German  Post  Office 
contract  opened  Europe  to 


Coherent  cut 
its  teeth  in 
Europe.  It*s 
now  ready  for 
the  U.S. 


approach,  which  is:  'We're 
AT&T.  We  know  what's 
best  for  you.  Take  it.'" 

When  British  Telecom 
was  looking  for  echo  can- 
celers in  the  early  1990s, 
Coherent's  engineers  sat 
down  with  the  BT  people 
and  worked  for  months  to 
tailor  a  complex  product  to 
the  carrier's  specifications. 
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"The  cellular  customer  you  have  called  is  outside  the 

coverage  area.  Way  outsider 


Pw  your  bills  and  forward  the  mail.    Because  nothing  helps  you  get  away  from  it  all  as  easily  and  ele- 
'    gantly  as  a  Range  Rover,      lis  rare  mixture  of  refinement  and  off-road  capability  has  ever>-body  talk- 
ing.    i\Ni)  not  just  in  English  —  courtesy  of  its  permanent  four-wheel  dri\e,  electronic  air  suspension, 
and  four-channel  ABS.     Bur  what  distinguishes  a  Range  Rover  isn't  simply  how  well  it  handles  the  seven 
continents,  but  how  well  it  handles  you.     Fkc^m  leather  scats  to  a  twelve-speaker  audio  system,  its  kuxurious 
interior  could  turn  the  garage  into  your  favorite  room  in  the  house.    What's  more,  its  aston-  RANGE  ROVER 

ishingly  smooth  ride  puts  a  smile  on  everyone's  face.    Except  the  makers  of  luxury  sedans,    jafes.     i^»     fclUt    *i| 
Cam,  1-8()()-F1NE  4WD  for  the  Land  Ro\er  Retailer  nearest  you.  Or  visit  our  Web  site  at 
www.LandRover.com.    After  all,  there's  onlv  one  call  you  should  be  answering. 


Alii 


WHAT    IF   YOU    NEEDED   A 


LENDER   WHO   UNDERSTANDS 

THE   UPSIDE    POTENTIAL   OR 

THIS    DOWNHILL   SPORT? 


CONSTRUCTION    •    CONSUMER   •    MANUFACTURING   •    RETAIL    •    SERVICE    •    TECHNOLOGY    *    TRANSPORTATION    •    WHOLESALI 


)  1997  The  CIT  Group,  Inc. 


No  industry  is  immune  to  change.  In  fact,  many  of  the  most  mature  industries  are  undergoing  the 
most  fundamental  transitions. 

Since  1 908,  The  CIT  Group  has  fueled  the  growth  of  thousands  of  companies  in  dozens  of 
these  industries.  From  apparel  to  aerospace,  textiles  to  telecommunications,  we  have  cultivated  an  insiders 
knowledge  of  the  industries  we  serve.  Drawing  on  this  expertise,  we  provide  financing  that  helps  good 
companies  adapt  to  changing  times. 

Just  ask  any  of  our  apparel  industry  clients,  who  could  also  tell  you  that  snoivboarding  apparel  has 
grown  to  become  a  major  trend  setting  force  in  the  $964  million  winter  sportswear  market.  Or,  to  see  what 
we  can  do  for  you,  visit  www.citgroup.com  or  call  1-800-CIT-1908. 


Money    well    lent 
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Coherent's 
Daniel  McGinn's 
Bringing  good  old 
American 
salesmanship 
to  Europe. 


They  were  careful  not  to  offend  the 
proud  British.  "What  attracted  us  to 
them  is  their  genuine  interest  in  cus- 
tomers' views;  they're  very  keen  to 
Usten,"  says  Richard  Southworth, 
manager  of  network  planning  at 
British  Telecom. 

Coherent  sells  half  of  its  echo  can- 
celers  through  its  own  sales  force,  half 
through  manufacturers  of  telecom- 
munications equipment,  such  as 
Nokia,  LM  Ericsson  and  Motorola, 
which  integrate  Coherent's  echo  can- 
celers  into  their' products.  This  has 
helped  Coherent  control  sales  and 
marketing  costs  and  achieve  last 
year's  operating  margins  of  27%.  In 
comparison,  makers  of  telecom 
equipment  had  average  operating 
margins  of  between  10%  and  20%. 

When  McGinnis  decided  to  focus 
on  selling  abroad,  he  didn't  have 


much  choice.  Coherent  was  getting 
nowhere  at  home.  It  was  losing 
money  fast.  Safeguard  Scientifics,  a 
venture  capital  firm  and  32%  owner 
of  publicly  traded  Coherent,  had 
fired  the  old  president  and  hired 
McGinnis  to  fix  the  mess. 

McGirmis,  an  M.B.A.  from  Lehigh 
University,  was  a  manager,  not  a  tech- 
nician, having  worked  at  such  varied 
outfits  as  Air  Products  &  Chemicals 
and  Bausch  &  Lomb.  He  analyzed 
the  situation  like  this:  Tellabs  had  the 
U.S.  market  pretty  much  to  itself, 
and  there  were  only  three  long  dis- 
tance customers— AT&T,  Sprint  and 
MCI.  Europe,  on  the  otlier  hand,  had 
lots  of  prospective  customers  and 
they  had  no  long-standing  relation- 
ships with  U.S.  suppliers. 

In  the  early  1990s  European  coun- 
tries were  deploying  a  digital  network 


for  wireless  communication — well 
ahead  of  the  U.S.  Cellular  phones 
meant  more  demand  for  echo  cancel- 
ers.  Now  the  devices  had  to  eliminate 
the  delays  caused  by  converting 
analog  into  digital.  They  also  had  to 
eliminate  the  acoustic  noise  emanat- 
ing from  the  wireless  phone  itself. 
Coherent,  with  litde  existing  market 
to  defend,  put  all  its  energy  into  cre- 
ating products  for  the  new  demands. 
Now  change  is  coming  to  the  U.S. 
The  Federal  Communications  Com- 
mission's recent  auctioning  of  wire- 
less licenses  has  opened  up  the  tele- 
com market  to  new  players.  Digital 
networks  are  being  rolled  out. 
Coherent  is  ready.  It  has  signed  up 
new  wireless  carriers  like  Omnipoint 
and  Western  Wireless.  Its  European 
reputation  should  help  it  expand  at 
home  and  stay  on  the  200  Best.    ^ 
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Know-lt-AII. 


No  one  knows  more  about  your  travel 
expenses  than  the  Air  Travel  Card.  The 
only  payment  system  issued  by  the 
airlines,  it  tells  you  everything  you  need 
to  know  in  one  direct,  centralized  billing 
statement  --  on  your  choice  of  magnetic 
tape,  computer  disk,  or  nard  copy 
format.  Which  saves  you  money  and  time 
during  reconciliation.  All  with  no  annual 
fee  or  per  card  charges.  So  it  knows  how 
to  cut  costs,  too.  To  find  out  moreabout 
The  Ultimate  Corporate  Payment  System^" 
call    us   today. 


All  you  need  to  know. 


I 


THE     200     BEST    SMniL     COMPANIES     IN     AMtRICa 


Mark  Dankberg  and  his  associates  built  a  good-size 
company  from  scratch  with  minimal  use  of  venture 
capital.  Their  employees  put  up  most  of  the  money. 

ViaSat:  Slow  and 
steady  does  it 


By  Scott  Woolley 

"We  had  to  struggle  to  keep  our 
revenues  retarded,"  smiles  ViaSat's 
founder  and  chief  executive,  Mark 
Dankberg.  Now  there's  a  novel  expe- 
rience for  a  brand-new  outfit:  too 
much  business. 

Almost  as  soon  as  ViaSat  Inc.  was 
founded,  in  1986,  to  manufacture 
satellite  communications  equip- 
ment, venture  capitalists  were  beg- 
ging Dankberg,  now  42,  to  raise 


money  for  more  rapid  expansion. 
Customers  pleaded  with  him  to 
accept  lucrative  but  time-consuming 
service  contracts.  Investment 
bankers  pressed  him  to  take  the 
company  public. 

Thanks  but  no  thanks,  said  Dank- 
berg and  his  two  cofounders,  Steven 
Hart  and  Mark  Miller,  engineers  all. 

Before  founding  ViaSat,  Dankberg, 
Miller  and  Hart  all  worked  for  Link- 


abit,  a  San  Diego  company  that  de 
signed     satellite     communications! 
equipment.    Fed    up    with    takingl 
orders  from  nonengincers  and  confi- 
dent they  could  design  better  systems  | 
on  their  own,  the  three  jumped  ship. 

They  quickly  landed  contracts  fori 
small  government  jobs,  which  led  to  [ 
the  development  of  the  now-best- 
selling  Manpack.  This  backpack-size 
communicator  gives  soldiers  on  any 
batdefield  in  the  world  a  direct  satel- 
lite voice-  and  data-link.  A  soldier  in 
a  foxhole  can  communicate  directly 
with  the  Pentagon  if  this  is  wanted. 
Unlike  older  systems,  Manpack  lets 
thousands  of  soldiers  use  one  satellite 
simultaneously. 

Soon  military  contracts  were  theirs 
for  the  asking,  but  with  business  dou- 
bling each  year,  the  three  engineers 
began  turning  down  any  project  that 
didn't  direcdy  relate  to  the  core  satel- 
lite communications  technology'  they 
wanted  to  develop.  "To  grow  faster, 
you  have  to  constandy  be  betting  the 
ranch  on  something  new,"  says  Hart. 


ViaSat's  founders 
Steven  Hart  (left), 
Mark  Dankberg 
and  Mark  Miller 
Venture  capitalists 
pushed  them 
to  grow  faster. 
Their  response: 
No.  "We're  not 
gamblers." 


178 


Forbes  ■  November  3,  1997 


k 


You  weje  hi'j'^d  iu  h.B'l/p  ^'uid^^ 


At  Hartford  Specialty,  we've  put  together  fully-integrated  Workers'  Comp  programs  for  some  of  the  largest 


I 
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companies  in  America,  and  we  can  do  the  same  for  you.  We'll  customize  a  cost-containment  program  that'll 

And  wUh  %is  hcmciym^  ymi;r  yVo-rkf^rf  Cwm'p  pru^rcmi^ 


handle  your  risk  management  needs  both  effectively  and  efficiendy,  so  you  can  be  free  to  focus  on  the  bigger 

fuifTl  £whmJ}y  havB  frmBio  do  ri. 

picture.  After  all,  isn't  that  why  they  hired  you  in  the  first  place?  To  learn  more  about  Hartford  Specialty 


and  what  we  can  do  for  you,  call  Nancy  Palmisano  at  (860)  547-3250. 


Brinp;  It  On. 


©1997  The  Hartford  Financial  Services  Group,  Inc. 
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"None  of  us  are  gamblers." 
The  venture  capitalists 
who  provided  the  compa- 
ny's only  round  of  financ- 
ing— $300,000  in  seed  cap- 
ital in  1986 — were  not 
thrilled.  They  wanted  fast 
results  and  a  fast  return. 
"They  told  us,  'This  is  the 
engineers'  way  to  run  a 
company,'"  Dankberg  recalls.  It 
wasn't  meant  as  a  compliment.  In  the 
early  days  ViaSat's  employees  were 
mostly  engineers  with  a  few  secre- 
taries. Even  today,  half  of  its  300 
employees  are  engineers. 


Engineers  like 
Tom  Garter  got 
shares  for  17 
cents.  They're 
now  worth  $24. 


especially  since  they  had  to 
sell  the  stock  back  to 
ViaSat  if  they  quit. 

Not  many  quit;  turnover 
was  about  1%  a  year. 

Many,  like  engineer 
Thomas  Carter,  bought 
stock  for  an  average  of  1 7 
cents  a  share.  Recently 
trading  at  $24,  Carter's 
136,000  shares  are  worth  about 
$3.3  million. 

Dankberg  finally  decided  to  listen 
to  the  investment  bankers,  and  in 
December  1996  took  the  company 
public.  Defense  contracts  still  account 


How  could  a  startup  on  a  tight  for  over  90%  of  the  company's  busi- 

budget  afford  so  much  engineering  ness,  and  Dankberg  and  his  associates 

talent.^    By   letting   the    engineers,  want    to    attack    the    commercial 

rather  than  the  venture  capitalists,  get  market.  But  at  this  stage  of  success 

equity.  Cheap  insider  stock  was  sold  ViaSat  won't  have  to  accept  hea\y 

to  engineers  rather  than  to  money  dilution  of  the  founders'  equity.  Even 

people.      The      company      raised  after  selling  $20  million  in  stock  to 

$500,000  over  ten  years  that  way.  the  public  in  December,  the  three 

That  had  two  advantages.  It  attract-  founders'  share  of  the  company  fell  to 

ed  smart  engineers  at  relatively  lower  only  28%,  down  from  41%  prior  to 

salaries,  and  it  gave  them  an  incentive  the  offering.  (The  venture  capitalists 

to  work  hard  and  stay  at  the  firm —  cashed  out  a  quarter  of  their  stake. 


leaving  them  vN'ith  20%  of  ViaSat  after 
the  offering.) 

The  public  offering  had  a  hand- 
some story  to  tell.  Largely  self- 
financed,  ViaSat  has  racked  up  a 
25.6%  average  return  on  equity  over 
the  past  five  years.  It  made  $3.9  mil- 
lion on  $52.5  million  in  revenue  in 
the  last  12  months. 

Hart  and  Miller,  who  share  the 
title  of  chief  technical  officer,  are 
trying  to  adapt  ViaSat's  technology 
to  civilian  needs.  They  are  focusing 
on  business  for  developing  countries 
such  as  India,  China  and  Indonesia. 
These  regions,  though  densely  popu- 
lated, offer  opportunities  because 
thev  lack  infrastructure,  and  satellite 
transmission  ma\'  well  prove  cheaper 
than  stringing  millions  of  miles  of 
copper  wire  or  fiber. 

Dankberg,  the  most  business-ori- 
ented of  the  three  founders,  is  chair- 
man, chief  executive  and  president. 
He  admits  the  years  of  easy  I00%- 
revenue  jumps  are  numbered.  In  the 
future  ViaSat  will  need  more  than 
just  splendid  engineering.  WM 


It's  really  coming  down.  It's  really  piling  up. 
It  really  doesn't  matter. 


Go  ahead,  let  it  snow.  If  you're  in  the  new  Continental,  you've  got  the  road-grabbing  power  of  front-wheel  drive.  Along  with  All-Spee| 
Traction  Control  to  help  keep  your  wheels  from  spinning.  And  the  strength  of  a  32-valve  InTech™  V-8.  When  it's  not  blanketed  in 
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The  trouble  with  a  niche  strategy  is  that  there's  usually 
room  for  only  one  company.  That's  why  Balchem  looks 
for  very  obscure  niches. 

A  Tale  of  Two 


Stomachs 


By  Dolly  Setton 

Balchem  was  founded  in  1967  but 
liit  our  200  Best  list  only  last  year.  For 
its  first  quarter  century  it  just  dawdled 
along.  Only  in  1994  did  it  take  off. 
Look  at  this  revenue  progression: 
1993,  $15  million;  1994,  $19  mil- 
lion; 1996,  $26  million.  Projected 
1997?  Because  its  takeoff  was  so 
recent  and  so  unexpected,  no  analysts 
are  following  this  budding  company. 
Balchem  is  in  two  profitable 
niches:  encapsulation  for  food  pro- 


cessing, and  medical  sterilization.  You 
can't  get  much  nichier  than  that.  The 
more  obscure  the  better,  says  the 
company's  chief  executive  officer, 
Dino  Rossi. 

This  fondness  for  unexploited 
small  markets  came  from  Herbert 
Weiss,  a  chemistry  Ph.D.  who 
cofounded  Balchem  and  ran  it  for  the 
last  23  years.  He  has  always  been 
interested  in  esoteric  technology.  In 
1967  Weiss  saw  an  ad  in  the  Wall 


Street  Journal  about  an  invention 
that,  by  coating  each  particle  individ- 
ually, created  a  way  to  more  precisely 
control  nutrient  delivery.  He  called 
the  inventor  and  within  months  had 
bought  an  interest  in  the  technology. 
That's  when  Balchem  was  born. 

Four  years  later  the  business  got  on 
a  solid  footing  with  a  big  order  from 
General  Foods,  now  part  of  Philip 
Morris.  The  giant  food  manufacturer 
had  a  three -step  lemon  pudding  mix 
it  wanted  to  simplify.  Balchem  com- 
bined lemon  oil,  powdered  starch 
and  citric  acid  to  create  a  one-step, 
powdered  mix.  General  Foods  was  a 
major  customer  for  the  next  20  years. 
Unilever,  Nestle  and  rjr  Nabisco 
signed  on  later.  Today  encapsulating 
products  for  the  food-processing 
industry  accounts  for  25%  of 
Balchem's  revenues. 

Continually  scrounging  around  for 
more  uses  for  the  technology,  Weiss 
found  incremental  uses  for  it.  In 
1990  he  got  a  call  about  a  delegation 
going  to  Thailand  to  push  products 
made  in  New  York  State.  Weiss  knew 


snow,  the  Continental  shows  off  its  new  contemporary  styling.  So  not  only  can  we  help  you  get  there  safely,  you'll  be  arriving  in  style. 
For  more  information,  visit  our  web  site  at  www.lincolnvehides.com  or  call  1 800446-8888. 

The  new  Continental  from  Lincoln.  What  a  luxury  car  should  be. 
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Balchem 
Chief  Executive 
Dino  Rossi 
Cows  could 
turn  out 
to  be  Rossi's 
best  friends. 


that  fish  need  vitamin  C  and  that 
some  shrimp  farmers  in  Thailand 
were  just  throwing  buckets  of  raw  vit- 
amin C  into  ponds.  If  the  vitamin 
were  put  into  his  capsules,  it  would 
last  longer,  saving  the  farmers  money. 

"They  overwhelmed  us,"  Weiss 
recalls.  "Next  thing  we  know,  a  guy 
calls  to  make  a  special  trip  to  our 
headquarters  because  he  wants  to 
represent  us."  Today  the  Thailand 
business  accounts  for  3%  of 
Balchem's  revenues. 

But  the  big  break  for  Balchem 
didn't  come  until  1994,  and  it  came 
from  an  unexpected  quarter:  the  fed- 
eral bureaucracy.  The  FDA  decreed 
that  packaged  food  must  have  nutri- 
tional labels.  Eager  to  replace  zeros  in 
the  vitamin-content  columns,  com- 
panies boosted  demand  for  encapsu- 
lated nutrients  that  could  survive 
potentially  long  shelf  lives. 

From  that  time  Balchem's  encapsu- 


lation business  for  the  food  industry 
has  grown  20%  per  year  on  average. 

Weiss  led  the  company  into  anoth- 
er obscure  niche  business:  steriliza- 
tion gas  for  surgical  kits.  Some  steril- 
ization competitors  were  blending 
other  gases  with  ethylene  oxide  to 
make  it  nonflammable,  but  doing  so 
was  expensive.  Others  used  a  radioac- 
tive sterilization  process  that  has  the 
handicap  of  causing  deterioration  of 
the  plastic  parts  of  surgical  tools. 
Balchem  made  the  gas  both  cheaper 
and  safer  by  sealing  it  in  reusable 
drums  that  can  be  delivered  by  truck. 
In  1994  Weiss  acquired  his  principal 
competitor  in  surgical  gas,  buying  a 
division  of  AlliedSignal. 

Weiss  retired  from  Balchem  at  the 
end  of  last  year,  at  age  67.  Rossi,  who 
first  joined  Balchem  as  chief  financial 
officer  in  April  1996,  eventually 
replaced  him. 

Rossi  is  looking  for  more  niches. 


He  hopes  to  capitalize  on  the  fact 
that  cows  have  two  stomachs.  Their 
diet  of  roughage  has  low  nutritional 
content.  So  nature  provided  an  extra 
stomach.  The  first  breaks  down  the 
roughage  into  nutrients.  The  second 
processes  the  nutrients.  But  a  good 
deal  of  the  nutrient  value  is  lost  in  the 
first  process. 

Balchem  coats  the  food  so  it  can 
pass  through  the  first  stomach  to  the 
second  without  loss  of  nutrient  value. 
More  meat  and  milk  per  feed  dollar 
should  result.  Revenues  from  this 
new  technology  haven't  started  flow- 
ing in  yet,  but  Rossi  hopes  the  tech- 
nology will  help  catapult  Balchem's 
revenues  into  tiie  $100  million  range 
in  a  few  years. 

Rossi's  biggest  worry  is  that 
Balchem's  encapsulation  innovations 
will  attract  the  attention  of  a  larger 
company.  But  for  now,  Rossi  says 
proudly,  "No  one  else  does  this."     ^ 


182 


Forbes  ■  November  3,  1997 


H'  Falcon  2000:  think  of  it  as 
I  trge,  widebody  cabin  built 
;jo  3000  nm  at  .80  Mach. 
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Every  Falcon  has  a  littlebroth^ 
in  the  military.  "^^St=^ 
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ineered  with  passioj 

In  the  world  of  business  jets,  only  Falcons  are  made   ^ 
a  company  that  also  makes  advanced  fighter  aircraft. .; 

At  Dassault,  there  is  a  spirit  of  engineering— a  pursuit 
of  perfection— that  touches  all  decisions.  Falcons  are  known'*** 
as  the  best  designed,  best  built,  best  flying  business  jets  at 
the  top  of  the  market.  Their  versatility  is  unchallenged. 

For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4^00  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08.        '  •  i 
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WHAT'S  THE  DIFFERENCE  BETWEEN  A  LITTLE 
KID  WITH  A  WEB  SITE  AND  A  MAJOR  CORPORATION 
WITH  ONE?  NOTHING.  THAT'S  THE  PROBLEM. 

Building  a  publishing-only  Web  site  is  the  first  step  to  becoming  an 
e-business.  A  step  that  most  businesses  (and  a  lot  of  little  kids)  have  already  taken. 
That's  fine  as  far  as  it  goes  -  it  s  a  very  cost-efficient  way  to  distribute  basic  information. 

But  the  real  payoff  (for  businesses,  at  least)  comes  with  steps  two  and  three. 
Step  two  is  moving  to  "self-service"  Web  sites  -  where  customers  can  do  things  like 
check  the  status  of  an  account  or  trace  a  package  onhne. 

Step  three  is  moving  to  transaction-based  Web  sites  -  not  just  buying  and 
selling,  but  all  processes  that  require  a  dynamic  and  interactive  flow  of  information. 

IBM  has  already  helped  thousands  of  companies  use  the  Web  to  make  the 
leap  from  being  a  business  with  a  Web  site  to  being  an  e-business  -  putting  their  core 
processes  online  to  improve  service,  cut  costs  or  to  actually  sell  things. 

For  example,  we  helped  Charles  Schwab  Web-enable  their  brokerage  systems 
for  online  trading  and  customer  service.  Since  opening,  Schwabs  Web  service  has 
generated  over  one  million  online  accounts  totaling  over  $68  billion  in  assets. 

e-business  economics  are  compelling.  According  to  a  recent  Booz-Allen  & 
Hamilton  study,  a  traditional  bank  transaction  costs  $1.07;  the  same  transaction  over 
the  Web  costs  about  !<;.  A  traditional  airline  ticket  costs  $8  to  process;  an  e-ticket  costs 
just  $1.  Customers  love  the  convenience;  management  loves  the  lower  costs. 

IBM  solutions  have  already  helped  thousands  of  businesses  become 
e-businesses.  To  find  out  how  IBM  can  help  you  do  the  same,  bookmark 
www.ibm.com/e-business  or  call  us  today  at  1  800  IBM  7080,  extension  NC32. 


Solutions  for  a  small  planet ' 
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Will  the  Internet  make  Sterling  Commerce  obsolete?  Or 
provide  new  opportunities  for  the  data  interchange  outfit? 

Mix  and  match 
the  technology 


By  Christopher  Palmeri 


In  the  Columbus,  Ohio  suburb  of 
Dubhn  a  black  box  the  size  of  a 
refrigerator  is  quietly  doing  its  pai't  to 
keep  the  U.S.  economy  humming. 
The  box  is  a  mainframe  computer 


biggest  rival  in  electronic  commerce. 

Sterling  Chief  Executive  Warner  t' 
Blow  claims  he  sees  the  Internet 
more  as  an  opportunity'  than  a  threat. 
"Fifteen  years  ago  it  was  IBM;  now  it's 
Microsoft,"  says  Blow,  interviewed 
recently  at  his  modern  art-filled  cor- 
porate headquarters  in  Dublin.  "One 
of  the  benefits  of  being  60  years  old 
is  that  you  get  to  see  a  lot  of  poten- 
tial rivals  come  and  go."  (Sterling's 
history  began  in  1974,  with  a  busi- 
ness that  provided  electronic  transfers 
for  drug  companies.  Blow  has  been 
with  them  for  more  than  half  of 
that  time.) 

To  take  advantage  of  the  opportu- 


enables  customers  to  connect. 

Investors  love  it.  Sterling  now 
sports  a  market  value  of  $3.3  bil- 
lion— nearly  10  times  revenues,  39  nity.  Blow  is  bringing  out  new  prod- 
times  earnings.  But  those  premiums  ucts.  Sterling  recendy  designed  Web- 
owned  by  Sterling  Commerce,  Inc.,  a  could  vanish  quickly  if  Sterling  fails  to  based  product  catalogs  for  clients 
leader  in  the  business  of  electronic  meet  a  currently  looming  challenge.  Owens  Corning,  Pirelli  Cables  and 
data  interchange.  Last  year  Sterling's  You  guessed  it:  the  Internet.  Snap-on  Inc.,  for  example.  Blow  fig- 
computer  processed  11  billion  trans-  Today  companies  can  place  orders  ures  he'll  have  $30  million  worth  of 
actions  for  companies  like  Kodak,  direcdy  to  other  companies'  comput-  Web-related  revenues  by  next  year. 
Coca-Cola  and  Compaq  Computer,  er  systems  via  Web  sites.  Registering  The  popularity  of  outsourcing  pro- 
a  35%  increase  from  the  year  before.  an  order  directly  bypasses  the  prob-  vides  another  growth  area.  Sterling 
Electronic  data  interchange.^  It  lems  of  getting  two  different  com-  just  won  a  $3  million-per-year  con- 
works  Uke  this:  A  customer  picks  up      puter  systems  to  connect.  Using  the  tract  to  provide  all  of  the  electronic 


a  pair  of  blue  jeans  at  J.C. 
Penney;  the  retailer's  elec- 
tronic ordering  system  reg- 
isters the  transaction  and 
sends  an  electronic  request 
for  more  jeans  to  Levi 
Strauss  &  Co.  No  paper- 
work involved,  no  phone 
calls,  almost  no  cosdy  labor. 
So  what  does  Sterling 
Commerce  do.>  Its  comput- 
er in  Ohio  acts  like  a  post 
office,  receiving  J.C.  Pen- 
ney's  electronic  letter  and 
forwarding  it  to  Levi 
Strauss.  Think  of  it  as  a 
giant  switchboard.  Compa- 
nies use  Sterling's  post  office 
because  it  allows  them  to 


Sterling  Commerce 
Chief  Executive 
Warner  Blow 
He  says  he  sees 
the  internet  more 
as  an  opportunity 
than  a  threat. 


commerce  needs  of  Caliber 
System,  a  delivery  company 
that  is  merging  with  Feder- 
al Express. 

Blow^  claims  customers 
will  continue  to  sign  up  for 
his  postal  service  because  of 
its  speed  and  accuracy. 
Small  companies  have  just 
begun  to  jump  on  the  elec- 
tronic commerce  bandwag- 
on, he  notes.  Wal-Mart 
Stores,  a  leader  in  electron- 
ic commerce,  has  onlv 
about  5,000  of  its  50,000 
suppliers  hooked  up. 

If  Blow  doesn't  have 
w'hat  he  needs  in-house,  he 
can  buy  it.  Sterling  Com- 


communicate  efficiendy  and  securely,      Internet  also  eliminates  the  telephone      merce,  a  spinoff  of  Dallas-based  Ster- 


any  time  of  day,  with  hundreds  of 
other  companies,  even  if  they  use  very 
different  hardware  and  software. 

This  has  been  a  booming  business. 
For  the  fiscal  year  that  ended  in  Sep- 


rates  involved  in  data  traffic.  ling  Software,  has  a  cash  hoard  of 
The  Internet  is  thus  a  very  big  $500  million,  thanks  to  a  stock  offer- 
threat  to  Sterling's  post  office,  which  ing  completed  this  year, 
costs  about  30  cents  per  message.  Blow  argues  that  Sterling's  expertise 
Recendy  Boise  Cascade  Office  Prod-  is  applicable  to  almost  any  technology, 
tember.  Sterling  is  projected  to  earn  ucts  developed  a  Web-based  ordering  "We're  not  focusing  on  a  single  tech- 
$85  million,  or  $1  per  share,  on  sales  system  that  is  diverting  some  $9,000  a  nology,"  he  says.  "We're  focusing  on 
of  $350  million.  Nearly  half  of  Ster-  month  in  postal  fees  from  Sterling  and  what  the  customer  needs.  To  do  the 
ling's  sales  come  from  running  the  another  supplier.  That  system  was  job  properly,  you  have  to  mix  tech- 
post  office.  The  other  half  come  from  devised  by  Actra,  a  joint  venture  nolog)'."  Still,  the  Internet  is  a  power- 
selling  software — the  envelopes  and  between  Netscape  Communications  fill  force — and  Sterling  can't  afford  to 
postage  meters,  if  you  will — that     and  ge  Information  Services,  Sterling's  stumble  in  adapting  to  it.                WM 
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Nation^vide 

4-WHEEL-DRIVE 


45 


per  day 


FULL  SIZE  CAR 


Alamo  features  fine  General  Motors  cafs  like  this  Oiev^iAeiife  Carlo. 


m 


2  day  rental 


Keep  your  receipt. 

Your  boss  won't  believe  these  rates. 

Alamo®  is  making  corporate  travel  simpler  and  more  affordable  with  special  low  rates  and 
exclusive  benefits  for  corporate  members.  Benefits  like  not  having  to  pay  for  additional 
driver  fees  and  always  getting  free  unlimited  mileage*  plus,  a  $3,000  Collision  Damage 

Waiver  deductible!^  And,  when  you  use  our  Quicksilver^"^'  kiosk,  we'll 
give   you   an  automatic  double  upgrade.   Hurry!  This   offer  expires   on 
December  15,  1997. 

For  reservations  contact  your  Travel  Agent  or  call  Alamo  at 

1-800-732-3232 

Be  sure  to  request  Rate  Code  ZP  at  time  of  reservation. 
For  interactive  reservations  access  us  at  www.goalamo.com 

When  it's  your  time  and  money 


Alamo* 


Travel  Smart" 


*Taxes  (including,  in  California,  VLF  taxes  ranging  up  to  $1.89  per  day),  registration  fee/tax  reimbursements,  optional 
CDW  Waiver  Savers-'  at  $1 5.99  a  day  or  less,  fuel,  drop  charges  and  other  optional  items  are  extra.  Rates  higher 
for  renters  under  age  25.  Weekly  rates  require  a  5-day  minimum  rental  or  doily  rates  apply.  A  24-hour  advance 
reservation  is  required.  Availability  is  limited.  *When  returned  to  city  of  rental.  jMaximum  limit  on  renter's  personal 
responsibility  for  rental  cor  damage,  loss  of  use  oi  theft,  should  CDW  be  declined.  Offer  valid  in  the  U.S.  only.  Valid 
thraugh  December  1 5, 1 997.  The  following  blockout  dates  apply:  September  25  thmugh  October  1 1, 1997,  in  Boston, 
MA,  Providence,  Rl,  Hartford,  CT,  and  Portland,  ME. 


4*"  IW,  Mjim  Ran-A-Cii.  hi. 


TTTE^  EST      SMALL      COMPflMIES      IN      AMEBIC! 


NeoMagic's  chairma 
and  cofounder, 
Kamran  Elahian 
A  dramatically 
faster  graphics 
processor  that 
consumes  less 
power  has  helped 
this  chip  company 
come  from 
nowhere 
to  capture  the 
lion's  share 
of  the  portable 
computer  market. 
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CD 
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These  hot  little  technology  firms  don't  qualify  for  our 
200  Best  Small  Companies  yet,  but  they've  got  good 
odds  on  making  the  list  before  the  century  turns. 

Future  best 


Who  are  going  to  be  the  small- 
company  technology  stars  of  the  year 
2000?  We  asked  our  Silicon  Valley 
Bureau  to  come  up  with  some  little - 
known  small  companies  that  are  fast- 
growing  and  profitable  but  not  yet 
ready  for  the  Forbes  200  Best. 

Fast-growing  was  easy.  Litde-known 
was  a  bit  tougher.  But  profitable.^  At  a 


time  when  the  mantra  among  small 
high-tech  firms  is  growth  at  the 
expense  of  profits,  that  was  a  challenge. 
The  following  six  firms  meet  the 
criteria.  All  are  on  a  pace  to  make  the 
list  by  the  year  2000.  Some  may  even 
shoot  right  by  because  revenues  are 
growing  so  fast.  All  are  companies 
you'll  be  hearing  more  about. 


NeoMagic 

Kamran  Elahian,  43,  presided  over 
one  of  the  more  spectacular  failures  in 
Silicon  Valley  history.  At  Momenta,  an 
outfit  that  designed  an  ill-conceived 
handwriting-recognition  computer,  he 
ran  through  $40  million  before 
investors  closed  the  doors  in  1992. 

The  venture  capitalists  forgave  him. 
Elahian  rebooted  his  career  in  1993 
when  he  helped  start  NeoMagic  with 
investments  from  Kleiner  Perkins  Cau- 
field  &  Byers  and  Sequoia  Capital. 
NeoMagic's  breakthrough:  a  way  to 
combine  memory  and  logic  on  a 
single  chip.  Many  had  flirted  with  this 
concept,  but  such  chips  were  difficult 
and  expensive  to  manufacture. 

Santa  Clara,  Calif. -based  NeoMag- 
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Broadcom  founders 
Henry  Nicholas  and 
Henry  Samueli 
This  company 
offers  an  array  of 
chips  that  speed 
up  networks. 


^ 


ic  worked  closely  with  Japanese 
memory  giant  Mitsubishi  Electric  on 
an  architecture  and  a  fabrication 
process  that  would  combine  die  effi- 
ciencies of  memory  chip  production 
with  the  topologic  subdeties  required 
for  making  logic  chips.  In  1995  Neo- 
Magic  introduced  its  first  integrated 
logic  and  memory  chips.  These 
chips — multimedia  accelerators — ^work 
with  Intel  microprocessors  to  speed  up 
graphics  and  video  images. 

Before  these  chips  came  along,  the 
graphics  board  in  a  personal  comput- 
er would  store  memory  and  run  cal- 
culations on  separate  chips  up  to  a  few 
inches  apart.  The  NeoMagic  chip 
stores  2  megabytes  of  memory  only 
microns  distant  from  the  calculating 


part  of  the  chip.  That  reduces  power 
consumption  and  speeds  up  the 
action. 

The  concept  is  appealing,  particu- 
larly to  the  makers  of  portable  com- 
puters. Most  of  the  largest  portable 
computer  makers  in  the  business — 
including  Compaq,  Dell,  Hewlett- 
Packard,  IBM  and  Japan's  NEC — use 
NeoMagic  multimedia  cliips. 

The  popularity  of  NeoMagic's  chips 
has  attracted  the  attention  of  estab- 
lished semiconductor  companies.  Tri- 
dent Microsystems  and  S3  Inc.  have 
bodi  introduced  competitive  products, 
and  other  firms  are  expected  to 
announce  similar  products  soon. 

NeoMagic  outsources  die  manufac- 
turing of  its  chips  to  Mitsubishi  and 


others,  which  reduces  its  overhead. 
That  enables  NeoMagic  to  make  a 
handsome  10%  net  margin  on  tiny 
revenue  ($74  million  over  the  last  12 
months).  But  it  was  in  the  red  until  a 
year  ago,  keeping  it  off  the  200  Best 
Small  Companies  list. 

-Julie  Pitta 


Broadcom 

"We  won't  be  on  your  small-compa- 
nies list,"  boasts  Henry  Nicholas,  37, 
cofounder  and  chief  executive  of 
Broadcom  "At  the  rate  we're  grow- 
ing, we're  going  to  be  on  your  big- 
companies  list  by  the  year  2000." 

Nicholas  has  reason  to  crow.  Intel 
and  3Com  are  snapping  up  Broad- 
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Yorgen  Edholm,  Brio  Technology's  founder  and  chief  executive 
Software  that  turns  raw  data  into  useful  information. 


corn's  high-speed  data  chips  for  their 
Ethernet  cards.  Motorola  buys  Broad- 
com chips  for  its  cable  modems.  And 
Scientific -Adanta  and  NextLevel  Sys- 
tems (formerly  General  Instrument) 
use  the  company's  chips  for  digital 
television  set-top  boxes  that  feed  cable 
signals  into  your  television. 

Privately  held  Broadcom's  revenues 
are  between  $30  million  and  $40  mil- 
lion. Nicholas  predicts  that  by  the  year 
2000  the  market  for  the  Irvine,  Calif. - 
based  company's  products  will  gener- 
ate $1  billion  in  sales. 

Why  is  Nicholas  so  optimistic? 
Broadcom's  digital  transmission  chips 
are  used  on  nearly  every  cable  modem 
shipped  today,  and  the  company  has  a 
growing  business  selling  a  version  of 
those    chips    for    high-speed    ADSL 


(asymmetrical  digital  subscriber  line) 
modems  running  over  standard  tele- 
phone lines.  Broadcom  also  sells  chips 
used  in  digital  broadcast  satellite 
equipment  and  digital  radio,  as  well  as 
network  data  routers,  hubs  and 
switches. 

Remarkably,  the  185-person  com- 
pany has  been  profitable  since  its 
inception  in  1 99 1.  Nicholas  and  his 
partner,  Henry  SamueU,  43,  who  is 
the  company's  chief  technical  officer, 
got  started  with  a  handfijJ  of  develop- 
ment contracts  from  big  companies, 
notably  including  Scientific  Atlanta, 
which  makes  cable  television  gear. 
Nicholas  and  Samueli  already  had  a 
winner  in  their  curricula  vitae:  They 
helped  found  PairGain  Technologies, 
a  publicly  held  data  communications 


equipment  supplier. 

Broadcom  hasn't  yet  taken  advan 
tage  of  Wall  Street's  fascination  with  ' 
computer  companies  to  go  public — 
"We  haven't  needed  the  money," 
Nicholas  explains — but  it  probably 
will.  At  that  point  it  will  probably 
make  the  200  Best  list.  -J.P 


Brio  Technology 

Brio  Technology  is  a  late  bloomer. 
The  company  spent  its  first  ten  years 
as  a  small  consulting  firm  developing 
sofi^vare  that  makes  it  easy  to  extract 
information  irom  large  corporate  data- 
bases. In  fiscal  1994  Palo  Alto,  Calif.- 
based  Brio  had  revenues  of  only  $2 
million. 

In  March  1995  Swedish-born 
founder  Yorgen  Edholm,  43,  decided 
it  was  time  Brio  grew  up.  He  went  out 
and  brought  in  the  first  group  of  out- 
side investors.  The  firm  expanded  its 
sales  efforts,  stepped  up  its  product 
development  and  hired  managers. 

Since  then  Brio  has  taken  off  The 
225 -employee  company  should  post 
revenue  of  at  least  $30  million  this 
fiscal  year  and  turn  profitable.  Brio  is 
still  privately  held,  but  we  expect  that 
it  Nvill  be  public  within  a  year. 

Brio  has  partnerships  with  a  wide 
range  of  database  and  data  warehouse 
companies,  including  giants  like 
Oracle,  Microsoft  and  IBM  as  well  as 
newcomers  such  as  Red  Brick,  Prism 
Solutions  and  Informatica.  Brio's  sofi:- 
ware  runs  on  Macintosh,  Unix  and 
Windows  systems. 

Corporate  executives,  managers  and 
others  use  Brio's  software  to  help 
them  drill  through  enormous  data- 
bases to  find  the  information  they 
need.  Some  of  Brio's  products  are 
basic,  allowing  a  user  to  view  already 
configured  reports  from  an  Internet 
browser.  Other  software  is  for  sophis- 
ticated users  who  want  to  develop 
their  own  reports,  mixing  and  match- 
ing various  types  of  data. 

Competitors?  The  two  principal 
ones  are  Paris- based  Business  Objects 
and  Ottawa-based  Cognos,  both  pub- 
licly held. 

Until  now  the  market  for  such  pro- 
grams has  been  limited  to  corporate 
power  users.  But  Edholm  believes 
that  the  Internet  and  Java  will  change 
all  that.  For  example.  Brio  is  talking 
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Donald  McKinney, 
founder  and  chief 
executive  of 
International  Network 
Services 

Helping  compa- 
nies build  net- 
works has  been  a 
growth  business. 


International  Network  mostly  com- 
petes with  small  regional  firms.  But 
the  stiffest  competition  is  from  inter- 
nal data  processing  departments, 
which  think  International  Network 
will  take  away  their  jobs. 

Sunn)^^ale,  Calif.-based  Interna- 
tional Network  has  29  offices  and 
close  to  950  employees,  twice  the 
number  of  one  year  ago.  In  order  to 
double  its  revenues  next  year.  Interna- 
tional Net\vork  must  hire  another  900 
or  so  people,  most  of  them  network- 
ing engineers. 

Wall  Street  has  some  misgivings 
about  International  Network's  abilit}^ 
to  sustain  its  growth  rate,  as  evidenced 
by  a  near  60%  collapse  in  the  stock 
price  over  the  past  year,  but  we  think 
this  company  will  soon  qualify  for  a 
200  Best  ranking.  It's  off  this  year's 
list  because  it  turned  its  first  profit  in 
1995.  -E.N. 


to  a  school  district  that  is  interested 
in  providing  Brio's  browser-based 
software  to  parents  so  they  can  look 
at  their  children's  grades,  homework 
assignments,  attendance  and  other 
information. 

"We  want  it  [Brio  sofi^vare]  to  be  as 
ubiquitous  as  spreadsheets,"  says 
Edholm.  That's  a  big  goal,  but  some- 
times late  bloomers  surprise  everyone. 

-Eric  Nee 

International  Network 
Services 

Take  a  walk  through  any  company's 
computer  and  communications  cen- 
ters and  you  will  see  equipment  from 
IBM,  Apple,  Compaq,  Cisco,  Lucent, 
3Com,  Hewlett-Packard,  Bay  Net- 
works and  a  host  of  otiier  firms.  None 
of  it  works  together  easily.  Wlnen  cor- 
porations need  help,  they  call  on  sys- 
tems integrators  like  International 
Network  Services. 

The  idea  for  International  Network 
was  born  in  the  living  room  of  the 
company's  founder,  Donald  McKin- 
ney. During  his  25-year  career  Mc- 
Kinney worked  for  IBM,  Silicon  Graph- 
ics and  Sequoia  Capital,  a  venture 
capital  firm.  After  leaving  Electronics 
for  Imaging,  another  Silicon  Valley 
star,  in  1991,  McKinney  held  three 
meetings  in  his  living  room,  at  which 
a  dozen  friends  gathered  to  talk  about 
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what  the  next  big  wave  in  technolog)^ 
would  be. 

The  consensus?  Networking.  More 
specifically,  how  to  make  all  the  varied 
networking  gear  work  together.  So 
McKinney  formed  International  Net- 
work to  help  companies  design,  build 
and  operate  large  data  networks.  Since 
then  he's  been  running  Hat  out.  In 
fiscal  1997  revenues  grew  125%,  to 
$99  million,  and  net  profit  by  174%, 
to  $7.9  million. 


Network  Appliance 

In  1987  Daniel  Warmenhoven  told 
his  bosses  at  Hewlett-Packard  that 
they  should  inx'est  in  a  fledgling  com- 
pany called  Cisco,  which  was  taking 
the  network-routing  duties  out  of 
general-purpose  computers  and 
putting  them  into  independent  boxes 
of  hardware  called  routers. 

Warmenho\en's  higher-ups  took  a 
pass  on  his  suggestion,  but  venture 


Network  Appliance's 
Dan  Warmenhoven 
Looking  to  do  with 
file  servers  what 
Cisco  did  with 
routers. 
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Chief  Executive  Craig  Elliott  of  Racketeer 

Thriving  by  creating  inequality  on  the  internet. 


capitalist  Donald  Valentine  of 
Sequoia  Capital  heard  through  the 
Silicon  Valley  grapevine  that 
Warmenhoven  was  singing  Cisco's 
praises.  Valentine  bought  a  piece  of 
the  startup — a  $2.3  million  piece 
that,  a  mere  two  years  later,  in  the 
company's  IPO,  was  worth  $65  mil- 
lion, a  2,726%  gain. 

Three  years  ago  Valentine  invested 
in  the  maker  of  another  performance- 
enhancing  box,  Netw^ork  AppUance, 
and,  as  the  company's  chairman, 
Valentine  returned  Warmenhoven's 
favor  by  tapping  him  to  be  the  start- 
up's chief  executive. 

Network  Appliance,  founded  in 
1992  by  engineers  David  Hitz, 
James  Lau  and  Michael  Malcolm,  is 
trying  to  do  for  file  servers  what 
Cisco  did  for  routers.  By  moving 


large  chunks  of  data  into  and  out  of 
random  access  memory  chips 
instead  of  just  stashing  them  on 
disks,  and  by  developing  specialized 
hardware  and  software.  Network 
Appliance's  devices  can  deliver  a  4- 
kilobyte  record  in  as  little  as  3  mil- 
liseconds, half  the  time  it  takes  to 
get  the  same  data  from  a  standard 
computer  server. 

Fortunately  for  Warmenhoven, 
memory  prices  have  been  crashing.  A 
typical  Network  Appliance  unit  comes 
with  150  gigabytes  of  storage  and  sells 
for  $100,000— the  equivalent  of  75 
cents  for  every  megabyte  of  storage. 
The  company's  sales  have  exploded, 
from  $15  million  in  the  fiscal  year 
ended  April  1995  to  $93  million  for 
the  year  ended  in  April  1997.  An 
accounting  charge  for  an  acquisition 


5  depressed  earnings  and  kept  Network 
I  Appliance  off  our  200  Best  list  this 
^  time.  Look  for  it  next  year. 

-Josh  McHugh 

racketeer 

Any  Web  surfer  knows  the  long  waits, 
the  frozen  servers,  the  transmission 
hiccups  that  characterize  the  Internet, 
racketeer,  a  Campbell,  Calif  compa- 
ny, is  tackling  these  problems. 

Today  most  corporate  Internet  sys- 
tems use  the  "fire  in  a  theater"  ap- 
proach to  access — whoever  gets  to 
the  router  first  gets  through.  The 
racketeer  product  lets  network  man- 
agers and  Internet  service  providers 
play  favorites,  assigning  different 
bandwidths  to  different  Web  loca- 
tions and  different  priorities  to  dif- 
ferent users. 

How  will  racketeer  be  used?  On  a 
corporate  Internet  the  sports  Web 
sites  can  be  given  a  low  priority,  while 
requests  to  buy  widgets  on  the  $10 
million  corporate  enterprise  software 
go  first.  The  secretary's  traffic  goes 
last,  the  company  president's  first. 

"The  net  is  presendy  based  on  a 
cooperative,  socialist  model,"  explains 
Robert  Packer,  one  of  racketeer's 
cofounders  and  the  company's  chief 
technologist.  "Everyone  using  it  gets 
equal  access.  We're  introducing  rate 
control.  Call  it  capitalism  for  the  Web." 

racketeer's  product  sits  between  a 
local  area  network  and  a  router.  On 
sale  since  early  this  year,  the  box — in 
reality  a  Pentium-class  PC  with  propri- 
etary software — sells  for  $7,250. 

Before  starting  Packeteer,  Packer, 
37,  and  the  other  cofounder,  chief 
operating  officer  Brett  Galloway,  34, 
were  responsible  for  the  technology 
behind  the  wireless  Internet  system 
sold  by  Metricom.  "We  spent  years 
making  tcp/ip  [transmission  con- 
trol protocol/Internet  protocol]  do 
things  it  wasn't  supposed  to  do," 
claims  Packer.  "In  the  process  we 
learned  how  to  take  control  of  both 
the  packets  being  sent  and  the  flow 
control  components  of  the  system." 

Packeteer,  which  was  founded  in 
1995,  expects  to  post  sales  of  about 
$5  million  this  year  and  turn  profitable 
next  year.  It  has  raised  about  $10  mil- 
lion in  venture  funding. 

-Jeffrey  Young  tm 


192 


Forbes  ■  November  3,  1997 


SPECIAL  ADVERTISING  SECTION 


¥" 
f 


iP-    ;r*«l!J>.^J5riiJa»S!s»'^'S';s«!in»j 


Inve 


tits 

SIGHT 


It's  ironic  that  many  invest- 
ors are  blind  to  an  industry 
that  is  devoted  to  vision. 
The  vision  care  industry 
may  be  overshadowed  by  high- 
profile  sectors  like  high-tech, 
telecommunications  and  financial 
services,  but  eyecare  is  a  multi- 
billion-dollar  business  with  all 
the  haUmarb  of  a  promising 
investment  opportunity:  steady 
growth;  favorable  demographic 


trends;  strong  brand  penetration; 
new,  high-margin  products; 
technological  advancements; 
consoUdation  in  manufacturing 
and  retailing;  and  emerging 
global  markets. 

"We  believe  that  several  com- 
pelling investment  opportunities 
exist  in  the  optics  sector  today," 
says  analyst  Mark  Miller  at 
Merrill  Lynch  in  New  York.  "Most 
optical  companies  are  now  trading 


at  a  significant  discount  to  the 
market,  their  prospective  growth 
rates  and  historical  levels. 
Investors  should  find  several 
companies  with  soUd  fundamen- 
tals whose  valuations  also  limit 
downside  risk." 

U.S.  optical  companies,  accord- 
ing to  Merrill  Lynch,  trade  at  an 
average  P/E  of  15  times  1997 
eamings-per-share  estimates-a 
significant  discount  to  the  market. 


SPECIAL  ADVERTISING  SECTION 


The  average  enterprise  \'alue  is 
less  than  eight  times  1997 
EBITDA.  Based  on  growth  poten- 
tial and  1998  projections,  the 
valuation  gap  is  larger  still. 
Stocks  in  the  Merrill  L\Tich 
optical  index  advanced  32%  in 
the  second  quarter  of  1997,  with 
a  21%  year-to-date  gain. 

CK'er  the  past  10  years,  the  U.S. 
optical  industry'  has  gro\\Ti  steadi- 
ly, to  more  than  $14  billion  in 
1996.  Neaiiy  159  million  Americans 
need  \ision  correction,  and  99 
million  of  them  made  eyewear 
purchases  last  year.  The  need  for 
\ision  correction  is  uni\'ersal. 
"This  is  definitely  a  play  on  the 
aging  baby  boomer,"  says  Marcia 
Aaron,  a  research  analyst  with 
Alex.  BrowTi  &  Sons  in  San 
Francisco.  "As  people  get  older, 
their  need  for  \ision  correction 
increases." 

Aging  Boomers  Drive  Sales 

The  78  million  baby  boomers 
bom  between  1946  and  1965 
are  running  headlong  into  an 
inevitable  \ision  problem  knowTi 
as  presbyopia,  whereb\'  the  eye's 
lens  loses  elasticit}-,  causing 
blurred  \ision  at  normal  reading 
distance.  Most  people  begin  to 
notice  the  problem  in  their  mid- 
40's.  That  means  virtually  everv' 
boomer  will  soon  need  vision 
correction,  creating  a  market  that 
should  generate  10%  to  15% 
grov\th  in  the  next  two  to  three 
years.  As  Hfe  expectancy  increases 
and  baby  boomers  become  senior 
citizens,  there  will  be  a  growth 
market  for  the  treatment  of 
disorders  such  as  cataracts  and 
macular  degeneration,  the  most 
common  cause  of  severe  vision 
loss  in  people  over  65. 

"Like  death  and  taxes,  deterio- 
ration of  eyesight  is  a  virtual 

Investments  In  Sight  w^as  produced  by 
Access  Media,  LLC,  a  leading  publisher 
of  custom,  consumer-directed  media. 
For  company  information  please  caD 
(714)  587-9535.  Contributing  writers: 
Franc\'  Blackwood,  Ann  Ho  Massei, 
Leona  Bavnisik.  Graphic  Design  provided 
by  Leith  Design  Group. 

Pubiicaaonof  any  tea  or  paid  aJwnsmg  does  not 
imph'  adonemoit  c^any  company,  pmdua  or  service 
by  either  Access  Media.  UC  or  Foiba. 


...virtually  every  boomer  will 

soon  need  vision  correction, 

creating  a  market  that  should 

generate  10-15%  growth  in  the 

next  two  to  three  years. 


certaintv'  for  most  of  us,"  says 
Miller  at  Merrill  Lvxich.  Glasses 
or  contact  lenses  become  an 
essential  purchase  for  most 
people  at  some  point  in  their  Hfe 
"Usage  also  remains  relatively 
constant  over  time,"  Miller  adds, 
"and  the  aging  of  populations  in 
the  U.S.  and  other 
developed  countries  v\ill 
increase  the  number  of 
visually  challenged  peo- 
ple going  forward." 
Companies  in  the 
optical  industry-  are 
meeting  rising  demand 
with  innovative  new 
products.  The  innova- 
tions include  advanced 
spectacle  lens  materials, 
high-performance  sun- 
wear  and  eyeglass 
frames,  contact  lenses 
that  are  more  effective 
and  easier  to  wear,  phar- 
maceuticals that  improve 
the  treatment  of  eye  diseases,  and 
precision  laser  treatments  for 
common  vision  problems,  such 
as  nearsightedness. 

Eyeglass  Frames  and  Lenses 

Spectacle  lenses  and  frames  have 
been  transformed  by  the  tv\in 
forces  of  fashion  and  technologv-. 
The  growing  popularitv-  of 
advanced  lens  materials  and  high- 
fashion  frames  is  steadily  driving 
up  consumer  spending.  The 
average  retail  price  for  a  pair  of 
eyeglasses  increased  by  about  3% 
last  year,  to  $150.  That  figure  v\ill 
probably  continue  to  rise  with  the 
emphasis  on  premium  lenses, 
lens  treatments  and  frames,  pre- 
dicts analyst  Brenda  Lee  Landrv' 
at  Morgan  Stanley  in  New  York. 


A  growing  number  of  con- 
sumers are  choosing  premium 
lens  options,  as  manufacturers 
and  retailers  promote  the  benefits 
of  impact-resistant  and  Ught- 
responsive  lenses,  and  progres- 
sives, which  improve  the 
performance  and  appearance  of 
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The  need  for  vision  correction  is 
universal.  Low  eyewear  penetration 
in  developing  markets  indicates 
strong  growth  potential. 


bifocals.  "There  are  much  better 
lens  materials  available,  and 
advertising  and  marketing  are 
becoming  a  much  bigger  part  of 
the  industrv,"  says  Landrv'. 
"Things  have  moved  ahead  on  the 
technologv'  front,  and  that  should 
continue  at  the  large  companies." 

Polycarbonate  lenses,  which 
offer  thinness,  lightoess  and  safe- 
tv-,  have  increased  eightfold  since 
1983,  to  17%  of  all  lenses. 
Photochromies,  which  lighten 
and  darken  in  response  to  avail- 
able light,  have  quadrupled  since 
1991,  to  nearly  8%.  Bolstered  by 


demand  from  presbyopic  baby 
boomers,  progressives  account 
for  23%  of  all  lenses,  up  from 
16%  in  1991.  "Progressive  lenses 
are  the  holy  grail  of  this  business 
says  Miller  at  Merrill  Lynch. 
"They  generate  the  highest 
rev  enue  per  imit  and  the  highest 
profit  per  unit  of  any  spectacle 
lens  segment." 

Consumers  are  spending  m* 
on  premium  lens  treatments. 
SLxtv'  percent  of  all  lenses  now 
have  scratch-resistant  (SR)  coat- 
ings. That's  double  the  number 
with  SR  10  years  ago.  Consumer 
awareness  of  ultraviolet  radiatioi 
has  increased,  and  32%  of  lenses 
now  have  UV  coatings,  up  from 
about  10%  a  decade  ago.  Anti- 
reflective  (AR)  coatings  have 
buoyed  by  consumer  advertising 
and  product  improvements;  morel 
than  9^/c  of  lenses  have  AR,  up 
from  less  than  2%  ten  years  ago 

In  frames,  a  consimier  prefer- 
ence for  high  fashion  and  high 
performance  is  pumping  revenui 
and  driving  business  in  the 
profitable  top  end  of  the  market 
About  1 1%  of  all  sales  now  fall 
into  the  premium  categorv'  of 
frames  that  retail  for  about  $200 
and  up.  Leading  the  growth  in 
frames:  designer,  branded  and 
Hcensed  products,  which  now 
account  for  more  than  40%  of 
sales,  up  from  less  than  20%  a 
decade  ago.  Consumers  are  also 
embracin^g  premium  fiame  mate- 
rials at  premium  prices.  Metal 
frames  are  especially  hot  seUers, 
v\ith  lightweight  stainless  steel 
and  titanium  setting  the  pace. 

Smiglasses 

Sunwear  has  been  buoyed  by 
mounting  consumer  av\areness 
of  the  dangers  of  ultraviolet  radia- 
tion and  a  growing  perception  of 
sunglasses  as  the  ultimate  fashion 
accessory. 

Retail  sales  of  nonprescription 
sunglasses  were  up  8%  in  1996,  to 
nearly  $3  billion,  on  the  strength 
of  5%  growth  in  imit  sales  and  a 
3%  increase  in  the  average  price 
per  pair.  Among  the  hot  spots: 
the  market  for  premium  simglass- 
es  that  retail  at  more  than  S30, 
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Wch  grew  by  1 1.7%  last  year. 
his  high  end  represents  57%  of 
)tal  revenues,  but  only  9%  of 
nit  sales,  indicating  there  is  still 
significant  opportunity  for  the 
remium  segment  to  grow  at  a 
lore  rapid  pace. 

Sunwear  manufacturers  have 
jrged  licensing  agreements  with 
host  of  major  apparel  designers, 
n  the  mid-1 990's,  says  Maureen 
/IcGrath,  senior  equity  analyst  at 
imith  Barney  in  New  York, 
growth  accelerated,  particularly 
n  the  higher  end  of  the  market, 
IS  sunglasses  became  more  of  a 
ashion  item." 

The  functional  side  of  sunwear 
s  equally  important.  The  latest 
ligh  performance  sunglasses 
feature  lens  and  frame  advances 
iiat  improve  depth  perception, 
reduce  glare  and  distortion,  mini- 
aiize  eyestrain  and  stand  up  to 
die  rigors  of  an  active  lifestyle. 
Sport-specific  sunwear  now 
accounts  for  25%  of  sales.  Miller 
at  Merrill  Lynch  likens  the  trend 
to  developments  that  vitalized  the 
athletic  shoe  industry  some  years 
ago.  "One  of  the  big  growth  areas 
has  been  in  sunglasses  for  differ- 
ent functional  uses,"  he  says. 
Merrill  Lynch  believes  sunglass 
sales  can  increase  at  a  mid-to- 
high  single-digit  rate  in  1998. 
On  the  manufacturing  side, 
"We're  seeing  consolidation,"  says 
Alex.  Brown's  Aaron,  "with  fewer 
manufacturers  representing  more 
brands."  According  to  Aaron,  the 
most  promising  investment 
opportunities  exist  among  compa- 
nies with  strong  market  share, 
brand  names,  identifiable  differ- 
entiating factors  and  new  product 
capabilities. 

Contact  Lenses 

Worn  by  some  27  million 
Americans,  contact  lenses  repre- 
sent a  profitable,  high-growth 
area  in  the  optical  industry.  The 
market  enjoyed  strong  growth  in 
1996,  when  the  number  of  new 
fits  and  refits-the  barometer  of 
growth  in  the  contact  lens  seg- 
ment-rose by  21%. 

Two  growth  areas  are  dispos- 
able contact  lenses  and  planned 


replacement  lenses, 
known  as  PRPs. 
Together  they  accounted 
for  about  two-thirds  of 
all  new  fits  and  refits  last 
year.  PRPs  are  replaced 
on  a  predetermined 
schedule,  typically  every 
two  weeks,  monthly  or 
quarterly.  Disposable 
lenses  are  discarded 
either  daily  or  every  one 
to  two  weeks,  thereby 
eliminating  the  need  for 
extensive  cleaning  and 
enzyming  procedures. 
The  convenience  is 
attracting  consumers  in 
record  numbers:  Disposables  led 
contact  lens  growth  last  year  with 
a  31%  gain  in  the  first  quarter 
alone.  "Disposables  have  trans- 
formed the  clear  spherical  seg- 
ment, which  is  two-thirds  of  the 
market,"  says  Miller  at  Merrill 
Lynch,  referring  to  the  nonspe- 
cialty  lens  category. 

Recognizing  a  lucrative  mar- 
ket, a  number  of  manufacturers 
are  rolling  out 
new  products 
that  bring  dis- 
posable and  PRP 
options  to 
specialty  lenses. 
A  strong  growth 
area  in  its  own 
right,  the 
specialty  lens 
segment  in- 
cludes tinted 
contact  lenses, 
toric  lenses  for 
people  with 
astigmatism, 
bifocals,  multifo- 
cals and  premium  lenses  with 
UV  blockers  and  deposit  resis- 
tance. With  the  addition  of 
disposable  and  PRP  formats, 
specialty  lenses  are  growing  at 
an  annual  rate  of  about  13%. 

More  than  80%  of  the  people 
who  wear  contact  lenses  also 
wear  eyeglasses,  so  growth  in  one 
segment  doesn't  cannibalize  sales 
in  the  other.  Among  glasses-only 
weai-ers  polled,  30%  said  they 
were  interested  in  contact  lenses, 
suggesting  a  huge  potential  mar- 
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Contact  lens  makers  are  eNperienc- 
ing  solid  growth  in  diverse  global 
markets. 

ket  of  36  miUion  people.  One 
promising  growth  segment  is 
baby  boomers,  who  are  staying 
with  contact  lenses  into  their 
presbyopic  years.  Another  is  the 
youth  market  which  has  signifi- 
cant disposable  income.  Sixty 
percent  of  the  new  contact  lens 


invest  a  record  $18.9  billion  in 
research  and  development  this 
year.  That's  an  increase  of  more 
than  11%  over  1996. 

Pharmaceutical  companies 
are  introducing  products  that 
advance  the  treatment  of  eye 
diseases,  such  as  glaucoma,  a 
leading  cause  of  blindness  world- 
wide. A  new  area  of  research, 
called  neuroprotection,  aims  to 
limit  damage  caused  by  the 
increased  intraocular  pressure 
associated  with  glaucoma  by 
focusing  treatment  on  the  optic 
nerve.  There  is  also  promising 
work  in  the  development  of  prod- 
ucts to  treat  age-related  macular 
degeneration,  which  affects  about 
13  miUion  people  worldwide.  It's 
the  leading  cause  of  bhndness  in 
developed  countries  and  the 
largest  potential  single-disease 
market  in  ophthalmology.  Other 
new  pharmaceutical  products 
improve  the  treatment  of  corneal 
ulcers  and  dry  eye,  a  debilitating 
disease  that  causes  blurred  vision 
and  light  sensiti\it>'  in  more  than 


"Most  optical  companies  are  now  trading 
at  a  significant  discount  to  the  market, 

their  prospective  growth  rates  and 

historical  levels.  Investors  should  find 

several  companies  with  solid  fijndamentals 

^hose  valuations  also  limit  downside  risk." 


wearers  last  year  were  twenty-five 
or  younger. 

Pharmaceuticals 

Despite  feai^s  that  managed  care 
would  cast  a  pall  on  the  market, 
pharmaceutical  sales  have  been 
growing  by  7%  to  9%  a  year,  with 
recent  increases  generated  by  unit 
growth  rather  than  price  increas- 
es. Mergers  and  acquisitions  have 
cut  costs  and  improved  the  flow 
of  new  products.  Research-based 
pharmaceutical  companies  will 


10  million  people. 

0\'er  the  past  two  decades,  new 
laws  in  all  50  states  have  broad- 
ened the  practice  of  optometry-  by 
allowing  pharmaceutical  prescrib- 
ing, creating  a  body  of  30,000 
optometrists  in  a  position  to  drive 
pharmaceutical  sales. 

In  over-the-counter  phanna- 
ceuticals,  the  growing  univei-se 
of  contact  lens  wearers  is  diiving 
business  in  lens  care  solutions,  a 
$900  million  mai'ket  that  includes 
products  for  cleaning,  rinsing, 
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disinfecting,  enzyming  and 
lubricating. 

The  youth  market  is  also  a 
major  force  in  the  promising 
future  for  lens  care  solutions. 
Research  indicates  that  members 
of  this  age  group  tend  to  use  lens 
care  products  more  than  other 
consumers. 

Spurred  by  demographic  and 
lifestyle  trends,  eyedrops  and 
decongestants  are  now  the  fastest 
growing  segment  of  the  over-the- 
counter  eyecare  category.  The 
popularit}^  of  outdoor  sports  and 
the  tremendous  rise  in  computer 
use  are  driving  sales  of  eyedrops 
that  relieve  redness  and  irritation. 
And  an  aging  population  (35%  of 
it  will  be  over  45  by  2000)  will 
create  steady  demand  for  artifi- 
cial tears,  which  relieve  dry  eyes. 

Lasers  and  Refractive  Surgery 

For  the  60  milhon  Americans 
who  suffer  from  nearsightedness, 
a  new  \ision  correction  option 
called  excimer  laser  photorefrac- 
tive keratectomy  (PRK)  uses 
advanced,  precision  lasers  to 
reshape  the  surface  of  the  cornea. 
The  FDA  approved  PRK  for  the 
treatment  of  nearsightedness  in 
late  1995  and  has  since  given  the 
nod  to  laser  treatment  of  astigma- 
tism-blurriness  or  distorted 
vision  caused  by  an  irregularly 
shaped  cornea,  which  affects 
about  71  million  Americans. 

Between  50,000  and  60,000 
PRK  procedures  were  performed 
last  year,  and  estimates  peg  the 
potential  for  1997  at  200,000  to 
250,000  procedures.  "The  market 
is  still  embryonic,"  says  optome- 
trist Ken  Taylor,  a  director  at 
Arthur  D.  Litde  Inc.  in  Cambridge, 
Mass.,  "but  the  future  for  refrac- 
tive surgerj'  is  very  bright." 

There  are  two  FDA-approved 
excimer  laser  manufacturers  in 
the  United  States.  Their  devices 
sell  for  between  $400,000  and 
$500,000,  and  they  charge  a 
royalty  of  about  $250  per  proce- 
dure. "It's  unique  in  the  medical 
device  industry  to  have  per- 
procedure  fees,"  Taylor  notes. 
These  royalties  will  help  laser 
manufacturers  recoup  their 


investment  in  R&D,  and  once 
laser  devices  have  fully  penetrated 
the  market,  revenue  will  shift    .    , 
from  instruments  to  procedure 
fees.  About  400  lasers  have  already 
been  installed  at  some  350  laser 
surgery  centers  nationwide.  Doc- 
tors' fees  for  the  PRK  procedure 
vary  by  region,  but  average  be- 
tu'een  $1,800  and  $2,200  per  eye. 

Another  new  laser  technology, 
which  received  conditional 
approval  from  an  FDA  advisory 
panel  earlier  this  year,  is  laser  in 
situ  keratomileusis  (LASIK).  In 
LASnC,  the  surgeon  uses  a  special 
motor-controlled  blade  to  cut  and 
lift  a  flap  of  the  cornea  before 
reshaping  it  with  a  laser.  Among 
the  benefits:  recovery  time  is 
rapid,  and  LASIK  is  effective  for 
people  v,ith  high  degrees  of  near- 
sightedness. 

Laser  thermal  keratoplasty 
(LTK)  uses  infrared  lasers  to  heat 
corneal  coUagen  and  change  the 
curvature  of  the  cornea.  An  LTK 
system  now  in  clinical  trials  is 
expected  to  be  effective  for  far- 
sightedness, which  affects  about 
20  million  American  adults. 

Other  advances  include  a  tiny, 
translucent  polymer  ring,  now 
undergoing  clinical  trials  in  the 
U.S.  Approved  for  sale  last  year  in 
Europe,  die  corneal  ring  corrects 
vision  by  reshaping  the  clear 
tissue  at  the  very  front  of  the  eye 
without  cutting  or  removing 
tissue  from  the  cornea's  centi:al 
optical  zone. 

Retail  Chains 

Optical  chains,  which  are  in  the 
midst  of  a  massive  consolidation 
movement,  have  captured  more 
than  35%  of  the  retail  optical  mar- 
ket. With  continued  consolidation, 
chains  should  grow  at  a  faster  rate 
than  the  industn,-,  says  MiUer  at 
Merrill  LjTich,  who  predicts  that 
U.S.  optical  chains  can  expand 
their  market  share  to  upwards  of 
50^^o  over  the  next  10  years. 

"There's  a  rollup  strategy," 
says  Aaron  at  Alex.  Brown.  "We 
would  expect  that  ti"end  to 
continue  going  forward."  With 
fewer  operators  controlling  more 
retail  outiets,  chains  wield  greater 
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power  to  negotiate  favorable 
prices,  which  vield  higher  mar- 
gins. They  also  have  the  buying 
and  marketing  muscle  to  develop 
exclusive  lines.  "The  ability  to 
offer  private  label  and  exclusive 
products  will  be  more  important 
as  eyewear  becomes  a  fashion 
industry,"  Aaron  observes. 

Consolidation  also  positions 
optical  retailers  to  better  target 
the  booming  managed  care 
market.  Managed  care  is  trans- 
forming the  health  care  industry, 
and  increasingly,  vision  care 
benefits  are  part  of  the  changing 
picture.  An  estimated  60%  to  70% 
of  managed  care  plans  have  a 
vision  component.  About  40 
million  Americans  receive  some 
form  of  vision  care  benefit,  and 
managed  care  plans  now  pay  for 
30%  of  retail  eyewear  sales. 
"Having  more  retail  storefronts 
makes  optical  chains  more  attrac- 
tive to  HMOs  and  managed  care 
companies,"  Aaron  says. 

The  more  successful  chains 
will  be  those  that  keep  pace  with 
the  fashion  changes,  suggests 
Smith  Barney's  McGrath. 
"Eyewear  is  much  more  of  a 
fashion  statement  than  it  was  in 
the  past,"  she  says.  "On  the  retail 
side,  you  want  management  that 


can  respond  to  shifts  in  cor 
taste  and  demand." 

Global  Opportunities 

The  current  major  maricets  for  \ 
optical  industrv'  are  in  the  Unit 
States,  Europe  and  Japan,  whe 
the  level  of  eyewear  users  reacli 
or  exceeds  50%  of  the  populatic 
Hov\ever,  lower  levels  of  evewe 
use  in  developing  regions,  such  | 
Latin  America  ( 1 8%)  and  CI 
(6%),  point  to  enormous  potent 
for  increased  sales. 

Leading  the  promising  grov 
markets  is  China  with  its  enor- 
mous population  of  1.2  billion.  | 
Optical  manufacturers  are 
expanding  there  to  make  use  of 
the  affordable  labor  and  to  be 
close  to  the  high-growth  ma 
of  Asia. 

In  particular,  two  product 
categories  are  showing  signific 
growth  worldwide.  The  global 
contact  lens  market  is  growing  :| 
a  rate  of  9-1 1%.  The  top  growthl 
regions  include  Asia  (23%),  Japzl 
(16%),  Europe  (13%)  and  Latin  | 
America  (10%).  With  a  current 
wearer  base  of  only  1.3%  and  2^ 
of  the  overall  population  respec-l 
tively,  both  the  Asia  Pacific  regi(j 
and  Latin  America  represent 
promising  opportimities  to 
expand  the  base  of  contact  lens 
wearers  in  emerging  markets. 
The  premium  sunglass  market  i:| 
also  posting  healthy  growth 
worldwide,  with  15%  increases  i| 
both  Asia  and  Latin  America. 

"The  demographics  are  right 
Ninet\'  percent  of  all  people  over 
40  or  45  need  vision  correction," 
says  Landrv-  at  Morgan  Stanley. 
As  incomes  rise  in  Third  World 
countries,  she  adds,  the  demand! 
for  eyewear  is  increasing  world- 
wide. "It  has  become  a  global 
industry."  A 
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United  States 

44  Harbor  Park  Oriue 

Port  Washington,  NY  11  DSD 

(516)  484-380D 
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Via  Valcozzena  10 
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011-39-437-62641 

011-39-437-63840 
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Sabina  Grossi 
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Milano  Italia  20148 
011-39-2-46-99333 

Dewe  Rogerson 

850  Third  Avenue 

New  York,  NY  10022 

(212)  688-6840 
Fax:  (212)  838-3393 
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Retail  Presence  Strengthens 
Luxottica's  Leadership  Position 


In  its  36-year  history,  Luxottica 
Group  has  built  a  reputation 
as  an  innovator  in  the  cre- 
ation and  delivery  of  optical 
products.  Recognized  as  the  global 
leader  in  the  design,  manufactur- 
ing, and  marketing  of  quality  eye- 
wear, the  company  produces  one  of 
the  largest  collections  of  eyeglass 
frames  and  sunglasses  in  the  indus- 
try. In  addition,  after  its  1995 
acquisition  of  LensCrafters,  the 
superoptical  chain,  Laxottica  has 
also  become  the  world's  largest 
optical  retailer  with  694  optical 
superstores  (as  of  June,  1997).  Net 
sales  for  Luxottica  Group  in  1996 
totaled  $1.54  billion. 

Broad  Market  Appeal 

The  company's  diversified  product 
line  encompasses  23  frame  and  sun- 
glass collections  offering  approxi- 
mately 2,000  frame  styles  for  the 
mid-  to  premium-priced  market 
segments.  Designer  lines  are  an 
integral  component  of  Laxottica 
Group's  product  profile.  Licensed 
brands  include  Yves  Saint  Laurent, 
Brooks  Brothers,  Byblos,  Genny, 
Web,  Moschino,  and  Giorgio 
Armani,  the  vintage-inspired  line 
that  launched  a  new  direction  in 
eyewear  styling.  In  1996  Luxottica 
signed  a  licensing  agreement  with 
Anne  Klein,  which  will  strengthen 
its  presence  in  the  North  American 
designer  market.  In  1997,  the  com- 
pany will  introduce  the  Bulgari 
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collection,  a  premium  trademark 
that  will  move  the  company  into  the 
highest  priced  segment  of  the 
market. 

Organizational  Strategy 

Luxottica's  success  to  date  is  based 
on  total  vertical  integration, 
through  which  the  Company  direct- 
ly controls  the  design,  production 
and  distribution  of  its  eyewear  and 
sunwear.  The  verticaUy  integrated 
system  is  unique  in  the  industiy 
and,  according  to  Claudio  Del 
Vecchio,  co<liief  executive  officer 
of  Luxottica  Group  S.P.A.,  "It  keeps 
us  close  to  the  final  consimier  and 
helps  us  deliver  quality  products  at 
a  better  price." 

All  Luxottica  frames  are  manu- 
factured in  five  technologically 
advanced  facilities  in  Northern 
Italy.  Delivery  of  these  products  is 
handled  through  a  factoiy-direct 
distribution  network.  Luxottica's 
factoiy  direct  distribution  net- 
work eliminates  costly  steps  in 
the  distribution  chain,  ensuring 
eyewear  consumers  unsurpassed 
value  with  evei7  Luxottica  prod- 
uct sold.  In  1996,  Luxottica 
increased  its  unit  sales  1 1  per- 


cent, selling  approxi- 
mately 18.1  million 
frames  worldwide. 

Retail  Presence 

With  the  acquisition  of 
LensCrafters  in  1995, 
Luxottica  Group  signifi- 
cantly increased  its  pres- 
ence in  the  North 
American  market.  In 
1996  the  number  of  retail 
outlets  increased  from 
614  to  645  and  the  rev- 
enues from  the 
LensCrafters  stores  grew 
from  $857  million  to  $903 
million.  The  acquisition 
pro\ided  Laxottica  access 
to  an  annual  adveitising 
budget  of  approximately 
$100  million,  of  which  a 
substantial  amount  is  used  solely  in 
the  United  States  and  Canadian 
markets  to  promote  the  Laxottica 
brand  name. 

By  the  end  of  1996  Luxottica 
Group  products  represented  43 
percent  of  the  total  amount  of  eye- 
wear sold  by  LensCrafters,  a  sig- 
nificant increase  over  the  5  per- 
cent average  in  1995,  the  year  of 
the  acquisition. 

Future  Growth 

First  half  figures  for  1997  show  a 
9%  increase  in  sales  over  the  same 
period  last  year,  with  a  net  income 
increase  of  17.7%.  Net  margins 
for  the  first  half  of  1997  increased 
to  9.3%  compared  to  8.6%  during 
the  same  period  in  1996.  In 
response  to  reported  increases  in 
units  sold  among  worldwide  sub- 
sidiaries, Laxottica  is  increasing 
production  capacity  and  maintain- 
ing its  commitment  to  the  organi- 
zational flexibility  that  allows  a 
quick  response  to  market  changes. 
"We  are  uniquely  and  strategically 
placed  in  the  industiy,"  says 
Claudio  Del  Vecchio,  "and  we  are 
very  confident  that  we  can  keep 
growing  in  the  future."  A 


■  Sales 


I  Net  Profit 


For  more  information  on  investing  in  Luxottica  Group,  picnsc  use  the  Reader  Service  Card. 
For  store  locations:  1-888-LUXOTTlCA 
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U.S.  Corporate  Offices: 
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Toll-free  (888)  208-5872 

Canadian  Corporate  Offices: 

Specialty  UitraVision,  Inc. 

2431  37th  Avenue  N.E. 

Calgary,  Alberta  T2E6Y7 

Canada 

(800)  661-1044 

Investor  Contact: 

Malcolm  McLaughlin,  CFO 

(408)  341-0700  x214 

Fax:  (408)  341-0717 

UVC  (Alberta  Stock  Exchange) 
Applied  for  listing  on  the 
Toronto  Stock  Exchange. 

wvvw.ultravision.com 


Sales  Trends 

Net  lenses 


Radical  Notions  Succeed  At 
Specialty  UitraVision 


Mar.  96  to     Sept.96to 
Aiig.96         Feb.97 


Mar.  97  to 
Aug.  97 


pecialty  UitraVision  is 
leading  a  revolution,  and 
succeeding.  SLx  months 
into  the  cuirent  business 
\^ear,  sales  ha\'e  \irtually  doubled 
compared  to  the  entire  prexious 
fiscal  year's  performance. 
Moreover,  recent  trade  research 
suggests,  seven  out  of  ten  eye  care 
practitioners  see  considerable  bene- 
fit in  doing  business  with  the  only 
major  public  North  American  con- 
tact lens  company  managed  by 
optometrists. 

The  contact  lens  business 
involves  a  complex  maze  of  manu- 
facturers, distributors,  labs,  mail- 
order houses,  mass  retailers,  e>'e 
care  pro\dders  and  end-users.  Dr. 
Vincent  Zuccaro,  Chairman  of  the 
Board  and  CEO,  reflects  that  while 
many  larger  competitors  ha\'e 
reduced  dii-ect,  one-on-one  contact 
with  doctors,  "Specialty  UitraVision 
is  doing  just  the  opposite.  We 
understand,  more  than  anyone,  the 
doctor-patient  relationship.  Mail- 
order houses  and  optical  discoun- 
ters do  not  fit  into  our  plans." 

Zuccaro,  an  optometrist  and 
respected  industry  leader,  leads  a 
management  team  with  over  200 
yeairs  combined  optical  industry 
experience  in  contact  lens  develop- 
ment, manufacturing,  global  sales, 
marketing  and  distribution. 

UitraVision,  Inc.,  a  pub- 
hcly  traded  Canadian 
company  offering  unique 
\'alue-added  contact  lens 
products,  located  U.S. 
headquarters  to  the  San 
Francisco  Bay  area  com- 
munit}'  of  Campbell  in 
mid-1996. 


The  Future  Is 
Carbosilfocon 

In  the  U.S.,  UitraVision 
competes  in  key  growth 
categories,  currently 
marketing  three  FDA- 
approved  disposable  and 


+100% 


Sept.  97  to 
Feb.  98 


A  comfortably  fit  UltraCon  lens,  viewed 
with  fluorescent  dye. 

planned  replacement  lens  products: 
Specialty'  Progressive"',  a  disposable 
multifocal  lens  for  patients  who 
need  bifocals;  Specialt\'-T-FRP'",  a 
fi'equent  replacement  lens  for 
patients  with  astigmatism;  and 
Specialty'  Choice  AB^',  a  disposable 
lens  combining  the  latest  optical 
technology  and  design  to  achieve 
pristine  vision  with  exceptional 
comfort.  But,  company  gi'owlh 
rests  on  a  revolutionan'  new  mater- 
ial, cai'bosilfocon. 

UltraCon"'  and  EpiCon"'  oxygen- 
permeable  lenses  mark  the  first  sig- 
nificant technological  adxancement 
in  contact  lenses  since  the  introduc- 
tion of  soft  lenses  in  1968  and  rigid 
gas-permeable  lenses  (RGP)  in  the 
mid- 1970s. 

Originally  used  in  heart  and  lung 
surgery,  carbosilfocon  has  pro\'en 
to  be  highly  compatible  with  body 
tissue,  durable,  impermeable  to 
microbe  penetration,  and  highl>" 
wettable  although  it  contains  no 
water. 

The  company  believes  carbosil- 
focon lenses,  offering  the  comfort 
of  soft  lenses  with  \isual  clarity 
and  easy  maintenance  of  RGP 
lenses,  will  prove  highly  attractive 
to  consumers.  This  no\'el  technok)g>" 
and  its  manufacturing  processes, 
estimated  to  have  a  billion-doUai 
worldwide  sales  potential,  are 
already  safeguarded  by  interna- 
tional patents. 

UltraCon  lenses  correct  astig- 


matism, nearsightedness  and : 
sightedness  and  are  clearly  pos| 
tioned  for  the  expansive  presb> 
opic  baby  boomer  market  with| 
bifocal  design  currently  under 
development.  EpiCon,  a  higlily] 
specialized  lens,  is  designed  to 
treat  pathological  eye  conditior 
and  be  used  after  refracti\'e 
surgen-  (RK  and  PRK). 

Approxed  for  Canadian  distrit 
tion,  carbosilfocon  lenses  are 
undergoing  clinical  trials  in  the 
U.S.  and  pending  FDA  approval. 

Nurturing  Global  Alliances 

Marketing  and  distribution  are  I 
essential  to  success,  so  Ultra Visi 
has  mo\ed  aggressively  to  forge  | 
strategic  alliances,  especially  in 
Asia  where  competing  RGP  lensJ 
are  popular.  A  license  and  manul 
facturing  agreement  was  execute! 
with  Seiko  Contact  Lens/Seiko 
Epson  Corporation  of  Japan  wi 
a  major  Singapore  contact  lens 
conglomerate  and  Choong  Wae 
Pharmaceutical,  one  of  Korea's 
largest  pharmaceutical/medical 
de\ice  companies  with  annual 
sales  of  $500  million,  have  signec| 
letters  of  commitment.  Also, 
UitraVision  has  strategic  distribu  '• 
tion  agreements  with  companies  ^ 
offering  expertise  in  the  largeh" 
untapped  Latin  America  market,  j 

Looking  Ahead 

Ultra\'ision  has  taken  a  radical 
marketing  stance  to  shape  a  glob^ 
business  that  remains  true  to  its 
mission  w^hile  revolutionizing  corl 
tact  lens  technolog>'.  The  fonvard 
thinking  company  expects  to 
record  initial  revenues  with  its 
new  carbosilfocon  lenses  begin- 
ning in  1998. 

Zuccaro  says,  "We  are  confident 
our  approach  will  ensui^e  long-term 
success,  a  future  dominant  share  of 
the  global  contact  lens  marketplace 
and  a  substantial  return  for  our 
shareholders-."  ▲ 


For  more  infomiadon  on  investing  in  Specialty  UitraVision,  Inc.,  please  use  the  Reader  Service  Card. 
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Beacon  Eye  Institute: 
Clearly  A  Vision  For  Success 


Bi 


Revenue  by  Quarter 

in  millions  of  dollars  (Canadian) 


1996 


eacon  Eye  Institute,  Inc., 
a  Canadian  corporation 
jwith  U.S.  subsidiary 
operations  headquartered 
in  Fort  Worth,  Texas,  commenced 
operations  in  November  1994, 
quickly  capturing  a  leadership 
position  in  the  revolutionary  field 
of  laser  vision  correction.  This 
technology,  designed  to  reduce 
dependence  on  glasses  and  contact 
lenses,  is  possibly  the  most  impor- 
tant innovation  to  emerge  in  eye 
care  since  the  contact  lens. 

Using  the  latest  approved  laser 
technology,  Laser-PRK™  (photore- 
fractive keratectomy)  procedures 
have  been  the  mainstay  of  the 
company  since  its  inception. 
Now,  Beacon  is  expanding  its  ser- 
vices to  include  LASIK  (laser- 
assisted  in-situ  keratomileusis), 
a  procedure  offered  by  some  of 
Beacon's  competitors. 

A  contingent  of  company  direc- 
tors and  medical  consultants  close- 
ly evaluated  both  patient  outcome 
data  and  the  progress  of  LASIK- 
associated  technologies  before 
adding  the  new  procedure. 

Beacon  Chairman  and  CEO 
Keith  Moore  notes,  "With  the  avail- 
ability of  new  microkeratome  sys- 
tems. Beacon's  team  of  medical 
advisors  is  now  satisfied  and  com- 
fortable that  LASIK  has  evolved  to 
the  point  it  can  be  perfoiTned  with 
consistent  high- 
quality  results." 
Both  Laser- 
PRK  and  LASIK 
procedures  treat 
nearsightedness, 
farsightedness 
and  astigmatism 
with  a  computer- 
driven  excimer 
laser  which 
emits  a  pulsing 
"cool"  beam  to 
gendy  reshape 
and  alter  the 
refractive  power 
of  the  cornea. 


New  Beacon  Communities 
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Vancouver 


Portland 


San  Mateo 
San  Francisco 

Beverly  HillaJ 
Orange  CountJ' 


Existing  center 
Expansion  target 


Minneapolis 

■' 
Milwaukee" 

•  Denver     Chicago  * 


a  Las  Vegas 
II  PtKienix 
LaNplla 


St.  Louis* 


Dallas/Ft.  Worth 


\Au.st)n 


San  Ai 


4    Houstoria 


•  Hawaii 

Maintaining  A  Competitive  Edge 

Beacon's  sophisticated  centralized 
operations  approach  incorporates  a 
sohd  business  systems  infrastruc- 
ture within  a  flexible  organization. 
The  state-of-the-art  Information 
Response  Center  (IRC)  in 
Mississauga,  Ontario,  is  the  nucleus 
of  Beacon's  computer  information 
systems,  networking  all  doctor, 
patient  and  consumer  contact 
throughout  North  America. 

Many  of  the  IRC  staff  have 
undergone  Laser-PRK  themselves, 
lending  additional  credibility  and 
insight  when  explaining  laser  vision 
con-ection  to  prospective  patients. 
The  IRC  has  logged  over  140,000 
calls  to  date  and  recorded  data 
from  73,000  interested  consumers 
into  a  proprietary  database. 

Marketing  Is  Key  To  Efforts 

To  establish  brand  name  awareness 
and  maximize  immediate  response 
in  new  markets,  Beacon  drives  its 
efforts  to  consumers  via  compre- 
hensive multi-media  advertising; 
offers  eye  care  professionals  train- 
ing &  certification  thixjugh  its 
Beacon  Laser  Associate  program; 
and  points  to  a  98%  patient  satis- 
faction rating  as  the  source  for 
sti'ong  word-of-mouth  refen-als. 

The  company  is  poised  for  rapid 
growth.  From  the  flagship  Toronto 
facility  to  nine  laser  vision  correc- 
tion centei-s  operating  in  the  U.S., 
Beacon  believes  its  operational 
footprint  offere  significant  cost 


advantages  and  economies  of  scale. 
Positioning  its  name  for  top-of- 
mind  consumer  awareness,  the 
company  characteristically  offers 
the  latest  proven  technologies  and 
top-rated  patient  care  standards. 

Corporate  Expectations 

Moore  is  convinced,  "The  approach 
we've  taken  in  establishing  a  high 
quality  of  service  and  care  in  our 
business  will  allow  us  to  compete 
with  anyone.  The  greatest  limita- 
tion to  growth  in  the  laser  vision 
correction  market  is  lack  of  con- 
siuner  knowledge,  but  judging  kom 
the  satisfaction  of  patients  treated 
in  Beacon  facihties  since  inception, 
breaking  this  barrier  is  only  a  mat- 
ter of  time. 

'If  you  suppose,  as  I  do,  that  at 
least  1  in  200  of  those  suffering 
from  nearsightedness,  astigmatism 
and  farsightedness  will  choose  laser 
vision  correction  each  year  -  then 
the  market  will  be  measured  in  the 
billions  of  dollars." 

Beacon  revenues  in  1996  were 
$5.0  million,  a  five-fold  increase 
over  1995.  Significantly,  for  the  first 
half  of  1997,  revenues  reached  $5.2 
million.  Moore  says  the  longer  each 
laser  center  is  in  operation,  "the 
more  volume  increases  exponential- 
ly v\ith  time."  By  the  yeai-  2000,  with 
maiket  potential  expected  to  exceed 
two  miUion  procedures,  projections 
of  a  billion  dollai"  companv'  in  the 
making  clearly  excite  this  forwai-d- 
looking  teclmolog;s'  innovator.  A 


For  more  iiifomiation  on  investing  in  BeaconEye  Inc.,  please  use  the  Reader  Service  Card. 
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Market  Shift  To  Specialty  Contact 
Lenses  Spurs  Growth  At  Wesley  Jesse 


Kevin  Ryan 
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Wesley  Jessen  VisionCare  Inc. 

333  East  Howard  Auenue 
Des  Plaines,  IL  60018-5903 

Investor  Contact: 

Bill  Murphy 

(3121 640-6764 

wgm@chi.frbd.com 

WJCO (NASDAfl) 

www.colorcontacts.com 
www.wjfreshlook.com 


esley  Jessen  is  the 
leading  marketer  of 
specialty  soft  contact 
lenses,  the  fastest  grow- 
ing segment  of  the  contact  lens 
industry.  Specialty  lenses,  which 
account  for  approximately  30  per- 
cent of  the  $2  billion  contact  lens 
market,  satisfy  special  wearer 
needs,  including  changing  or 
enhancing  eye  color,  correcting 
astigmatism,  or  making  it  possible 


a  38  percent  share  of  the  segment. 
Its  product  line  includes  the  num- 
ber one  brand  of  cosmetic  lenses 
that  change  eye  color;  the  number 
one  brand  of  specialty  sphere 
lenses,  offering  enhanced  comfort 
for  dry  eyes  and  protein  deposit 
resistance;  and  the  first  disposable 
soft  lens  offering  ultraviolet  pro- 
tection. Wesley  Jessen  torics  that 
correct  astigmatism  are  number 
two  in  the  market. 


October  1996  of  Pilkington : 
Hind,  the  third  largest  mani 
of  specialty  contact  lenses,  dou 
Wesley  Jessen's  revenue  base,  bro 
ened  its  product  line,  and  expan    : 
its  presence  in  international  mark 
which  currently  represent  appro 
mately  45  percent  of  the  compar 
total  sales.  Cost  reductions,  cona 
dation  efficiencies  and  a  redirect 
marketing  effort  have  contributec 
a  major  turnaround  in  profitabil 
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Wesley  Jessen's  aggressive  marketing  is  helping  to  drive  sales  of  specialty  contact  lenses. 


Total  Revehues 

in  millions  of  dollars    "  Jf0t^^ 
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1995 


1996 


for  dry  eye  patients  to  wear  con- 
tacts comfortably.  This  segment  of 
the  contact  lens  market  is  growing 
at  an  annual  rate  of  15  percent,  50 
percent  greater  than  the  clear  com- 
modity lens  segment.  With  a  rec- 
ognized focus  on  new  product 
innovations,  improved  margins 
through  cost  reduc- 
tions, and  a  major 
marketing  effort, 
Wesley  Jessen  is  well 
positioned  to  capital- 
ize on  these  favorable 
market  trends. 


Brand  Leader 

Specialty  lenses 
account  for  80 
percent  of  Wesley 
Jessen's  sales.  The 
company  is  the 
market  leader  in 
specialty  lenses  with 


1997 


New  Product  Development 

The  company,  which  was  founded 
in  1946,  has  a  reputation  for  prod- 
uct innovation  and  is  recognized  as 
a  pioneer  in  the  industry.  Its  new 
products  pipeline  of  specialty  lenses, 
many  scheduled  for  release  in  1997- 
1998,  includes  a  disposable  toric,  a 
soft  multifocal,  new  cosmetic 
options,  and  several  soft  lens  designs 
that  offer  UV  protection.  Extensive 
patents,  trademarks  and  intellectual 
property  protect  the  company's  spe- 
cialty lens  franchises,  and  through  a 
worldwide  distribution  network, 
Wesley  Jessen  products  are  sold  in 
approximately  40,000  locations  in 
more  than  75  countries. 

Acquisition  Gains 

A  di\ision  of  Schering-Plough  from 
1980  to  1995,  the  Wesley  Jessen  busi- 
ness was  acquired  by  Bain  Capital  in 
1995.  Wesley  Jessen's  acquisition  in 


mi 


firllll 

Inert 

k\m 
Sifi 


Revenues  for  1997  are  expected  tc 
reach  $279  million. 

Market  Growth 

Worldwide  soft  contact  lens  wear- 
ers currently  number  an  estimatec 
47  million,  and  the  market  is  grow 
ing — about  5  percent  a  year  in  the 
United  States,  8  percent  a  year  in 
Europe,  and  a  dramatic  10  percen 
plus  in  Asia  and  Latin  America. 
Analysts  predict  the  growth  in 
specialt\'  lenses — stimulated  bv  the 
introduction  of  new  products  cind 
growing  consumer  demand — to  be 
even  stronger. 

Wesley  Jessen  has  been  a  drivinj 
force  in  this  growth  market.  As  the 
company  builds  on  its  histor\'  and 
adds  to  the  array  of  product  option 
that  have  already  made  it  an  indus- 
try leader,  it  ensures  its  dominance 
in  the  global  market  for  specialty 
lenses.  ▲ 


For  more  information  on  investing  in  Wesley  Jessen  VisionCare  Inc.,  please  iise  the  Reader  Service  Card. 
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Allergan,  Inc. 

2525  Dupont  Drive 

P.O.  Box  19534 

Irvine,  CA  92623-9534 

(800)  347-4500 
Fax:  (714)  246-6987 

Investor  Contact: 
Joyce  Jameson 

Sr.  Investor  Relations 
Representative 
(714)  246-4636 

carpinfo@allergan.com 

AGN  (NYSE) 
www.allergan.com 


Allergan  Positions  Itself  For  Growth 
In  Specialty  Pharmaceuticals 


Worldwide  R&D  Investments 
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A  llergan,  Inc.  is  a  technology- 
/^  driven,  global  health  care 
f^\  company,  focused  on 
JL    M^  specialty  pharmaceuti- 
cal products  that  satisfy  unmet 
medical  needs.  Although  Allergan's 
eye  care  business  accounts  for 
about  90  percent  of  net  revenues, 
the  company's  research  and  devel- 
opment effort  is  concentrating  on 
targeted  diseases.  Targets  include 
glaucoma  and  retinal  disease,  catar- 
acts, dry  eye,  psoriasis,  acne,  anti- 
aging,  the  continuation  of  neuromus- 
cular disorders,  pain,  and  cancer. 

Founded  in  1948  and  headquar- 
tered in  Irvine,  California,  Allergan 
has  over  6,000  employees  and  sales 
of  more  than  $1.1  billion. 

Global  Focus 

Development  and  commercializa- 
tion of  technology  is  a  global  effort. 
International  sales  account  for 
about  60  percent  of  revenues. 
Allergan  is  aggressively  pursuing 
opportunities  in  emerging  markets, 
such  as  India,  China,  South 
America  and  Japan.  Allergan  has  a 
joint  venture  in  India.  In  China, 
where  Allergan  already  sells  prod- 
ucts, the  company  is  building  a 
new  manufacturing  facility.  In 
Latin  America,  Allergan  is  expand- 
ing its  business  by  making  acquisi- 
tions in  Argentina  and  Brazil  in  the 
area  of  ophthalmics  and  skin  care. 
Also,  the  compa- 
ny is  investing 
aggressively  in 
Japan,  the  sec- 
ond largest  oph- 
thalmic market 
in  the  world  and 
a  counti7  with 
great  potenticil 
for  Allergan 
products. 

Technology 

Allergan  is  com- 
mitted to  tech- 
nology and  dur- 
ing the  past  five 


Allergan,  Inc.'s  commitment  to  technology  -  Research  and  development  is  housed 
in  the  corporation's  150,000  square  foot  R&D  facility,  located  at  the  corporate 
headquarters  in  Irvine,  California. 


years  has  invested  more  than  $750 
million  into  its  technology  pipeline. 
Today,  that  pipeline  is  broad  and 
maturing.  The  company  is  reaping 
the  rewards  of  its  efforts  uath  the 
recent  introduction  of  two  impor- 
tant new  drugs:  Alphagan®  to  treat 
glaucoma,  one  of  the  leading  causes 
of  blindness  in  the  world;  and 
Zorac®ITazorac®  to  treat  psoriasis, 
a  skin  disorder  afflicting  up  to 
three  percent  of  the  world's  popula- 
tion. More  than  six  million  people 
are  afflicted  with  psoriasis  in  the 
United  States  alone. 

Allergan  continues  to  invest  in 
leading-edge  technologies  in  several 
areas.  In  retinal  disease,  Allei-gan 
formed  a  research  collaboration  to 
target  the  biological  processes 
involved  for  treating  age-related 
macular  degeneration,  the  leading 
cause  of  blindness  in  the  developed 
world,  affecting  13  million  people. 
Cuirently,  there  are  no  therapeutic 
options  for  this  disorder. 

Another  area  of  glaucoma- 
related  ophthalmic  research  that 
Allergan  pursues  is  neuroprotec- 
tion, which  aims  at  hmiting  loss  of 
vision  by  focusing  treatment  on  the 
optic  nerve.  Also,  with  no  cunent 
dmgs  approved  for  the  neuropro- 


tective treatment  of  glaucoma, 
Allergan  pui-sues  this  study  through 
another  research  collaboration. 
Early  chnical  data  have  shown  that 
the  compound,  memantine,  demon- 
strates a  neuroprotectiv  e  effect  on 
the  optic  nerve. 

Allergan  continues  to  invest  in 
leading-edge  technologies  such  as 
receptor-selecti\e  retinoids. 
Research  and  dex'elopment  at 
Allergan  will  continue  to  be  a  cor- 
porate priority  as  the  company 
seeks  out  future  technologies 
beyond  the  eye  and  skin  care 
markets.  As  the  company  expands 
into  other  emerging  maikets, 
Allergan  will  position  itself  as  a 
worldwide  leader  in  specialty 
phaiTnaceuticals. 

According  to  Chainnan  and 
CEO  William  C.  Shepherd,  the 
company  will  continue  to  embrace 
its  technology-based  growth  strate- 
gy. "With  breakthrough  products 
that  significantly  raise  the  thera- 
peutic index-that  is,  offer  an 
ever-higher  ratio  of  benefits  to 
side  effects-a  global  specialty 
pharmaceutical  company  like 
Allergan  can  gain  and  sustain  a 
long-term  competitive  ad\antage," 
Shepherd  says.  ▲ 


For  more  information  on  investing  in  Allci-gan,  Inc.,  please  use  the  Reader  Service  Gtrd. 
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TLC:  Clearly  Focused  On  Success 
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TLC  The  Laser  Center  inc. 

U.S.  Headquarters 

6701  Democracy  Blud.,  Ste.  200 

Bethesda,  MD  20817 

international  Headquarters 

5600  Enplorer  Or,  Suite  301 

lUississauga,  Ontario  L4VU4Y2 

Canada 

inuestor  Contact: 

Stepiien  Kilmer 

(800)  TLC-1033 

inuestor.relations@lzr.com 

LZRCF  (NASDAQ) 
LZR  (Toronto  Stock  Excliange) 

www.lzr.com 


From  left: 

Frances  Brotherhood,  EUP, 

Development  &  Networks 

Ronald  Kelly,  Legal  Counsel 

&  VP,  Acquisitions 

Elias  Uamvakas,  President,  CEO 

Dr.  Dauid  Eldridge,  EUP  Clinical  Affairs 

Peter  Kastelic,  CFD 

Madeline  Walker,  COD 

Gary  Jonas,  EVP,  Operations 


TLC  The  Laser  Center  Inc.  is  easily 
the  largest  provider  of  laser  vision 
con-ection  in  North  America  today. 
Operating  in  the  U.S.  and  Canada, 
the  company  cunently  lists  37 
refractive  centers,  1 1  affiliated  net- 
works and  15  new  markets  under 
developm-cnt. 

TLC  emphasizes  its  strong 
alliances  with  local  optometrists 
and  ophthalmologists,  currently  a 
network  of  miore  than  6,000  affiliat- 
ed doctors,  including  roughly  20% 
of  aU  optometrists  in  North 
America.  This  differs  from  its 
competitors  who  focus  on  patient 
marketing. 

"Our  strategy  has  paid  off.  We've 
been  doing  a  high  volume  of  proce- 
dures for  a  very  long  time,  which 

gives  us  a  huge  competitive 
advantage,"  says  Elias 
Vamvakas,  TLC  co-founder 
and  President^CEO. 

Vamvakas,  holding 
strong  management  and 
finance  credentials,  has 
directed  operations  since 
the  company's  start  in 
1993.  CofounderDr. 
Jeffery  J.  Machat  is  a  world 
renowned  refractive  surgeon,  pub- 
lished author  and  noted  researcher. 
Machat  is  credited  with  pioneering 
the  development  of  numerous 
excimer  laser  techniques  and  soft- 
ware employed  in  laser  vision  cor- 
rection procedures. 

TLC's  Lifetime  Commitment 

To  affirm  their  position  and  soHdify 
doctor-patient  relationships,  the 


TLC  Gross  Revenues 
by  Quarter 
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1996 
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TLC  CENTERS 

TLC  Refractive  Centers      "-     ■ 
Secondary  Care  '' 

Networks  and  Under  Development . 


TLC's  operations  cover  Nortli  America. 

company  recently  announced  an 
unprecedented  "Lifetime 
Commitment"  satisfaction  pro- 
gi'am.  A  long-tenn  pledge  of  free 
enhancement  procedures  to  ensure 
the  best  possible  visual  stability  is 
given  to  qualified  patients  who 
undergo  procedui'es  with  TLC 
doctors  and  return  to  their  eye 
doctors  for  annual  eye  exams. 

Profits  Through  Partnership 

Increased  volume,  convincing  clini- 
cal results  and  recent  FDA  approval 
allowing  excimer  laser  procedures 
in  the  U.  S.  are  all  fueling  the  rise 
in  TLC's  revenues.  A  stellar  indus- 
try reputation  and  clinical  staff 
expertise  contribute  to  the  compa- 
ny's dominant  leadership  stance. 
But  Vamvakas  believes  TLC's  oper- 
ating philosophy-gaining  strength 
by  affiliation,  maintaining  quality 
care  through  strict  controls,  and 
ultimately  holding  claim  to  a 
majority  market  share-is  key  to 
long-term  growth  and  profitability. 
TLC's  m.edical  infrastructure  links 
its  doctors  to  the  centers,  while 
estabHshed  secondary  care  clinics 
offer  treatment  for  other  vision  dis- 
orders. 

Forward-Looking  Focus 

For  TLC,  excimer  laser  technology 
to  correct  nearsightedness,  farsight- 
edness and  astigmatism  is  the  cur- 
rent methodology'  of  choice.  As  an 
innovator  in  setting  protocols  for 
this  emerging  technology,  TLC 
holds  patents  on  new  treatment 


procedures  and  keeps  its  pulse  c 
evohing  technology'. 

TLC  is  the  first  to  offer  online 
real-time  financial  transactions 
through  its  Internet-based  Eye  C 
Network,  providing  TLC's  netwo 
of  doctors  with  leveraged  group 
purchasing  power.  Rounding  ou 
its  offerings  are  vision  programs 
under  development  for  managed 
care  providers  through  Partner 
Provider  Health  Inc.,  a  TLC  sub- 
sidiary. 
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Strong  Financial  Growth 

Recognized  as  one  of  three  top-p( 
forming  IPOs  on  the  Toronto  Sto 
Exchange  the  year  it  was  listed 
(1996),  TLC  has  raised  more  than 
$55  million  to  fund  U.  S.  expansic 
As  U.S.  centers  mature,  they  will 
add  to  the  company's  growing  rev 
enues.  TLC's  Canadian  operatiom 
have  been  extremely  profitable 
since  inception. 

TLC  marked  a  year  of  very  stroi 
growth  in  1996  with  development 
laser  centers  throughout  North 
America.  The  company's  gross  rev-! 
enues  jumped  from  $1.1  million  ir 
1994  to  $4.6  million  in  1995,  then 
from  $16  million  in  1996  to  more 
than  $47  million  in  1997. 

Vamvakas  believes,  "Our  domi- 
nant market  shai"e,  huge  network  i 
doctors,  and  significant  clinical 
experience  put  TLC  in  a  uniquely 
strong  position,  not  only  to  succee 
but  to  dominate  refractive  surgery 
throughout  the  world. "  A 
All  figures  are  in  Canadian  dollars. 
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For  more  information  on  investing  in  TLC  The  Laser  Center  Inc.,  please  use  tfie  Reader  Service  Card. 
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BAUSCH 
&LOMB 

lausch  &  Lomb  Incorporated 
One  Bausch  &  Lomb  Place 
Rochester,  NY  14604-2701 

Investor  Contact: 

11     Angela  J.  Panzarella 
I    UP,  Investor  Relations 
I        (718)  338-6025 
18panzarella@bausch.com 
request  financial  information, 
call  toll-free: 
(888)  884-8702 

BOL  (NYSE) 
www.bausch.com 


Bausch  &  Lomb's  Vision: 

Number  One  In  The  Eyes  Of  The  World 


business  Segments' 
lontrib^fn  to  Sales 


Pharmaceuticals 


ausch  &  Lomb  is  looking 
to  expand  its  leading  posi- 
tion in  products  that  go  in 
or  on  the  eye  through  a 
focused  global  strategy  encompass- 
ing expansion  of  its  current  eye 
care  businesses,  as  well  as  the  pur- 
suit of  promising  new  opportunities 
within  the  $25  billion  global  eye 
care  market. 

Bausch  &  Lomb's  heritage  is  eye 
care,  and  it  is  here  that  the  compa- 
ny can  drive  competitive  advantage 
with  customers  and  consumers 
around  the  world.  In  pursuing  this 
focused  strategy,  the  company's 
new  management  team  has 
embarked  on  an  aggressive  pro- 
gram to  realign  its  portfolio 
through  strategic  acquisitions  as 
well  as  divesting  non-core  busi- 
nesses. In  addition,  the  company  is 
now  managing  its  product  lines  on 
a  global  basis,  allowing  it  to  elimi- 
nate redundant  operating  struc- 
tures and  streamline  administrative 
functions.  The  result:  a  global 
strategic  focus,  greater  flexibility 
and  responsiveness,  and  the  invest- 
ment of  resources  in  growth  rather 
than  organizational  duplication. 

VISION  CARE:  Contact  Lens 
and  Lens  Care  Products 

Bausch  &  Lomb  is  the  worldwide 
leader  in  revenues  from  contact 
lenses  and  lens  care  products.  The 
unsuipassed 
breadth  of  its 
product  line 
gives  it  a  unique 
advantage  to 
compete  in 
evolving  global 
mai'kets.  New 
participation  in 
the  single-use 
lens  segment, 
breaking  ground 
in  lenses  for 
long-term  con- 
tinuous wear, 
and  the  intro- 
duction of  a 


next-generation  ReNu®  lens  care 
solution,  will  accelerate  the  compa- 
ny's effort  to  satisfy  consumer 
demand  for  more  convenient  and 
healthy  lens  wearing  systems. 
Bausch  &  Lomb  also  plans  to  lever- 
age its  extremely  strong  brand  equi- 
ty position  by  investing  in  con- 
sumer advertising  to  build  on  a 
business  segment  that's  already 
approaching  $  1  billion. 

EYEWEAR:  World  Leadership 
in  Premium  Sunglasses 

With  its  portfolio  of  strong  brands, 
including  Ray-Ban®  and  Revo®, 
Bausch  &  Lomb  is  solidly  posi- 
tioned to  compete  in  the  global 
market  for  premium  sunglasses, 
which  is  gi'owing  at  approximately 
8%  each  yeai\  The  company  is  in 
the  process  of  restructuring  its  sun- 
glass product  supply  processes  to 
reduce  costs  and  enhance  its  flexi- 
bility to  react  quickly  to  changes  in 
consumer  demand.  Bausch  & 
Lomb  is  also  reallocating  overhead 
savings  to  new  products  and  inno- 
vative marketing  programs,  to 
peipetuate  Ray-Ban  as  the  global 
icon  of  quality  and  timeless  design. 

PHARMACEUTICALS: 
Proprietary  and  Generic 
Ophthalmic  Products 

Bausch  &  Lomb's  phaimaceuticals 


business  benefits 
from  brand  equity 
with  professionals 
and  consumers, 
breadth  of  product 
Hne,  and  the  ability  to 
quickly  bring  regulat- 
ed products  to  mar- 
ket. Growth  of  this 
business  will  be  dri- 
ven by  the  aggressive 
pursuit  of  collabora- 
tive development  of 
proprietary  products, 
as  well  as  leveraging 
Bausch  &  Lomb's 
existing  structure  to 
expand  to  markets 

outside  current  bases  in  the  U.S. 

and  Germany. 

HEALTHCARE:  Profits  Fuel 
Core  Business  Growth 

Charles  River  Laboratories,  the 
leader  in  purpose-bred  animals  for 
medical  research,  generates  excel- 
lent earnings  and  cash  flow. 
Miracle-Ear®  is  the  strongest  brand 
name  in  hearing  aids,  and  is  mak- 
ing an  impressive  turnaround  to 
growth  and  profitability'.  In  the  skin 
care  business,  Curel®  is  the  fastest 
growing  therapeutic  hand  and  body 
lotion  in  the  U.S.  While  the  busi- 
nesses in  this  segment  do  not 
direcdy  support  Bausch  &  Lomb's 
eye  care  strategy,  they  are  indepen- 
dently managed  and  enhance  the 
company's  overall  financial  perfor- 
mance. 

Bausch  &  Lomb's  vision  -"Num- 
ber One  in  the  Eyes  of  the  World"- 
expresses  the  company's  new  direc- 
tion and  alignment  behind  a  com- 
mon goal.  "But,  in  many  respects,  it 
also  reflects  what  Bausch  &  Lomb 
is  today,"  says  CEO  Bill  Caipenter. 
"I  can  think  of  no  company  that 
generates  greater  revenues  from 
eye  care.  Our  goal  is  to  build  on 
this  position  thiough  innovative 
new  products  that  rcspond  to  the 
eye  cai^e  needs  of  consumers 
ai'ound  the  world."  ▲ 


For  more  information  on  investing  in  Bausch  &  Lomb  Incorporated,  please  use  the  Reader  Service  Card. 
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C.  Russell  Trenary  III 
President  &  CEO 


SUNRISE 

TECHNOLOGIES 


Sunrise  Dechnologies 

International,  Inc. 

472G5  Fremont  Boulevard 

Fremont,  CA  94538 

(510)  623-9001 

Fax:  (5101  623-9008 

(800)  789-4949 

SNRS  (OTC) 

Company  Contact: 

Susan  Lorigan 

(510)  823-9001 

Fax:  (510)  623-9008 

(800)  789-4949 

e-mail:rtrenary@sunrise-tech.com 

www.sunrise-tech.com 


Magnified  post-operative 
view  of  treatment  through 
microscope. 


Sunrise  Technologies- 

A  New  Dawn-A  New  Company 


onrise  Technologies 
International,  Inc.,  once  the 
best-kept  secret  in  ophthal- 
mology, faces  the  future 
"totally  and  utterly  redefined," 
according  to  C.  Russell  Trenarv'  III, 
President  and  CEO. 

"Our  simple  and  elegant 
methodolog}'  addresses  perhaps 
the  largest  audience  of  potential 
patients  in  the  history  of  ophthal- 
molog}',"  says  Trenarv'.  Ha\ing 
recently  undergone  full-scale 
repositioning,  launching  a  "com- 
pelling technology  that  meets  the 
clinical  and  economic  needs  of 
surgeons  and  patients  dealing 
with  hyperopia"  is  top  priority. 

Sunrise  holds  a  patent  for  a 
method  of  shrinking  corneal  colla- 
gen using  a  Holmium:YAG  laser. 
"This  treatment  has  the  potential  to 
transfoim  how  we  treat  patients 
with  hyperopia,  presbyopia  or  sur- 
gically-induced hyperopia,"  accord- 
ing to  Dr.  Douglas  Koch,  CuUen 
Eye  Institute,  Baylor  College  of 
Medicine,  Houston,  TX. 

Dr.  Alan  Aker,  Aker-Kasten 
Cataract  and  Laser  Institute,  Boca 
Raton,  PL,  agrees.  "This  revolution- 
ary procedure  comes  just  in  time 
for  baby  boomers  whose  farsighted- 
ness makes  them  more  miserable 
than  nearsighted  patients.  With  this 
technique,  virtually  every  patient 
sees  an  immediate  improvement." 
And,  he  reasons,  ophthalmologists 
hit  hard  by  reductions  in  cataract 
fees  "will  seize  upon  this  technolo- 
gy to  offset  their  losses." 

Management  Experience  Is  Key 

It  might  be  difficult  to  imagine  how 
a  company  foimded  to  market 
dental  products  could  tindergo 
"dramatic  transformation"  to 
become  an  organization  jocke\ing 
for  position  in  the  ophthalmic 
refracti\e  surgery  market.  But  the 
stage  was  set  when  Trenary  joined 
Sunrise  in  mid-1996. 

After  1 5  years  in  the  ophthalmic 
industry,  rising  through  the  ranks 


at  Allergan,  Inc.,  to  become  Senior 
VP/GM  of  the  $180  million 
ophthalmic  surgical  devices  group, 
Trenaiy  assumed  leadership  at 
Sunrise  upon  divestiture  of  its 
dental  operations  in  June  1997. 
Trenary  emphasizes  the  strength 
lies  in  his  management  group,  a 
"battle-seasoned  team  vdth  over 
100  years  ophthalmic  management 
or  laser  experience."  Furthermore, 
the  company  enjoys  a  rock-solid 
base  of  support  from  ophthalmol- 
ogists keen  on  this  new  minimally- 
invasive  refractive  sirrgerj' 
technology. 

Heating  Up  The  Competition 

Sunrise  utilizes  proprietary  patent- 
ed processes  to  perform  what  they 
call  ComeaSparing"'  laser  thermal 
keratoplasty  (LTK)*.  The  FDA  has 
approved  enrollment  of  228 
patients  in  trials  to  evaluate  clinical 
safety  and  efficacy.  To  date,  results 
regarding  "stabilit\-  of  effect" 
exceed  FDA  criteria  for  refi'active 
lasers  and  clinicians  are  pleased 
with  the  data  on  \isual  acuity. 
These  restilts  come  from  o\'er  half  a 
dozen  surgeons  representing  a 
Who's  Who  of  Ophthalmology'. 

The  Sunrise  procedure  differs 
markedly  from  excimer  laser  pro- 
cedures (PRK  and  LASIK),  and 
traditional  incisional  surgeries 
(RK).  Two  rings  of  laser  energ\', 
applied  in  just  1.4  seconds  each, 
heat  collagen  in  the  cornea,  induc- 
ing uniform  and  immediate  transi- 
tion. Eye  tissue  is  neither  cut  nor 
removed. 

An  Extraordinary 
Market  Potential 

Statistically,  31%  of  the  initial  tar- 
geted market  over  40  years  old  in 
the  Americas  and  Western  Europe, 
or  approximately  200  million  peo- 
ple, are  candidates  for  the  Sunnse 
procedure.  Coinciding  with  the 
groundswell  population  of  baby 
boomers.  Sunrise  believes  this 
refractive  surgerv'  breakthrough 


offers  significant  revenue  st 
potential  and  opportunity  for 
stock  growlh. 

In  1996,  re\enues  of  $5.6 
Hon  returned  a  $5.9  million  ne 
loss,  a  result  of  dental  business  | 
losses,  coupled  v\ith  outlays  fed 
product  development,  market 
and  cHnical  trials  of  the  opht 
mic  business.  Working  capital 
increased  $9.6  million  in  1997, ' 
fueled  by  the  dental  asset  sell-ol 
and  pri\'ate  placement  funding.! 
Notably,  over  half  of  the  private 
placement  proceeds  came  from] 
ophthalmologists  -  those  select  ] 
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few  who  participated  in  trials, 
saw  the  data,  or  were  alerted  to 
the  new  technology. 

"In  my  first  year,  we  hired  a 
new  management  team,  and  are 
poised  to  begin  the  final  phase  o 
our  FDA  study.  The  most  com- 
pelling data  point  regarding  our 
future  is  that  doctors  performing 
the  procedure  are  in\"esting  in 
Sunrise,"  says  Trenary.  "Our 
management  team  is  uncondi- 
tionally committed  to  success. 
The  best-kept  secret  in  ophthal- 
mology is  coming  out."  A 
*Caution-Investigational  Device:  Feden 
law  restricts  this  device  to  investigalioru 
use  in  the  U.  S. 


idth 


For  more  information  on  investing  in  Sunrise  Technologies  International,  Inc.,  please  use  the  Reader  Service  Card. 
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SPECIAL  ADVERTISING  SECTION 


Thomas  M.  Loarie 
Chairman,  CEO  and  President 

We  believe  the  KeraUision 

Ring  is  unique  because  of 

»  potential  to  permanently 

correct  vision  without 

permanently  changing 

the  eye." 


KeraUision,  Inc. 

48630  Milmont  Drive 

Fremont,  CA  94538 

Toll-tree  (888)  537-2847 

Fax  (510)  353-3030 

infa@keravision.com 

KERA  (NASDAB) 

www.keravision.com 


For  investor  information, 

write  or  call  toll-free  for  an 

investor  kit, 

(888)  557-2847 


Preliminary  clinical  results  for  the  KeraVision  Ring: 

Nearly  Half  Of  Nearsighted  Patients 
Achieved  Better  Than  20/20  Vision 


^ 


K 


era  Vision,  Inc.  is  devel- 
oping a  possible  alter- 
native to  eyeglasses, 
.contacts  and  vision  cor- 
rection surgery  techniques  that 
permanently  alter  people's  vision. 
The  KeraVision  Ring  is  an  investi- 
gational medical  device  undergo- 
ing cHnical  study  in  the  U.S.  for 
treating  nearsightedness. 

In  Europe,  Kera Vision's  tiny, 
clear,  removable  ring  has  been 
approved  for  treating  nearsighted- 
ness throughout  the  1 5-nation 
European  Union. 

Results  Of  The  U.S. 
Clinical  Trial 

More  than  1 ,000  KeraVision 
Ring  procedures  have  been 
performed  on  nearsighted 
patients  in  the  U.S.  as  part  of  an 
ongoing  FDA-regulated  clinical 
trial.  Some  22  million  adult 
nearsighted  Americans  potentially 
could  benefit  from  Kera  Vision's 
product,  according  to  industry 
estimates. 

In  a  recent  study  of  a  small 
group  of  nearsighted  patients, 
preliminary  results  indicate  that 
nearly  half  achieved  better  than 
20/20  correction  when  treated 
with  the  KeraVision  Ring.*  In  the 


Preliminary  vision  correction  resi 
with  the  KeraVision  Ring* 

97%  of  patients  achieved 
20/40  or  better' 


As  based  on  a  limited  clinical  trial  of  113  nearsighted  patients 

f  Pie  standard  in  most  stales  for  receivhif^  a  driver's  license  without  having  lo  wear  conective  tenses. 


same  study  group,  97  percent 
achieved  20/40  vision  or  better— 
the  standard  in  most  states  for 
receiving  a  driver's  license  with- 
out having  to  wear  corrective 
lenses. 

What  "Removability"  Means  To 
Potential  Consumers 

In  limited  cases  where  the 
KeraVision  Ring  was  removed, 
eyes  returned  to  their  approxi- 
mate original  \'ision.  KeraVision 
believes  that  removability  could 
change  the  market  for  vision  cor- 
rection surgery  since  it  could  pro- 
\ade  flexibility  for  consumers  in 
the  event  their  vision  changes 
with  age. 

Unlike  existing  procedures, 
the  KeraVision  Ring  does  not 
require  cutting  or  removing 
tissue  from  the  central  optical 
zone  — the  critical  area  for  clear 
vision.  The  intent  is  to  reshape 
the  clear  tissue  at  the  very  front 
of  the  eye  (the  dome-shaped 
"window")  without  irreversibly 
altering  the  eye. 


Above:  The  KeraUision  Ring  is  designed 
to  remain  permanently  in  the  eye  with- 
out maintenance,  yet  studies  show  it 
also  can  be  remowed  by  the  surgeon  in 
a  brief  outpatient  procedure. 

Left:  The  KeraUision  Ring  after  place- 
ment in  the  eye. 

A  Pioneering  Technology  That 
Deserves  A  Close  Look 

Efforts  are  under  way  to  develop 
KeraVision's  core  technology  to 
treat  common  \ision  problems  in 
addition  to  nearsightedness.  A 
group  of  farsighted  patients  has 
been  treated  with  the  KeraVision 
Ring  and  additional  studies  are 
planned.  A  product  to  potentially 
treat  astigmatism  is  in  early  clini- 
cal study. 

As  the  company  builds  its  busi- 
ness in  Europe,  moves  forward  in 
U.S.  clinical  studies,  and  develops 
possible  additional  uses  for  its 
core  technology,  KeraVision  is  a 
vision  coiTection  company  that 
deserves  a  close  look.  A 

*  Based  on  preliminary  U.S.  Phase  III 
clinical  study  results  on  1 13  patients 
who  were  treated  with  the  KeraVision 
Ring  for  low  nearsightedness  (i.e.,  -1.0 
to  -3.5  diopters  of  correction).  The 
company  plans  to  seek  FDA  approval 
to  expand  the  U.S.  Phase  III  trial  to 
include  the  study  of  moderate  near- 
sightedness (-3.5  to  -5.0  diopters). 


CAUTION-Investigationai  device.  Limited  by  United  States  law  to  investigational  use. 

For  more  iiifonnation  on  investing  in  KeraVision,  Inc.,  please  use  the  Reader  Service  Card. 


THE     ZOD     BEST     SMALL     COMPANIES     IN     AMERIC 


More  than  a  strong  showing  on  a  computer  printout  is  needed 
to  make  this  year's  200  Best  Small  Companies  list 

Lies,  damn  lies  and 
corporate  growth  rates 


By  Eric  S.  Hardy  and  Steve  Kichen 


The  computer  makes  the  first  cut  in  picking  names  for 
Forbes'  annual  survey  of  the  200  Best  Small  Companies 
in  America.  (See  box,  p.  207,  for  details  on  our  rules.) 
There  are  6,000  companies  that  fall  in  our  target  range  of 
revenues  between  $5  million  and  $350  million.  This  year 
we  set  criteria  for  return  on  equity  and  sales  and  earnings 
growth  that  pared  that  huge  number  down  to  about  400 
compames.  Then  began  the  handwork — carefully  picking 
dirough  the  list  to  cull  out  companies  widi  fluky  numbers 
or  with  flaws  such  as  serious  litigation  problems  or  exec- 


206 


utives  with  a  shady  history.  We  tossed  out  a  number  of 
companies  because  we  suspected  their  high  profit  margins 
wouldn't  last. 

At  first  blush,  Santa  Clara,  Calif -based  Intevac  would 
seem  a  perfect  choice  for  our  200  Best  Small  Companies 
list.  Intevac  makes  the  equipment  that  is  used  to  manu- 
facture computer  disk  drives.  It's  a  growing  business,  and 
Intevac's  numbers  reflect  that.  Over  the  past  five  years 
earnings  have  grown  over  100%  a  year,  while  sales  growth 
averaged  45%  a  year.  Unfortunately,  the  good  times  may 
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be  over.  On  Aug.  12  the  company  conceded 
its  third-quarter  revenue  would  "decline  sub- 
stantially" from  the  second  quarter.  No  200 
Best  for  Intevac. 

Blonder  Tongue  Laboratories,  a  provider  of 
closed-circuit  cable  television  equipment,  is 
not  found  in  the  tables  starting  on  page  208, 
even  though  it  popped  up  on  our  screens. 
Buried  in  Blonder's  financial  statements  are 
notes  that  the  company  is  now  run  by  several 
executives  who,  in  the  Eighties,  were  associ- 
ated with  a  dicey  cable  equipment  maker 
called  Texscan. 


A  computer  gave  us 
the  best  small 
company  candidates. 
Then  we  cut  out 
the  losei^  by  reading 
10-Ks,  annual 
reports  and  other 
financial  statements. 


Best.  Miller  has  come  under  fire  recently 
from  a  class-action  lawsuit  that  charges 
accounting  irregularities,  fi-ont-loading  sales 
and  other  improprieties.  Moreover,  there 
was  heavy  insider  selling  over  the  last  year. 
This  year,  no  Miller. 

Call  it  snobbery,  but  there  are  some 
businesses  we  just  don't  like.  We  knocked 
off  companies  that  make  their  living  spon- 
soring 900  telephone  numbers,  running 
rent-to-own  fiarniture  and  appliance  stores, 
or  offering  financial  services  to  lousy  risks. 
This  knocked  off  the  likes  of  Quintel  Direct 


By  the  numbers,  Lithia  Motors  also  showed  up  on  our  Marketing,  Renter's  Choice,  First  Alliance,  WFS  Financial 

preliminary  printouts.  The  Medford,  Ore. -based  auto  and  Alrenco. 

dealership  sports  a  five-year  average  return  on  equity  of  What  trends  show  this  year?  No  fewer  than  50  compa- 

over  100%.  On  closer  examination,  Lithia's  sterling  five-  nies,  or  25%,  of  this  year's  crop  earn  their  living  with  com- 

year  profitability  was  largely  a  fiinction  of  its  performance  puter-related  services.  Our  first  200  Best  in  1987  had  11% 

prior  to  its  December  1996  initial  public  offering,  when  computer-related  firms. 

it  had  minuscule  amounts  of  equity.  Going  forward,  This  year's  200  Best  list  contains  124  companies  that 

Lithia's  return  on  equity  is  likely  to  drop  to  the  low  weren't  on  last  year.  Of  those  that  dropped  off,  some 

teens — or  even  to  single  digits.  graduated  (see  p.  138),  some  were  merged  and  some 

Miller  Industries  was  on  last  year's  200  Best  Small  simply  failed  to  make  the  grade  this  time. 

Company  Honor  Roll.  This  year  it  is  right  off  the  200  It's  slippery  up  there.                                                  WM 


Who's  eligible 


Forbes'  annual  list  of  the  200  Best  Small 
Companies  in  America  is  restricted  to  pub- 
licly traded,  U.S. -based  corporations  with 
latest  12-month  sales  of  at  least  $5  million 
but  no  more  than  $350  million.  Earnings 
must  be  at  least  $1  million  for  the  12-month  period. 

We  don't  consider  publicly  traded  limited  partner- 
ships, real  estate  investment  trusts  or  closed-end  mutual 


funds.  In  addition,  we  drop  banks,  savings  and  loans  and 
electric  utilities. 

In  order  to  eUminate  thinly  traded  stocks,  we  require 
average  daily  trading  volume  of  at  least  1,000  shares. 
Any  company  whose  shares  sell  for  under  $5  is  not  con- 
sidered. The  same  goes  for  companies  with  stock  prices 
that  have  performed  in  the  bottom  tenth  percentile  of 
all  public  companies  over  the  past  12  months. 


Profitability 


Companies  are  ranked  by  their  five-year  average  return  We  drop  companies  in  which  latest  reported  quarter- 
on  equity.  This  year's  minimum  is  14%.  ly  earnings  and  12 -month  earnings  are  lower  than  they 

Five-year  returns  on  equity  in  excess  of  100%  are  were  for  the  same  period  one  year  ago. 

expressed  as  100%-i-.  We  also  require  five-year  average  Companies  are  also  dropped  if  their  long-term  debt 

sales  and  earnings  growth  per  share  of  at  least  15%  and  exceeds  their  stockholders'  equity  or  if  their  equity 

8%,  respectively.  is  negative. 


All  companies  must  have  earned  at  least  $1  million  in  had  initial  public  offerings  during  the  1990s  and  have 
net  income  for  the  past  12  months  and  cannot  have  not  been  public  for  a  full  five  years,  we  consider  data 
posted  losses  (on  an  operating  basis)  during  any  of  the  from  the  period  when  the  company  was  private,  as  pro- 
four  latest  fiscal  years.  Because  many  of  these  firms  have  vided  in  stock  offering  prospectuses. 


The  principal  data  source  for  the  200  Best  Small  Com-  Earnings  estimates  come  courtesy  of 

panics  in  America  is  Investors  Business  Daily,  published     ibes  Inc.  Executive  compensation  data 
by  Los  Angeles-based  William  O'Neil  &  Co.  were  collected  by  Forbes. 
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Company  (consecutive  years  on  list) 
business 

Recent 
price 

Est 
1998 
EPS 

Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 

Debt/ 
equity 

Growth 

Sales                   EPS 
5-year     latest      5-year    latest 
average      12       average     12 
mos                   mos 

Sales 

latest 
12 

mos 
($mil) 

Net 
income 

latest 

12 

mos 

($mil) 

Market 
value' 

(Smil) 

Panavision* 

designs  &  manufactures  high-precision  film 
camera  systems  for  motion  pictures  &  television 

$21.88 

$0.84 

100.0+% 

18.6% 

59% 

20%       46%        51%     80.0% 
leisure  &  entertainment 

$144 

$17.3 

$397    i 

Abacus  Direct^ 

information  &  marketing  research 
services  for  the  catalog  industry 

32.38 

0.88 

100.0  + 

52,7 

0 

81          91           69 
business  services 

80.0 

23 

5.3 

310   i 

Eagle  USA  Airfreight^ 

airfreight  forwarding  &  other 
logistics  &  transportation  services 

35.50 

1.13 

100.0  + 

30.3 

0 

62          59           90 
air  freight 

46.4 

258 

15.3 

638    \ 

JDA  Software  Groups 

enterprise-wide  information                          i 
management  software  for  retailers                 \ 

39.25 

1.25 

83.1 

19.7 

0 

32          77           17 
computer  software 

46.2 

66 

9.6 

516    i 

Eltron  international 

designs,  manufactures  &                             i 
markets  barcode  label  printers                     ; 

34.00 

2.09 

70.9 

25.8 

2 

158          34           60 
computer  equipment 

83.5 

97 

11.2 

251    : 

Renal  Care  Groups 

dialysis  &  ancillary  services                          j 
to  patients  with  kidney  disease                      ; 

34.75 

1.17 

70.1 

16.4 

0 

49        -40           11 
medical  services 

35.0 

73 

15.4 

787    i 

Safeskin  (2)+ 

disposable  latex  gloves                               i 

for  the  medical  profession                             ; 

44.25 

1.55 

66.5 

31.7 

0 

46          22           29 
medical  products 

50.0 

163 

32.6 

1,157    ; 

Sterling  Commerce^ 

software  &  services                                    j 
for  electronic  commerce                                ; 

36.81 

1.26 

60.6 

57.1 

0 

31          30           57 
computer  software 

27.4 

322 

79.0 

3,300    i 

"I  don't  think  there's  anybody  in  this  company 
who  would  be  afraid  to  give  me  a  call  and  tell 
me  what  they  think,"  says  Childtime  Learning 
Centers'  Harold  Lewis. 


I'l 


^Q  Apollo  Group  (2)^ 
university 
3     for  working  adults 

43.38 

0.79 

56.5 

37.4 

2 

29          33          104 
education 

52.6 

266 

30.2 

2,194    ; 

^Q  Metro  Information  Services^ 

information  technology  consulting 
■     &  custom  software  development 

21.63 

0.73 

52.1 

60.6 

0 

27          31           25 
computer  services 

45.5 

129 

6.7 

320    : 

^n  SPSS' 

develops,  markets  &  supports 
■     statistical  software  products 

25.00 

1.84 

48.7 

32.0 

0 

23          12           10 
computer  software 

50.8 

89 

8.5 

194    i 

^Q  Forrester  Research' 

independent  research  on 
■     computer  &  technology  industries 

27.63 

0.74 

45.8 

12.7 

0 

49          69           54 
business  services 

92.6 

32 

4.3 

231     : 

^Q  American  Coin  Merchandising' 

owns  &  services  coin-operated 
■     skill-crane  gaming  machines 

16.25 

0.88 

44.7 

29.8 

38 

52          59           85       56.1 
leisure  &  entertainment 

48 

3.5 

89    i 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list. 

*lncludes  all  share  classes.  Initial  public  offering  within  last  five  years.  NA;  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Information  Services;  IBF.S  Express. 
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At  work  in  almost  every  aspect  of  life  worldwide, 
you'll  find  a  British  engineering  company  called  Siebe. 
Our  process  control  systems  help  produce  and  bottle 
millions  of  gallons  of  lager,  making  the  process  as 


smooth  as  the  product  itself  Beyond  the  world's 
breweries,  our  innovations  stretch  from  cookers  to 
compressors,  from  semi-conductors  to  power  controls. 
And  we're  in  the  most  important  place  of  ail.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House,  2-4  Victoria  Street. Windsor,  Berkshire  SL4  lEN,  England,  Tel.  +44  1753  85541 1,  Siebe  Inc,  33  Commerxial  Street,  Foxboro,  MA  02035  USA.  Tel.  1 -888-FOXBORO. 

For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 
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WORK  THE  WEB' 
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E  INTRANET  THAT 


IN  THE  DIRECTION 


OF  YOUR  BUSINESS  >^  NO  MATTER 
HOW  OFTEN  YOU  CHANGE  COURSE 


llNTRODUCING  THE  LOTUS  DOMINO  INTRANET  STARTER  PACKT  Admit  it.  An 

I  Internet  connection  is  no  longer  a  luxury.  It's  the  biggest  necessity  your  business  has 

today.  But  once  you're  connected,  how  can  you  make  the  Internet  work  for  your  business? 

An  intranet  brings  the  power  of  the  Internet  in-house  to  speed  communication,  boost 
efficiency  and  streamline  your  business.  Now  it's  quick  and  easy  to  set  up  a  customized 
intranet  in  your  company.  In  a  couple  of  days,  you  can  roll  out  a  comprehensive  business 
solution  that  enables  your  people  to  really  work  together  over  the  Web.  Questions  get 
answered,  decisions  get  made,  and  your  products  or  services  actually  get  sold. 

DESIGNED  SPECIFICALLY  FOR  SMALL  AND  MIDSIZED  EMPIRES.  Domino 
Intranet  Starter  Pack  is  designed  for  companies  that  don't  have  a  staff  of  programmers. 
Or  an  endless  IT  budget.  Select  from  twelve  business  applications  to  create  an  intranet 
tailored  to  the  needs  of  your  business.  The  E-mail  and  Calendaring  &  Scheduling  features 
are  great  places  to  start.  Then  add  Contact  Management,  Document  Library  and  Company 
Forms.  Domino  Intranet  Starter  Pack  is  based  on  the  award-winning  Domino™  server,  so 
you'll  be  able  to  customize  and  add  to  your  intranet  as  your  company  evolves.  Intranets 
are  the  new  course  of  business.  And  Lotus  can  help  you  pave  the  way.  To  find  out  more 
about  Domino  Intranet  Starter  Pack,  ask  your  VAR  for  details.  Or  call  1  800  872-3387, 
ext.  D445,  or  visit  our  website  at  www.lotus.com/worktheweb 


THE  FEATURES  GROWING 
COMPANIES  NEED 


T 


SEND  AND  RECEIVE  E-MAIL 

ACCESS  INFORMATION 

DISCUSS  ISSUES  ONLINE 

MONITOR  PROJECT  STATUS 

PUBLISH  ONLINE  CATALOGS 

MANAGE  ACCOUNTS 

POST  JOB  OPPORTUNITIES 

AUTOMATE  COMPANY  REPORTS 


Lotus 


Working  Together* 


In  CanaSa,  tall  1 800  CO  lOIUS.  ©  199?  Lotus  Dcvelopmenl  Corpcialion.  55  Cambriitje  Paitay,  Camliiiilge,  M»  02142.  All  iighls  leseived,  lolos  and  Wotliing  logelher  are  regisleied  Itademath  and  Oomino,  Domino  Inlianel  Starter  Pad  and  Wort  the  Web  are  trademarts  ol  lotus  Development  Corp 


IHt     ZnO     BEST     SMALL     CDMPaNIES     IN     AMERICa 


Company  (consecutive  years  on  list) 
busmess 


Growth 


Profitability  Growth  Sales     Net     Market 

income  value' 

Recent     Est        Return  on  equity  Debt/            Sales                    EPS  latest  latest 

price     1998       5-year       latest  equity      5-year     latest  5-year    latest  i; 

EPS      average        12                  average       12  average      12  mos        mos 

mos                                mos                   mos  ($mil)  ($mil)     ($mil) 


^Q  Consolidated  Products' 

^^  operates  &  franchises 
■     "Steak  'n  Shake"  restaurants 

$19.63 

$1.19 

42.9% 

26.5% 

62% 

17%       18% 
restaurants 

12%     21.1% 

$258 

$15.3 

$325 

^n  Equity  Marketing  (2)' 

designs  &  markets  merchandise  based 
8     on  cartoons  &  other  entertainment  characters 

29.38 

1.89 

41.4 

32.5 

0 

35            9           30         8.9 
leisure  &  entertainment 

123 

8.1 

175 

^^m  Powerwave  Technologies' 

designs,  manulactures  &  markets  power 
■     amplifiers  for  wireless  communications 

40.00 

0.96 

40.5 

27.6 

1 

93          47            94        28.0 
electrical  equipment 

79 

10.2 

705 

^Q  Logan's  Roadhouse' 

owns  &  operates  roadhouse- 
■     style  restaurants 

25.25 

1.30 

40.4 

13.8 

0 

69          59 
restaurants 

64       53.4 

55 

5.5 

180 

"I  am  a  hands-on  manager.  I  go  out  on  the 
factory  floor.  I  know  how  to  operate  nearly 
every  machine  on  our  assembly  line,"  boasts 
Omer  Kropf,  president  of  Supreme  Corp., 
a  subsidiary  of  Supreme  Industries. 


^Q  Software  Artistry' 

develops  &  markets  software  for 
■     internal  &  external  customer  support 

14.00 

0.86 

38.4 

11.4 

0 

95          37           25 
computer  software 

21.2 

40 

3.0 

96 

^Q  Interstate  National  Olr  Svcs 

provides  vehicle  ser\'ice 
■    contracts  &  warranty  programs 

10.50 

0.70 

37.5 

31.2 

0 

51          66           42 
business  services 

113.6 

32 

1.8 

36 

^^M  12  Technologies 

plannmg  &  scheduling  software  for  managmg 
■     work-in-progress  inventories  &  product  distribution 

48.25 

0.67 

37.2 

13.7 

0 

147         165            54 
computer  software 

68.8 

132 

8.4 

1,433 

^n  Alternative  Resources  (2)' 
^^  provides  temporary  personnel  having 
10     advanced  computer  &  communications  skills 

23.88 

1.19 

36.9 

24.2 

0 

66          24           80 
business  services 

13.2 

223 

13.5 

375    '■ 

^Q  Viasoft' 

software  for  managing  &  automating 
■     applications  written  in  Cobol  language 

49.88 

0.95 

36.6 

40.7 

0 

32           96            64 
computer  software 

75.0 

85 

11.5 

947     i 

^^  McAfee  Associates  (2) 

antivirus  &  network 
i    19     management  software 

54.94 

2.43 

35.9 

48.1 

0 

95         105           57 
computer  software 

88.7 

266 

71.9 

2,795     ; 

^Q  Sapient 

computer  systems 
■     integrator 

51.50 

1.30 

35.3 

13.9 

0 

128          81           86 
computer  services 

73.8 

60 

9.2 

601     ; 

^^m  Wireless  Telecom  Group  (4) 

wireless  communications 
I    52     testing  equipment 

9.00 

0.59 

33.9 

48.2 

0 

58          39           71 
electronics 

41.2 

26 

8.5 

157    ; 

^^M  Anchor  Gaming' 

operates  &  services 
■     gaming  machines 

84.00 

4.00 

33.6 

25.4 

2 

52          32           37       48.1 
leisure  &  entertainment 

154 

37.1 

1,089    ; 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  years  list.  *lncludes  al 

1  share  da 

ises.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meanir 
Sources  William  O'Neil  &  Co.-.  Market  Guide  via  OneSource  Information  Sen 

gtul. 

ices:  IBES  Express. 
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Syndications 


Private 
Placements 


V 


Asset 
Securitization 


This  year's  biggest 
off-season  signing 
had  nothing  to  do 
with  top  draft  picks 
or  big  name  free  agents. 


Acquisition 
Finance 


Mergers  & 
Acquisitions 


When  the  Baltimore  Ravens  needed  an  experienced  financial 
partner  and  advisor,  they  turned  to  the  corporate  finance  team  at 
Fleet.  Using  an  innovative  strategy  we  were  able  to  restructure  and 
recapitalize  the  Ravens'  organization.  Our  solutions  proved  again 
that  Fleet  is  a  big  name  in  corporate  finance. 

JMFIeet 

Ready  When  You  Are 


Advisory 
Services 


Real  Estate 

Investment 

Banking 


Ready  When  Vbu  Are  is  a  sendee  mark  and  Fleet  is  a  ivgislea^d  mark  ot  Fleet  Financial  Gruiip,  Inc.  ©1997  Fleet  Financial  C"ii\)U[i  hu .  All  i  ii;ht^  ivsei  \  cvl. 


rirt    zun   best    swnn   cDMPnHits    in   amebicb 


:       ■ 

Company  (consecutive  years  on  list) 
business 

Recent 
price 

Est 

1998 

EPS 

Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 

Debt/ 
equity 

Growth 

Sales                    EPS 
5-year      latest      5-year    latest 
average       12       average     12 
mos                   mos 

Sales 

latest 

12 

mos 

($mil) 

Net 
income 

latest 

12 

mos 

($mil) 

Market 
value" 

($mil) 

Duff  &  Phelps  Credit  Rating 

credit  rating  agency  for  corporate, 
structured  &  sovereign  financing 

$32.13 

$1.95 

33.6%      38.8% 

22% 

16%        20%        14% 
business  services 

19.7% 

$59 

$9.7 

$157    i 

i    ■ 

Sawtek' 

manufactures  &  markets  electronic 
signal  processing  components 

42.38 

1.14 

33.6         30.2 

8 

45          52           96 
electronics 

68.6 

78 

18.6 

879    ; 

:       ■ 

Fresh  America" 

distributes  fresh  produce  to  Sam's  Clubs, 

restaurants  &  other  food  service  operations 

21.75 

1.63 

32.7         22.4 

3 

36          61           32 
food  wholesaling 

50.6 

287 

4.8 

81    ; 

■ 

Ballantyne  of  Omaha' 

manufactures  commercial  motion  picture 
projection  &  restaurant  equipment 

19.00 

0.95 

32.1         26.0 

1 

29          33           44       35.3 
leisure  &  entertainment 

59 

6.2 

171    i 

■ 

Tollgrade  Communications' 

designs,  engineers  &  markets  network  testing 
products  for  the  telecommunications  industry 

22.88 

1.28 

31.8         20.8 

0 

60          47          127 
telecomm  equip 

57.6 

41 

6.2 

130    i 

i    ■ 

AlphaNet  Solutions' 

markets  computer  products,  services 
&  support  to  large  &  midsize  companies 

14.25 

1.06 

31.7         24.5 

0 

34          99           87 
computer  services 

56.1 

164 

4.6 

89    i 

i    ■ 

Indus  International" 

computer  services  &  support 

for  the  energy  &  process  industries 

15.75 

0.84 

31.5         20.1 

0 

36          39           30 
computer  software 

50.0 

87 

11.1 

302    \ 

:  38 

JW  Charles  Financial  Services  (2) 

regional  securities 
brokerage 

12.50 

NA 

31.3         39.1 

0 

24          -3           27 
financial  services 

90.6 

88 

6.0 

42    : 

"We  don't  focus  on  the  competition 
but  on  our  technology,  and  on  the 
problems  coming  up  in  that  technology," 
says  Michael  Rogers,  chief  executive  of 
Ontrack  Data  International. 


■ 

la 

.   23 
B| 

i   17 

\    16 

Ontrack  Data  internationar 

data  recovery 
services  &  software 

25.00 

0.65 

31.2 

13.3 

0 

40          42            88 
computer  services 

37.5 

31 

4.3 

245    \ 

Whittman-Hart' 

information  technology  consulting 
&  systems  integration  services 

29.25 

0.64 

30.8 

10.5 

0 

46          67            46 
computer  services 

143.8 

112 

8.3 

591       : 

EW  Blanch  Holdings  (2^ 

reinsurance 

&  insurance  services 

31.94 

2.24 

30.5 

34.2 

2 

20          42           18 
financial  services 

38.5 

137 

23.4 

402  ; 

Game  Financial  (2)~ 

cash  advances,  check  cashing 

&  ATM  services  for  casino  guests 

10.00 

NA 

30.5 

25.7 

0 

85          99           53 
financial  services 

57.1 

26 

2.0 

45  ; 

Speedway  Motorsports  (2)' 
operates  automotive  speedways 
&  promotes  motorsport  events 

24.00 

1.02 

30.1 

20.5 

56 

24           88            37        72.4 
leisure  &  entertainment 

169 

42.0 

992    \ 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes,  ^initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Irt formation  Services:  IBES  Express 
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Good  Design  Brightened  Boyd  Lighting's  Profit  Scenario. 


Boyd  Lighring,  Son  Ffonctico  Broyloo  &  Hughes  Oeiign  Sludio,  Mcmb«.(  o(  Iho  Amoncofi  Inihiuto  of  A.cti 


WHEN  BOYD  LIGHTING  CHOSE  TO  PUT  ALL  THEIR  OPERATIONS  UNDER  ONE  ROOF,  THEY 
HAD  AN  ENLIGHTENED  IDEA.  THEY  GOT  THEIR  ARCHITECT  INVOLVED  RIGHT  FROM  THE 
START.  ALL  DETAILS  FROM  SITE  SELECTION  TO  SHOVv^ROOM  DISPLAY  SCENARIOS  WERE 
INFLUENCED  BY  DESIGN.  AND  THE  RESULTS  ARE  QUITE  ILLUMINATING.  COMMUNICATION 
BETWEEN  STAFF  MEMBERS  BECAME  CLEAR  AND  OPEN.  PRODUCT  DELIVERY  TIME  IMPROVED 
BY  30%.  WALK-IN  TRAFFIC  DOUBLED.  AND  PROFITS  GREW  10%.  FOR  THE  HIGHLIGHTS  OF 
HOW    OTHER    BUSINESSES    PROFIT    BY    DESIGN,    CALL    800-AI A-99  3  0 .    OR    WWW.AIAORG. 


WE   MAKE   YOUR   BOTTOM  LINE   BEAUTIFUL. 


I  IlK  .AMERICAN  INSTITUTE  OF  ARCHITECTS 


^\f 


"m^- 

^:=" 


'^i^^-if;. 


;;;a 


,-4.^^/'^- 


?»^.;:  -z 


*i:^l 


•  ■ 

• 

&i- 

is'*       ^ 

1  800-GO-TOYOTA  >-  www.toyota.com 


)  1997  Toyota  Motor  Sales,  U.S.A..  Inc.  Buckle  Up!  Do  it  for  those  who  love  you. 


<S) 


^ve  understand  that 


It  takes  more  than  days  or  weeks  or  months.  It  takes  years  and  even  decades.  To  grow  and  nurture  and 


to  gro^v  up  big  and  strong 


develop  into  something  that  stands  proud  and  magnificent.  Pay  tribute  to  the  determination  required 


and  stable  takes  a  really, 


to  produce  such  hearty  roots.  And  let  us  all  live  by  its  simple  creed:  grow,  blossom  and  flourish. 


really,  really  long  time. 


TOYOTA 


oV&niclah 


THE    200    BEST    SMALL    COMPANIES    IN    AMERICA 


Company  (consecutive  years  on  list) 
business 


Profitability 


Growth 


Sales      Net     Market 
income  value^ 


Recent     Est        Return  on  equity  Debt/             Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year      latest  5-year    latest        12  12 

EPS      average        12                  average       12  average      12  mos  mos 

mos                                 mos  mos  ($mil)  ($mil)     ($mil) 


^^M  Percon^ 

^^  manufactures  &  markets  bar-code-based 
■     data  collection  &  data  management  products 

$14.00 

$1.15 

29.7% 

26.6% 

10% 

48%      41%        38% 
computer  equipment 

23.6% 

$25 

$2.7 

$56 

^^M  Transition  Systems^ 

information  systems 
■     for  the  health  care  industry 

22.00 

0.71 

29.7 

21.8 

0 

27          23           69 
computer  software 

33.3 

41 

13.2 

381 

^Q  Jack  Henry  &  Associates  (5) 

data-processing  systems 
49     for  banks  &  finance  companies 

26.50 

1.05 

29.5 

42.1 

0 

28          22           29 
computer  software 

25.8 

83 

15.8 

497 

^^M  Sofamor  Danek  Group  (2) 

surgical  implant  devices 
48     for  the  human  spine 

58.75 

2.52 

29.4 

35,3 

9 

20          30           19 
medical  products 

22.4 

277 

49.4 

1.457 

Dino  Rossi,  chief  executive  of  Balchem,  keeps 
a  sharp  eye  on  the  competition:  "My  biggest  fear 
is  that  our  technology  looks  so  attractive 
that  bigger  companies  wWl  get  interested." 


24 

m 

58 

la 
la 

44 

m 

■ 

NCO  Group' 

accounts  receivable  management 
&  related  services 

40.13 

1.24 

29.1 

16.7 

4 

57         223            53 
business  services 

118.8 

64 

5.1 

352 

Cambridge  Technology  Partners  (2)^ 
information  processing  & 
management  consulting  services 

35.75 

0.89 

29.0 

29.6 

0 

90          51           78 
computer  services 

51.5 

287 

27.5 

1,783 

CTC  Communications 

markets  network  telecommunications 
products  &  services 

8.19 

0.77 

29.0 

34.0 

0 

26          31          146 
telecomm  svcs 

7.0 

43 

4.9 

81 

Coherent  Communications  Sys  (3)^ 

echo  cancelation  &  voice  enhancement  hardware 

&  software  for  wireless  communications 

28.50 

1.12 

28.8 

35.8 

0 

32          35         113 
telecomm  equip 

32.1 

64 

11.4 

435 

American  Buildings' 

pre-engineered 
metal  buildings 

29.50 

3.29 

28.7 

32.7 

26 

21          11           48 
building  materials 

6.2 

296 

13.6 

156 

St  John  Knits  (4)' 
higher-priced  knitted 
women's  apparel;  retail  stores 

44.63 

2.41 

28.6 

33.1 

0 

26          22           33 
apparel 

26.4 

232 

32.1 

742     i 

Ace  Cash  Express^ 

check  cashing  & 
financial  service  stores 

20.25 

0.89 

28.5 

18.9 

0 

27          27           18 
financial  services 

38.5 

87 

4.8 

131     \ 

Ovid  Technologfes^ 

electronic  access  to  information  for 

the  scientific,  medical  &  technical  markets 

9.13 

0.62 

28.3 

22.4 

0 

37          13           53 
medical  products 

32.4 

36 

3,3 

55    : 

Northern  Technologies  IntI 

manufactures  corrosion-inhibiting 
products  &  electronic  sensing  instruments 

10.88 

NA 

27.4 

30.1 

0 

18          32            17 
industrial  products 

40.5 

8 

2.5 

46    ; 

stock 

prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  al 

share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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N^^ 


Today's  financial 
professionals 
focus  on  everything 
from  new  product 
planning  to  global     ^ 
business  stftttegies. 

As  a  corporate  financial 
executive,  you  must  aim  your 
sigiits  at  tiie  higiiest  levels  of 
strategic  planning.  ^^ 

But  who's  doing  the  job  you 
used  to  do?  « 

Who's  accessing  financial 
^  information  and  using  it  to  develop 
business  intelligence  and  insight? 

Who's  interpreting  and  analyzing 
it  to  spot  problems  and  predict 
trends?   #*****^ 
*        If  you'r<g„using  Hyperion 

Software,  the  answer  is:  everyone 
L    That%  because  Hyperion         I 
Software's  analytic  financial  man- 
agement solutions  enable  ever 
one  in  your'C&mpany  to  listen 

4 
your  business,  to  understand  what 

they're  hearing,  and  to  respond. 

Who's  using  Hyperion  Software? 
^.^  Fifty  percent  of  the  FORTUNE  50( 
and  thousands  of  other  high-growth 
companies  like  yours. 

For  more  information,  call 
1-800-286-8000  or  visit  us  on 
the  Web  at  www.hyperion.com. 


y 


SOFTWARE 


Listen  to  your  busimss. 


THE     ZHD     BEST     SMALL     COMPANIES     IN     flMERIC 


U  Company  (consecutive  years  on  list) 
business 


Profitability  Growth  Sales      Net     Marke 

income  value' 

Recent     Est        Return  on  equity  Debt/  Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year      latest  5-year    latest        V, 

EPS      average        12  average       12  average      12  mos        mos 

mos  mos  mos  ($mil)  ($mil)     ($mil) 


^n  Kitty  Hawk' 

^^  airfreight 
■     charter  services 

$19.50 

$1.45 

27.2% 

17.1% 

36% 

22%       15%        33% 
air  freight 

62.3% 

$130 

$10.0 

$204 

^n  K&G  Men's  Center' 

^^^^  men's 

18.75 

0.75 

27.0 

17.0 

1 

32          53           36 

28.2 

100 

5.3 

190 

■     apparel  stores 

retail 

^^  Datastream  Systems  (2)' 
industrial  software  for 
34     Windows-based  computer  systems 

36.75 

1.47 

26.8 

25.7 

9 

72          86           97 
computer  software 

32.4 

49 

8.5 

337 

^Q  Nature's  Sunshine  Products  (7) 

vitamins,  herbs  & 
56     other  nutritional  products 

24.38 

1.24 

26.7 

29.3 

0 

26          15           28 
medical  products 

28.0 

265 

18.5 

450 

^Q  Fastenal(lO) 

retails  metal  fasteners 
55     &  construction  materials 

54.00 

1.60 

26.6 

28.5 

0 

38          36           40 

retail 

18.8 

339 

35.9 

2,049 

K»  Thrustmaster' 

manufactures  game 
■      controllers  for  PC-based  games 

16.88 

0.88 

26.6 

16.8 

0 

66          75           14      133.4 
leisure  &  entertainment 

35 

2.7 

72 

^^m  General  Employment  Enterprises 

personnel  placement 

■     services 

11.68 

NA 

26.4 

47.1 

0 

24          26          144 
business  services 

50.0 

27 

2.3 

47 

^Q  Barnett' 

direct  marketer  &  distributor  of 
■     plumbing,  electrical  &  hardware  products 

21.50 

0.90 

26.3 

29.1 

0 

17          26           28 
retail 

31.0 

160 

12.0 

320 

^n  RehabCare  Group  (3) 

develops  &  manages  physical 
69     rehabilitation  clinics 

26.06 

1.57 

26.1 

20.8 

13 

26          37           21 
medical  services 

33.3 

138 

8.1 

150 

^Q  ACT  Manufacturing' 

contract  manufacturer  of 
■     electronic  equipment  &  components 

32.88 

2.10 

26.0 

28.2 

62 

70         106           56 
electronics 

150.0 

306 

13.3 

298 

^Q  Crossmann  Communities  (2)' 

builds  low-priced, 
54     single-family  homes 

22.88 

2.26 

25.9 

28.3 

0 

39          33           38 
construction 

39.2 

263 

16.9 

250    : 

^Q  Knight  Transportation  (3)' 
short-to-medium-haul 
28      truckload  carrier  in  western  US 

29.06 

1.28 

25.8 

19.1 

0 

42          32           46 
trucking 

23.6 

88 

8.8 

288    ; 

^n  Viasat' 

designs,  manufactures  advanced  digital  satellite 
;     ■     telecommunications  &  networking  equipment 

22.06 

0.80 

25.6 

16.4 

6 

69          64           75 
teiecomm  equip 

96.3 

53 

3.9 

172     i 

^^  Fossil' 

designs,  markets  &  distributes  fashion 
i     ■     watches,  sunglasses  &  leather  accessories 

20.56 

1.44 

25.4 

20.5 

6 

30           17            11 
consumer  products 

29.9 

222 

15.3 

277    ; 

^Q  Mitcham  Industries' 

leases  oilfield 
■     equipment 

22.00 

1.54 

25.3 

31.1 

18 

56        210           51 
business  services 

52.7 

27 

4.7 

162     I 

^Q  Pre-Paid  Legal  Services  (2) 

legal  service 
:   73     reimbursement  plans 

31.00 

1.15 

25.3 

33.2 

0 

32          57           52 
financial  services 

51.1 

75 

15.1 

681     ; 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes.  %ltial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

■    Sources:  William  O'Nell  &  Co.;  Market  Guide  via  OneSource  Information  Services:  IBES  Express. 
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CIGNA  Property  &  Casualty  Insurance  proaucts  are  unaerwrmen  uy  niburdnoe  ^uu,^,aiiy  ■ 


-^ 


It's  not  just  anybody  that  can  handle  the  tough  jobs.  And  it's  not  just  any  company 

that  can  manage  the  financial  risk.  At  CIGNA,  we've  long  been  pioneers  in  non-traditional 

management.  We  study  every  aspect  of  your  business  in  order  to  tailor  innovative 

strategies  to  reduce  your  risk.  And  we're  a  company  known  for  stability  and 

long-term  customer  satisfaction.  For  information,  call  your  broker. 

And  make  tackling  the  big  risks  a  little  less  risky.        ,|| 


CIGNA  Property  &  Casualty 

Special  Kisk  1  aciluios 

A  Business  ofCaring. 
httpi/Avww.cisinLCOin/pdnsimiiK^ 


IHt     ZUU     BtST     SMALL     CUMPaHltS     IH     aWtKICB 


Company  (consecutive  years  on  list) 
business 


Recent     Est 
price     1998 
EPS 


Profitability 

Return  on  equity 
5-year       latest 
average        12 


Growth 

Sales 
5-year      latest 
average       12 
mos 


Sales      Net     Market] 
income  value' 


EPS 
5-year    latest 
average      12 
mos 


^^  Performance  Technologies  (2)^ 
^^  fault-tolerant,  high-performance 
40     networking  &  data  storage  products 

$21.75 

$0.83 

25.0% 

18.7% 

0% 

31%        28%        33% 
computer  equipment 

6.2% 

$28 

$4.2 

$157 

^Q  SBS  Technologies 

manufactures  embedded 
■     computer  components 

25.00 

1.60 

25.0 

70.6 

52 

27          69          106 
aerospace  &  defense 

32.7 

53 

7.1 

139 

^Qj  Perceptron 

laser  &  radar  sensing 
■     &  measuring  systems 

30.00 

1.89 

24.8 

28.5 

0 

37          22           29 
precision  instruments 

43.6 

57 

13.3 

241    i 

^Q  Cybex  Computer  Products^ 

networking 
■     equipment 

27.25 

1.50 

24.7 

14.0 

0 

43          41           43 
computer  equipment 

24.2 

38 

6.3 

148    i 

John  Scheumann,  chief  executive  of  Crossmann 
Communities,  extols  die  benefits  of  ownership. 
"I  own  20%  of  the  outstanding  stock  of  the  company. 
That's  a  lot  of  motivation  to  make  sure  you've  got  your 
eye  on  the  ball  when  you  wake  up  each  morning." 


^Q  Mity-Lite  (2)' 

manufactures  lightweight 
46     folding  tables  &  furniture 

18.25 

1.15 

24.6 

20.8 

0 

25          26           33 
consumer  products 

30.2 

20 

2.7 

58    ■ 

^n  Xeta 

^^  telephone  call  accounting 
■     systems  for  the  lodging  industry 

19.38 

1.18 

24.4 

26.9 

0 

34          22           81 
telecomm  equip 

20.9 

17 

1.9 

39 

^Q  National  Instruments  (2)^ 
^^  scientific  &  technical 
;    53     applications  software 

46.75 

1.80 

24.3 

24.2 

7 

25          21           52 
computer  software 

48.4 

219 

30.8 

1,015 

^Q  National  RV  Holdings^ 

^^  designs,  manufactures  &  markets 
■     motor  &  recreational  vehicles 

21.13 

1,95 

24.3 

18.6 

16 

39          72           26 
mobile  homes 

25.9 

197 

8.5 

132 

^Q  Molecular  Devices^ 

designs  &  sells  bioanalytical  equipment 
■     for  drug  research  &  development 

21.38 

0.69 

24.2 

22.7 

0 

19          32          104 
medical  products 

38.0 

35 

6,6 

195 

^Q  Healthcare  Compare  (8) 

reviews  claims  &  provides  cost 
:    79     management  for  health  care  insurers 

62.06 

3.09 

24.1 

25.6 

0 

17          12           29 
medical  services 

15.9 

259 

82.6 

1,969  ; 

^Q  Hirsch  International  (3)^ 
sells  &  leases  industrial 
j    62     embroidery  machines  &  related  supplies 

18.38 

1.53 

24.1 

24.5 

32 

32           46            34 
machinery 

23.2 

150 

10.2 

171    i 

^^m  Source  Services^ 

temporary  &  permanent 
i     ■     specialty  staffing  services 

30.94 

1.27 

24.1 

17.8 

0 

47          52           67 
business  services 

50.8 

252 

8.5 

283    ; 

^n  Elxsi 

operates  family- 
■     oriented  restaurants 

9.88 

NA 

23.6 

27.1 

70 

19          -1            17 
restaurants 

95.2 

83 

7.8 

46    ; 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Cc;  Market  Guide  via  OneSource  Information  Services:  IBFS  Express. 
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Industry  standard-640x480  pixels 


New  Kodak  DC2 10 -1152x864  pixels 


Presenting  the  easiest  way  to 

mprove  your  Image  at  the  office, 


STRESS 

MANAGEMENT 

SEMINAR 


1.  The  New  DC210  Zoom  Camera 

Use  it  right  out  of  the  box. 
One  touch  downloading  too. 


2.  Picture  Easy  2.0 

software  is  included.  There  s  no 
simpler  way  to  manage  images. 


GTURN  THAT  FROWN 
UPSIDE-DOWN  €) 


3.  Print  your  document. 

For  sharper  output,  use  any  Inkjet 
printer  and  KODAK  Inkjet  paper. 


IHE  NEW  KODAK  DIGITAL  SCIEHCEdZ2]{\  ZOOM  CAMERA.  INCREDIBLE  PICTURES.  INCREDIBLY  AFFORDABLE. 


Everything  looks  better  with  the  affordable  DC210.  This  remarkable  camera  captures  a  million  pixels  per  picture, 
vhich  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7"  photo.  And  with  our  Kodak  Digital 
Science  Picture  Easy  Software  2.0,  cropping  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about 
^900U.S.  Find  out  more  about  our  full  line  of  digital  products  at  1-800-KODAK-22  or  www.kodak.com/go/dc210a 


Kodak  ck 

digital  science'  ^,.J 

Take  PiCTURe-:s    Fitthe 


ii 


IHt     ZUU     BEST     SWIILL     C  D  M  P  fl  N  I  t  5     IH     aiWERI 


Company  (consecutive  years  on  list) 
business 


Growth 


Profitability  Growth  Sales      Net     Market 

income  value* 

Recent     Est        Return  on  equity  Debt/             Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year      latest  5-year    latest  12  1 

EPS      average        12                  average       12  average      12  mos  mos 

nios                                mos  mos  ($mil)  ($niil)     ($mil) 


98 

m 

96 

n 

■ 

o 

■ 

32 
72 

BET  Holdings  (3) 

cable-television  programming 
targeted  to  black  viewers 

$53.00 

$i,74 

23.5% 

36.4% 

88% 

21%       16%        22%     19.8% 
leisure  &  entertainment 

$148 

$24.3 

$883 

fimberline  Software  (3) 

software  for  contractors, 
property  managers  &  estimators 

14.00 

NA 

23.5 

28.1 

0 

18          17           66 
computer  software 

10.0 

31 

2.5 

78 

Zebra  Technologies 

bar-code  label  printers 
&  supplies;  software 

35.25 

1.88 

23.4 

26.8 

0 

29          19           27 
computer  equipment 

38.6 

183 

37.6 

855 

Supreme  Industries 

manufactures  specialized 
truck  bodies  &  shuttle  buses 

9.50 

0.81 

23.1 

19.6 

45 

18          15           12 
automotive 

8.7 

178 

7.0 

94 

Advocat 

operates  nursing  homes 
&  assisted-living  facilities 

12.81 

1.21 

23.0 

19.6 

85 

19          14           31 
medical  services 

29.5 

175 

5.4 

68 

HPR^ 

develops  &  markets 
health  care  software 

23.25 

0.57 

22.8 

25.1 

0 

43          38           56 
computer  software 

46.7 

39 

7.0 

357 

Roper  Industries  (3) 

produces  fluid-handling 
products  &  industrial  controls 

32.19 

1.84 

22.8 

25.5 

46 

29          29           38 
industrial  products 

11.9 

276 

35.0 

994    i 

On  Assignment  (5) 

provides  professional  &  technical  employees 
for  long-  &  short-term  assignments 

24.13 

0.88 

22.7 

25.0 

0 

29          23           31 
business  services 

41.1 

98 

6.9 

255    \ 

"I  have  a  healthy  tolerance  for  the  volatUity  that's 
created  with  growth.  I  accept  the  'mess  of  success.' 
I'd  rather  have  that  than  the  smoother  environment 
that  tends  to  come  from  less  growth,"  confesses 
V.  Gordon  demons,  chief  executive  of  CorVel. 


m 

183 

m 

\   85 
\   65 

fel 

■ 

KVH  Industries' 

manufactures  &  markets  digital  navigation 
&  mobile  satellite  communication  systems 

8.00 

0.55 

22.6 

17.8 

0 

41          51          115 
precision  instruments 

116.7 

28 

3.0 

56 

Republic  Group  (3) 

manufactures  recycled 
paperboard  &  gypsum  wallboard 

20.25 

1.71 

22.5 

25.3 

13 

29            5           58 
building  materials 

33.3 

124 

19.7 

237    : 

Techne  (4) 

clinical  diagnostic 
equipment  &  products 

37.00 

1.42 

22.4 

28  8 

0 

23          12           30 
medical  products 

29.5 

61 

11.2 

349  ; 

Central  Parking  .(2)' 

operates  parking 
facilities 

54.25 

1.29 

22.2 

22.2 

0 

27          40           27 
business  services 

38.6 

194 

17.0 

951    : 

Maxwell  Shoe' 

designs,  develops  &  markets 
footwear  for  women  &  children 

14.75 

1.20 

22.2 

18.8 

1 

18          11           26 
apparel 

36.8 

120 

7.8 

112    i 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  'Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Information  Services:  IBES  Express. 
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A  history 

of  commitment  to 

customer  satisfaction 

can  have  some 

great  rewards. 

..  Especially  for  our 
customers. 


At  Dana  Commercial  Credit  Corporation,  we've 
committed  ourselves  to  developing  lease  programs  and 
financial  services  that  help  our  customers  set  a  course 
for  success. 

\X/liether  helping  a  small  business  lease  a  computer; 
administering  a  private-label  leasing  program  for  a 
manufacturer;  or  structuring  a  complex,  multimillion 
dollar  sale  leaseback;  we  go  to  great  lengths  to  meet 
our  customers'  needs  -  domestically  and  internationally. 
It's  this  commitment  to  customer  satisfaction  that  has 
helped  Dana  Commercial  Credit  Corporation  earn  the 
,   1996  Malcolm  Baldrige  National  Quality  Award  -  the 
"  most  prestigious  award  any  American  company  can  receive 
for  performance  excellence. 

What  does  this  mean  for  our  customers?  It  means 
quality  leadership,  people,  processes  and,  above  all, 
exemplary  customer  satisfaction. 

At  DCC,  we're  proud  of  the  recognition  our  high 
standards  of  customer  satisfaction  have  received.  We're 
even  more  proud  of  getting  our  customers  on  the  course 
for  success  -  and  helping  them  stay  there. 


United  States 


DANACOMMaClAL 
CREDIT  CORPORATION 


1996 


United  Kingdom 


DANA  COMMERCIAL  CREDIT 

Phone:  419-322-7400  ■  \vw\\.dana.coni/dct' 


company 


Switzerland 


.iHll' 


■■.h^^ 


-w>s,^i. 


*lf<^' 


What  If  we  could  treat  our  TV 
like  a  PC?  Harness  digital  technology  to 
surf  the  net  -  as  well  as  hundreds  of  channels." 
Dse  it  as  a  \ideophonf?  Or  simply  to  order  a  pizza?  These  art 
'he  c[uestions  M-eVe  been  asking  ourselves,  and  anticipating  from 
our  partners.  Because  today's  vision  is  tomoirow's  reality. 


is  creating  the  future  with  partners 
over  the  world.  People  who  are  using  our  reference  designs  and 
grated  chipsets  to  develop  interactive  set-top-boxes,  sateliiie  dan 
receivers,  and  digital  broadcast  systems.  Nert  time  you  sit  down 
front  of  the  TV  you  may  not  simply  be  deciding  which  channel 
watch.  You  could  be  deciding  whether  to  update  your  web  site 


:^-., 


^^F*^'^^^      .^^tw 


h'.»-'i^ 


'*'■   I. 


redefine 


'*'''''^"— television 


jor^rdeffi^m^^roS^lde^JlMJemand  online.  Your  TV  will  becunic  a 
vay  to  communications,  the  internet,  movies,  television,  even  your  office  PC. 
.  he  future  today  at  •  1^'  you're  looking  at 

I  you  can  do  with  television,  let's  work  together,  and  redefine  the  future. 
\  ret  +1-800-447-1500,  ext.  1315.  Europe  fax.  +31-10-284-3181, 
i  .  A.Ma  KiA.  +852-281  1-^117^,  quote  "F/B". 


THE    2DI1     BEST    SMfllL    COM  Pfl  MIES     IN    ilMERICfl 


KS. 


Company  (consecutive  years  on  list) 
business 


Recent     Est 
price     1998 
EPS 


Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 


Growth 

Sales 
5-year      latest 
average       12 
mos 


Sales      Net     Market 
income  value' 


EPS 
5-year    latest 
average      12 
mos 


^^§  Veritas  Software 

^^  develops,  markets  &  supports  enterprise 
i     ■     storage  management  software 

$44.13 

$0.89 

22.1% 

40.4% 

0% 

64%       24%        117% 
computer  software 

52.3% 

$57 

$16.9 

$1,344 

^Q  CKS  Group' 

advertising  &  marketing 
■     communications 

38.00 

1.11 

22.0 

16.9 

1 

80          54 
advertising 

103 

60.5 

111 

9.9 

546 

^Q  Gymboree' 

children's  apparel 
■     stores  &  recreation  centers 

25.88 

1.75 

21.9 

19.8 

0 

39          18 
retail 

43 

13.2 

333 

32.1 

637 

^Q  lnnovex(2) 

manufactures  disk  drive  &  medical 
145     device  components;  data  storage  software 

30.88 

2.61 

21.9 

64.4 

2 

44         115           80 
computer  equipment 

135.2 

132 

31.2 

450 

Billy  Mitcham  Jr.,  chief  executive  of  Mitcham  Industries,  has 
outfoxed  would-be  competitors:  "We  have  exclusive 
contracts  with  the  manufacturers  who  make  90%  of  3-D 
seismic  equipment,"  says  he.  "They  have  to  call  us  before  they 
can  do  any  rentals.  Competitors?  We  really  don't  have  any." 


^Q  Barra(3) 

investment-related  research, 
140     software  &  consulting 

27.92 

1.53 

21.6 

32.0 

0 

27'         32           28 
business  services 

83.3 

109 

15.5 

374 

^^U  American  Business  Information 

business  information  databases; 
■     software  &  services 

24.50 

1.43 

21.5 

26.5 

0 

24          58           21 
computer  software 

23.8 

148 

23.3 

597 

^Q  Dura  Automotive  Systems' 

^^  manufactures  parking  brake 
■     systems  &  other  auto  parts 

33.50 

2.24 

21.2 

15.2 

89 

25        -11 
auto  parts 

100 

24.0 

292 

13.3 

295 

^^U  Ducommun 

^^  manufactures  components  &  assemblies 
■     for  the  aerospace  industry 

37.00 

1.98 

21.1 

22.1 

15 

15          40           23 
aerospace  &  defense 

33.1 

140 

13.1 

271 

^Q  Benihana  (2) 

Japanese-style 
133     restaurants 

12.50 

1.04 

20.9 

23.2 

40 

20            4 
restaurants 

51 

13.5 

87 

5.3 

76    i 

^^M  Educational  Development 

distributes  books  &  software;  publishes 
■     children's  educational  software 

7.50 

NA 

20.9 

23.1 

0 

36          -4           40 
computer  software 

28.6 

20 

1.9 

39    i 

^Q  Mentor  (3) 

surgical  implant  devices,  disposable 
:    99     medical  supplies  &  diagnostic  equipment 

33.00 

1.61 

20.9 

20.7 

0 

17          13           29 
medical  products 

13.5 

208 

28.6 

821     i 

^^M  Coldwater  Creek' 

catalog  retailer  of 
■     apparel,  gifts  &  jewelry 

31.25 

1.09 

20.8 

38.0 

0 

61          93 
retail 

38 

52.8 

191 

12.5 

316    i 

^^m  Cort  Business  Services' 

rents  office  &  residential 
■     furniture  &  accessories 

41.31 

1.87 

20.8 

]5.8 

52 

26          36 
retail 

33 

28.9 

269 

19.8 

530    i 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  a 

1  share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or 

Sources:  William  O'Neil  &  Co.:  Market  Guide 

not  applicable.  NM:  Not  meaningful. 

via  OneSource  Information  Services:  IBES  Express. 
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The  New  Chrysler  Town  &  Courvtry 


What  a  penthouse  looks  like  on  the  ground  floor. 


The  new  Chrysler  Town  &  Country  LXi  offers  a  whole  new  level  of  luxury  To  begin  with,  it  was  designed  to  pamper  seven. 
Inside,  you'll  find  such  luxurious  amenities  as  leather-trimmed  seating.  Dual  Zone  Temperature  Controls,  an  acoustically 
tailored  10-speaker  audio  system  and  available  personalized  heated  front  seats.  Alt  this,  plus  an  even  more  refined  design, 
makes  the  new  Chrysler  Town  &  Country  a  most  uncommon  lux- 
ury address.  To  find  out  more,  call  1.800.CHRYSLER  or  visit  www. 
chryslercars.com.  We'd  be  happy  to  give  you  a  walk-through. 

E     N     G     INEERED         TO        BE        GR     EAT        CARS 


THE     ZDD     BEST     SMALL     CDMPflMIES     IM     HMERICfl 


1 

'96 

Company  (consecutive  years  on  list) 
business 

Recent 
price 

Est 
1998 
EPS 

Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 

Debt/ 
equity 

Growth 

Sales 
5-year      latest 
average       12 
mos 

EPS 
5-year    latest 
average      12 
mos 

Sales 

latest 
12 

mos 
($mil) 

Net 
income 

latest 

12 

mos 

($mil) 

Market 
value* 

($mil) 

i    ■ 

■ 

135 

m 

124 

■ 

108 

^n 

114 
Ql 

87 

QuickResponse  Services^ 

merchandising  &  logistics 
consulting  for  retailers 

$37.00 

$1.29 

20.7% 

17.8% 

0% 

44%        30%        63% 
computer  services 

32.8% 

$64 

$7.8 

$314    i 

AFC  Cable  Systems^ 

designs  &  manufactures  electrical, 
voice  &  data  distribution  products 

28.40 

1.77 

20.5 

20,2 

5 

21          26 
electronics 

39 

63.5 

188 

14.8 

323    i 

Bush  Industries  (2) 

designs  &  manufactures  ready-to- 
assemble  &  assembled  furniture 

27.50 

1.74 

20.5 

23.6 

43 

17          14 
furniture 

50 

11.2 

279 

19.9 

365    i 

Gentex  (2) 

light-sensitive  automatic  dimming  mirrors 
for  automobiles;  fire  protection  products 

24.00 

1.14 

20.5 

22.9 

0 

35          20 
auto  parts 

47 

23.9 

161 

29.3 

841    i 

Pediatric  Services  of  America 

comprehensive  pediatric 
home  health  services 

23.50 

1.18 

20.5 

12.6 

44 

58          25           31 
medical  services 

25.9 

194 

6.8 

148    i 

Watson  Ptiarmaceuticals  (5)^ 
generic  drugs  &  advanced 
drug  delivery  systems 

62.19 

2.82 

20.5 

21.2 

1 

52            3           59 
ptiarmaceuticals 

22.7 

210 

81.0 

2,720    \ 

Koala  (2)^ 

Koala  Bear  Kare  child- 
protection  products 

16.75 

1.22 

20.4 

23.4 

0 

30          26           32 
consumer  products 

26.0 

10 

2.3 

42    i 

Ciber  (4)+ 

programming  &  information 

technology  consulting  services 

47.31 

1.11 

20.3 

31.2 

0 

60          40           72 
computer  services 

60.4 

262 

17.2 

991     \ 

"It's  a  big  challenge  not  to  bow  to  price  pressures, 
but  we  walk  away  from  insurance  accounts  that 
are  priced  too  low.  Writing  bad  business  is  easy; 
writing  profitable  business  requires  discretion." 
Those  words  of  wisdom  come  from  James  Maguire, 
chief  executive  of  Philadelphia  ConsoUdated  Holding. 


ti 


I 


^Q  Factset  Researcti  Systems^ 

on-line  financial 
■     database  services 

31.31 

1.01 

20.3 

31.7 

0 

24          32           32 
business  services 

36.7 

58 

8.9 

299 

^Q  Party  City^ 

party 
■     supply  stores 

26.25 

1.24 

20.3 

17.1 

0 

174         135          159 
retail 

129.2 

71 

4.0 

215 

^Q  Romac  International  (2)^ 

employment  agency  for  temporary  & 
57     longer-term  professional  &  technical  workers 

22.75 

0.53 

20.3 

11.5 

0 

28         103           75 
business  services 

58.5 

130 

8.2 

558    ; 

^n  X-Rite 

manufactures  quality-control 
■     electronic  &  optical  instruments 

20.00 

1.08 

20.3 

23.5 

0 

25          19           19 
electronics 

52,8 

91 

17.1 

423    ; 

^^m  Applied  Voice  Teclinology^ 

manufactures  &  markets  computer 
■     telephony  softw/are  &  systems 

30.13 

1.44 

20,2 

17.1 

1 

28          36            72 
computer  software 

18.5 

50 

6.6 

170   ; 

stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list,  *lncludes  all  share  classes.  '^Initial  public  offering  within  last  five  years,  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co ,-  Market  Guide  via  OneSource  Information  Services;  IBF.S  Express. 
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TeamSAP.  Because   it's   not  just   what  you  know,  it's   also   who  you  know. 

A  total  enterprise  software  solution  is  only  as  effective  as  the  support  that  comes  with  it.  Recognizing  this, 
SAP  has  launched  a  new  initiative  called  TeamSAP.™  It's  a  coordinated  network  of  people,  processes, 
and  products  that  defines  the  commitment  needed  to  achieve  the  successful  implementation  of 
R/3™  software.  With  TeamSAP,  you  can  be  certain  you'll  get  the  fastest,  most  efficient 
ways  to  create  a  solution  for  your  business.  And,  since  TeamSAP  places  SAP  in  the  role 
of  coach  throughout  the  life  cycle  of  your  R/3  invesmient,  you  can  feel  confident 
knowing  we  will  be  there  to  support  you  every  step  of  the  way  to  assure 
successful  results.  For  more  information  about  TeamSAP,  visit 


us  at  http://www.sap.com  or  call    1-888-TeamSAP. 


fm(^SA^ 


A  Better  Returti  On  Inforniiiiwrt^ 


"Sarah's  leukemia  was  frightening  enough.  TNIPFI"- 
^     infection  set  in  that  neariy  killed  all  hope/' 


MICHAEL    DEUTSCH,    SARAH'S    FATHER 


BUR 


G  TON,   WISCONSIN 


Battlinfl^HRnia  when  youVe  only  six  is  hard 
enough.  Being  besieged  by  a  life-threatening 
infection  on  top  of  it  is  devastating.  j 

Following  a  month  of  chemotherapy,  the  infection 
that  invaded  Sarah  Deutsch's  body  left  her  too  ; 
weak  to  walR. 

But  with  excellent  care  and  medicine  made  possible 
by  Pfizer  research,  the  infection  was  cured. 

Sarah's  doctors  could  concentrate  on  treating 
her  leukemia. 

And  after  months  of  hospitalization,  Sarah  was 
free  to  go  where  she  thought  she'd  never  go  again. 

Back  outside  to  play. 


1 


^zer] 


eVe  part  of  the  cure 


www.pfizer.com 
AOL  keyword:  Pfiier 


IHE     ZflO     BEST     SWflLL     CHWPilNIES     IN     nMERICB 


i 


3  Company  (consecutive  years  on  list) 
business 


Profitability  Growth  Sales      Net     Market 

income  value' 

Recent     Est        Return  on  equity  Debt/             Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year     latest  5-year    latest        12  12 

EPS      average        12                  average       12  average      12  mos  mos 

mos                                mos  mos  (Smil)  (Smil)     ($mili 


^n  Micros  Systems 

^^  point-of-sale  transaction  processing 
■     equipment  for  restaurants  &  hotels 

$47.63 

$2.51 

20.1% 

29.1% 

18% 

42%       28%        25% 
computer  equipment 

53.0% 

$228 

$16.3 

$379    i 

^Q  Total  System  Services  (10) 

bankcard  data- 

23.75 

0.44 

20.1 

24.6 

0 

25          20           21 

45.8 

339 

44.0 

3,071    i 

120     processing  services 

business  services 

^^  Medic  Computer  Systems  (2) 

software  &  services  for  physician 
102     office  management 

34.25 

1.30 

19.8 

18.0 

1 

29          23           41 
computer  services 

13.4 

212 

23.3 

883    i 

^n  Ballard  Medical  Products  (2) 

produces  disposable  products  for  providing 
97     critical-care  patients  with  mechanical  ventilation 

24.25 

1.24 

19.7 

21.3 

0 

19          20           14 
medical  products 

17.4 

119 

29.0 

699      : 

^Q  Heartland  Express  (3) 

shcrt-to-medium-haul 
118     truckload  carrier 

26.75 

1.13 

19.6 

22.0 

0 

16          14           22 
trucking 

19.7 

241 

27.2 

803    i 

^Q  Serologicals  (2)^ 

collects  &  processes  human 
:   77     blood  for  antibody  products 

22.50 

0.90 

19.5 

14.7 

0 

40          36           77 
medical  services 

29.4 

80 

10.0 

329    . 

^Q  Pediatrix  Medical  Groups 

physician  management  services  to  hospital- 
■     based  neonatal  intensive  care  units 

44.25 

1.67 

19.4 

12.1 

0 

50          75           48 
medical  services 

42.7 

105 

16.6 

667    ; 

^^  Scientific  Games  Holdings^ 

lottery  products 
■     &  services 

21.50 

1.88 

19.4 

24.2 

5 

20          28           50       29.5 
leisure  &  entertainment 

179 

22.7 

255      : 

^^  Mesa  Laboratories  (2) 

electronic  instruments  for  industrial, 
j  107     pharmaceutical  &  medical  applicators 

6.38 

NA 

19.1 

18.9 

0 

17          -6            17 
precision  instruments 

7.9 

8 

1.8 

28    . 

^^  Semtech 

designs,  manufactures  & 
:    ■     markets  analog  semiconductors 

66.50 

2.24 

19.1 

33.5 

4 

38          24         232 
semiconductors 

30.0 

79 

10.6 

417    i 

^Q  Legato  Systems' 

develops,  markets  &  supports  network 
:    ■     storage  management  software  products 

32.25 

1.12 

19.0 

20.1 

0 

68          61          108 
computer  software 

54.5 

66 

13.8 

564    i 

^^M  RemedyTemp' 

clerical  &  light  industrial 
i     ■     temporary  staffing  services 

26.13 

1.38 

19.0 

25.3 

2 

32          30           70 
business  services 

24.1 

343 

9.2 

233    i 

^^m  Keystone  Automotive  Industries' 

distributes  aftermarket  collision 
■     replacement  parts  for  cars  &  light  trucks 

21.50 

1.15 

18.9 

16.9 

2 

22          24           72 
auto  parts 

15.9 

202 

7.1 

266    i 

^^  Computer  Products 

;           manufactures  &  markets  power 

■     conversion  &  other  computer  equipment 

29.38 

1.34 

18.5 

25.6 

35 

19           17            67 
computer  equipment 

20.8 

237 

21.5 

710    i 

^^  Prima  Energy  (2) 

oil  &  gas  exploration  &  production 
;125     in  Rocky  Mountain  region 

22.00 

NA 

18.5 

23.7 

0 

21           74            16 
energy 

60.2 

38 

8.4 

127    i 

^^M  TransPro 

manufactures  &  markets 
■     automotive  &  truck  products 

10.75 

1.00 

18.3 

20.0 

58 

36          10           37 
auto  parts 

40.2 

277 

11.7 

71    ; 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM;  Not  meaningful. 

Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Informatior)  Services:  IBES  Express. 


234 


Forbes  ■  November  3,  1997 


FRANKLIN    INCOME    FUND 

Maximize  Your  Income 

Potential  While  Maintaining 

The  Opportunity  For  Growth 


(^" 


■  The  Franklin  Income  Fund  is  designed  to 
provide  investors  both  income  and  growth 
potential  by  investing  in  a  diversified  portfolio 
of  stocks  and  bonds,  selected  with  particular 
consideration  for  their  income-producing 
potential.  Our  investment  strategy  focuses  on 
looking  for  undervalued  or  out-of-favor  secu- 
rities that  will  provide  high  current  income 
today  and  offer  the  potential  for  growth 
tomorrow. 

■  Designed  to  provide  monthly  income,  this 
fund  has  paid  uninterrupted  dividends  since 
its  inception  in  1948.  The  fund  has  also  paid 
capital  gains  in  44  out  of  48  years.  ^  The  fund 
seeks  to  provide  investors: 

High  Current  iNCOME'^ 

Long-Term  Growth 

Franklin  Templeton  Management 

Expertise 

■  Consider  investing  in  the  Franklin  Income 
Fund  as  we  celebrate  over  50  years  of  provid- 
ing innovative  financial  products  and  services 
in  the  mutual  fund  industry.  Call  your  invest- 
ment representative  or  Franklin  today. 

tPflst  performance  does  nol  guarantee  future  results. 

t+High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower- 
rnted  securities  in  the  fund's  portfolio  and,  in  some  cases,  the  lower  market 
prices  for  these  instruments. 

Franklin  Templeton  Distributors,  Inc. 
vvrww.franklin-templeton.com 


iU 


-M. 


'^r<^\ 


W 


CALL   1-888-FRANKLIN   EXT.   F268 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 

Franklin  Income  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 

before  I  invest  or  send  money. 

D   I  am  currently  a  Franklin  shareholder. 

Name 

Address 


FOBll/97 
F268 


^ 


City/State/Zip 


F  R  A  NJ  K<  I II  Nl 

7  77  Mariners  Island  Boulevard 
, San  Mateo,  CA  94404-1585 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 


® 


Daytime  Plione 


!- 


THE    200    BEST    SMALL    COMPflMIES    IN    flMERIC 


KM  Company  (consecutive  years  on  list) 

Recent 
price 

Est 
1998 
EPS 

Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 

Debt/ 

equity 

Growth 

Sales 
5-year      latest 
average       12 
mos 

EPS 
5-year    latest 
average      12 
mos 

Sales 

latest 
12 

mos 
($mil) 

Net 
income 

latest 
12 

mos 
(Smil) 

Market 
value* 

(Smill 

^Q  RuralMetro  (2)t 

^^  ambulance  &  fire- 
70     protection  services 

$31,50 

$1.65 

18.2% 

13.9% 

51% 

41%        28%        28% 
business  services 

19.3% 

$320 

$16.6 

$414 

^^  Schult  Homes 

designs  &  manufactures 
■     modular  homes 

18.00 

2.02 

18.2 

24.1 

2 

15          10 
mobile  homes 

12 

35.3 

348 

9.2 

81 

^^  SOS  staffing  Services  (2)' 
temporary 
88     staffing  services 

18.00 

0.97 

18.2 

14.6 

0 

34           65          44 
business  services 

44.7 

169 

5.4 

163    : 

^^M  Computer  IVIanagement  Sciences^ 

computer  consulting  services 
■     &  custom  software  development 

22.69 

0.78 

18.1 

17.5 

0 

42          21          67 
computer  services 

54.5 

53 

7.6 

306    i 

"The  biggest  hurdle  we  had  was  to  abandon  our  original 
invention,  which  had  some  shortcomings,"  admits 
Fred  T.  Bauer,  Gentex's  chief  executive.  "It  takes  a  lot 
of  courage  to  do,  but  it  saved  our  company." 


^Q  Wisconsin  Central  Transport 

operates  regional 
■     railroad  systems 

31.00 

2.07 

17.9 

24.3 

55 

24           13          45 
railroad 

51.6 

306 

72.8 

1,580 

^Q  Concord  EFS  (8) 

^^  equipment  &  services  for  check  &  credit 
94     card  authorization  &  electronic  funds  transfer 

25.25 

0.91 

17.8 

15.8 

0 

28           33          30 
financial  services 

48.6 

196 

33.9 

1,547    ; 

^Q  IVIeridian  Diagnostics  (2) 

^^  immunodiagnostic  test 
153     kits  for  infectious  diseases 

11.75 

0.50 

17.8 

18.5 

77 

22           26          30 
medical  products 

8.6 

34 

5.5 

169    : 

^Q  C&D  Technologies 

^^  manufactures  integrated  reserve  power 
■     systems  &  power-conversion  products 

48.56 

3.33 

17.7 

23.3 

39 

20           18          57 
electrical  equipment 

36.9 

302 

17.5 

296    : 

^Q  Simpson  Manufacturing  (3)^ 

manufactures  structural 
151     connectors  for  buildings 

40.25 

2.45 

17.6 

22.6 

0 

20           21          30 
building  materials 

38.6 

225 

23.1 

462    ; 

IQ  Essef(2) 

reinforced  plastic  products  for  swimming 
:  142     pools,  spas  &  water-treatment  equipment 

17.63 

1.06 

17.5 

21.5 

33 

20          31            9 
pollution  control 

43.7 

248 

11.5 

186    i 

^Q  Schmitt  Industries 

designs,  manufactures  &  markets 
■     precision  measurement  systems 

9.63 

NA 

17.5 

26.1 

2 

53           52          47 
precision  instruments 

47.4 

11 

1.9 

68    i 

^Q  Day  Runner  (4) 

paper-based  daily  organizers 
i  141     &  related  products 

38.50 

2.40 

17.4 

22.6 

0 

17            2          27 
consumer  products 

13.3 

127 

13.4 

216    ; 

^Q  MacDermid 

manufactures  industrial  specialty 
■     chemical  products  &  equipment 

72.50 

4.17 

17.3 

23.5 

67 

17           14          34 
specialty  chemicals 

72.6 

296 

26.5 

598    : 

Stock  prices  as  of  Oct.  3   ■  Not  on  last  year's  list.  *lncludes  all  share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningfuL 

Sources:  William  O'Neil  &  Co.:  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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Tom  didn't  know  that  Micron  was  the  answer  to  aU  his  company's  computing 
needs.  He  had  no  idea  about  Micron's  outstanding  reputation  for  award-winning 
products  and  exceptional  service  and  reUability,  He  didn't  even  know  that  Micron 
sells  PCs  direct,  so  every  computer  is  built  to  exact  specifications.  The  guy  in  his 
miiilroom  knew  and  now  you  know  Find  out  how  Micron™  desktops,  servers  and 
notebook^can  give  your  company  a  complete  network  solution.  More  information  on  our  TransPort™  Xke 
liigh-performance  notebook  computers,  now  with  voice  recognition  software,  is  just  a  caU  or  a  click  away 


pentium 


MICRON   TRANSPORT  Xke 


liuel  200MHz  or  :ilMl  1/  IViilium  Procc.s,sor  with  MMX™  tcchiiology 
Dragon  Systems'  NaturallySpeaking  Personal  voice  recogniuon  softw;ire 
:0X  Cn-I»M  drive  with  AuioPlay"'  technology 
H.VXGA  display 
Microsofr  Windows"  95 
tlpgr.utalileio  lo:Mli  ORAM 


P^^  ^l  II 1111^  .11 

5,699 

Bus  lease  SlHmo. 


s^i^z!..  tarn.  r™*..  .1  ^  i».  p.-  »^>- "  »■"»*  i««  ri^Tt,  jwi^r. « 

Miaon  tl«tt«i«s.  lilt  «  IKtraiW  Spt"»-  I"  ™"  !"•*«'  "■""'  ■""'  "  ""'  '**^'""  " 
ideiiliruMi  ixflosi.  mil  ml  «»I  l»  Imtaiurts  ol  It..  r.s(»cli»  ™»«»i 


888-719-5027 

www.micronpc.com 


MICRON 

I  ELECTRONICS 


Now  You  Know.™ 


Till     ZUiritl^l     5WMLL     COMPMNIES     IN     AMEBIC 


Company  (consecutive  years  on  list) 
business 


Prolitability 


Growth 


Sales     Not     M.iikti 
liioutnc  v.ilni- 


Kccont     Est        Return  on  equity  DeW  Sales  EPS  |i 

price     1998       f)  year       latest  equity      5-year      latest  5-year     latest  i;'           1/ 

EPS      average       .12                  average       12  average      12  inns  iiiu'. 

-     mos                                mos                   mos  ($MMt)      (Vuil)     i$iiiiii 


^^  Specialty  Teleconstructors^ 

^^  builds  &  maintains  wireless 
■     communications  facilities 

$14.88 

$0.98 

17.3% 

19.2% 

11% 

87%      202%       34% 

builnaii  lervleai 

122.7% 

$66 

$3.6 

$117    i 

^n  Balchem(2) 

microencapsulation  of  food 
193     ingredients  &  vitamin  supplements 

17.75 

NA 

17.2 

27.8 

15 

21            7          69 

ipiolilty  ohimloili 

48.2 

28 

2.6 

56    i 

^Q  Pegasystems^ 

customer  service  management 
■     software  &  services 

30.00 

0.74 

17.1 

19.3 

0 

47           75          70 
oomputor  toftwiri 

140.0 

44 

10.1 

855    \ 

^Q  Strattec  Security 

manufactures  &  markets 
■     automotive  locks  &  related  products 

27.50 

2.22 

17.1 

17.5 

9 

17           14           43 

auto  padi 

29.3 

159 

9.8 

156    i 

^Q  Clarcor 

manufactures  filtration 
■     &  consumer  products 

29.56 

2.04 

17.0 

19.1 

24 

15          -2          11 
consumar  product! 

15.5 

350 

27.9 

477    i 

^n  Alcide 

^^  anti-infective  products  for 

■     animal  care  &  the  medicalindustry 

53.88 

4.00 

16.9 

22.6 

0 

19          22          42 

pharmacautleili 

50.6 

13 

3.2 

140    i 

^^  Orthodontic  Centers  of  America^ 

practice  management  services 
■     to  orthodontists 

18.13 

0.70 

16.9 

16,3 

2 

60           78          51 

medical  tervlcei 

53.6 

94 

18.7 

798    i 

Q  ADE' 

designs,  manufactures  &  markets  measurement 
■     &  inspection  systems  for  the  semiconductor  industry 

39.25 

2.04 

16.8 

23.6 

8 

38           55         176 
pracition  Initrumenti 

42.0 

113 

14.5 

435    i 

"It's  a  sign  of  maturity  to  look  back  at  errors  and  learn  from 
them,"  says  Ronald  Geary,  chief  executive  of  Res-Care. 
"Early  on  we  moved  into  new  states  without  enough  critical 
mass  to  get  into  the  black.  Then  we  learned  how  many 
clients  we  needed  for  the  minimum  startup  loss." 


122 
148 

■ 

M78 

;  93 

Res-Care  (2)t 

residential  support  services  for  persons  with  men- 
tal retardation  &  other  developmental  disabilities 

24.75 

1.25 

16.8 

17.9 

52 

26          21          22 
medical  services 

19.5 

245 

10.1 

302 

Sonic  (4) 

franchised  &  company-owned 
drive-in  restaurants 

28.13 

1.60 

16.8 

16.8 

19 

22           23 
restaurants 

21 

16.4 

174 

18,4 

358 

Childtime  Learning  Centers^ 

child  care  &  preschool 
educational  services 

11.75 

0.94 

16.7 

10.8 

4 

16          21 
education 

14 

5.7 

84 

4.1 

61    i 

CorVel  (4) 

medical  cost  containment 
&  managed  care  services 

39.13 

2.45 

16.7 

19.0 

0 

20          12          33 
medical  services 

17.2 

126 

8.8 

166    i 

Tetra  Tech  (4) 

environmental  engineering 
&  management  services 

26.19 

1.14 

16.7 

19.4 

0 

34           16          29 
pollution  control 

27.3 

229 

12.3 

433    i 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes,  ^Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Nell  i  Co.;  Market  Guide  via  OneSource  Information  Services:  I8ES  Express. 
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Om  STANDI  NG  Pi  Rl  ORA\ANCl:. 

No,  It's  Not  A  Vono. 


than  bore  you 


with 


statistics  like  zero  to  60  in  5.2  seconds 
or  the  abihty  to  stop  on  a  dime,  let's  talh 
about  some  really  impressive  numbers. 
Like  helping  28  million  families  afford 
homes  and  posting  an  outstanding 
record  of  financial  performance. 

At  Fannie  Mae.  we  have  achieved 
a  decade  of  steady  earnings  growth 
in  a  wide  variety  of  interest  rate 
environments.  And  our  debt  securities 
oiler  innovation  coupled  with  returns 
on  callable  debt  that  historically 
have  outperformed  Treasuries  of 
similar  duration. 

We're  also  the  largest  issuer  of 
mortgage-backed  securities.  Their 
consistency  and  liquidity  are  unrivaled 
throughout  the  industry. 

Call  us  at  1-800-368-7092  for  a  copy 
of  our  1996  annual  report.  Or  visit  our 
Web  site  at  www.fanniemae.com  for 
more  information.  Unless,  of  course, 
you'd  rather  read  up  on  mv>gs  and  rpms. 
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Emery     Worldwide 


Con-Way     Transportati 


Your       Transportation 


Needs 


AVE   Evolved 


o     Have     We 


►  A  chemical  company  needs  to  shut  down  warehouses  without  shutting  out  customers.  Con-Way 
Transportation  engineers  a  new  distribution  system  to  keep  service  rolUng.  A  manufacturer  needs  to 
deUver  one-ton  jet  engines  to  buyers  around  the  world.  Emery  Worldwide  mobilizes  its  global  multi- 
modal capabilities  to  meet  the  challenge.  A  computer  maker  needs  to  beat  the  competition  to  market. 
Menlo  Logistics  devises  a  system  for  packaging  products  en  route,  shortening  the  supply  chain. 
The  U.S.  Postal  Service  builds  a  $1.7  billion  network  to  move  its  Priority  Mail.  The  CNF  group  of 
companies  integrate  their  services  to  deliver.  That's  the  kind  of  thinking  you'll  get  when  you  work 
with  the  market  leaders  of  CNF.  We've  evolved  into  the  transportation  company  that  can  carry  you 
into  the  next  century  -  bringing  you  both  innovative  ideas  and  the  resources  to  put  them  in  motion. 


OIF 

TRANSPORTATION 


Where  ideas  carry  weight 


R  V  I  C  E  S 


Menlo     Logistics 


http://www.cnf.com 


Company  (consecutive  years  on  list) 
business 


Profitability  Growth  Sales     Net     Market 

income  value 

Recent     Est        Return  on  equity  Debt/             Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year      latest  5-year    latest        12  12 

EPS      average        12                  average       12  average      12         mos  mos 

mos                                mos  mos  ($mil)  ($mil)     ($niii 


^Q  Analytical  Surveys  (2) 

^^  digital  cartography 
188     services 

$22.25 

$0.89 

16.5% 

24.6% 

41% 

30%        68%       45% 
business  services 

41.7% 

$32 

$2.7 

$135 

^Q  Buckle  (4) 

higher-priced 
156     casual  apparel  stores 

25.69 

1.42 

16.5 

20.5 

0 

17          19 
retail 

16 

38.0 

227 

16.0 

361 

^Q  Computer  Horizons 

information  technology 
■     services  for  large  corporations 

36.38 

1.05 

16.5 

21.4 

2 

24          21          47 
computer  services 

29.2 

266 

14.7 

984 

^^M  MRV  Communications^ 

designs,  manufactures  & 
■     optical-based  telecommur 

markets 

lications  equipment 

36.88 

1.29 

16.5 

31.3 

35 

114         117          68 
telecomm  equip 

100.0 

129 

16.4 

868 

"We  never  let  a  unit  grow  to  be  more  than  100  employees. 
Once  it  does,  we  break  it  up.  The  group  says,  'Hey,  we  can 
double  this  thing  next  year.'  That  doesn't  happen  with 
large  companies,"  says  James  Sims,  chief  executive  of 
Cambridge  Technology  Partners. 


Q[|  Paxar(4) 

electronic  bar  codes  &  labeling 
1 75     systems  &  tags  for  apparel  &  textile  industries 

19.88 

0.96 

16.5 

19.9 

17 

18           56          20 
industrial  products 

44.3 

324 

23.9 

710    : 

^^  uses  Internationar 

customer  management  software  &  services 
■     for  the  communications  industry 

20.38 

1.01 

16.5 

17.1 

5 

16           16          28 
computer  software 

57.7 

283 

19.8 

474  : 

^^M  Rowe  Furniture 

^^  manufactures  &  retails 
■     living  room  furniture 

7.06 

0.76 

16.3 

21.4 

0 

16            0 
furniture 

36 

75.6 

141 

8.6 

92    : 

^^M  Transport  Corp  of  America^ 

^^  truckload  delivery  &  logistics 

■     services  in  the  Midwest  and  Eastern  US 

15.63 

1.38 

16.2 

16.0 

51 

15          13 
trucking 

38 

22.4 

175 

6.9 

103    i 

^n  LoJack 

markets  LoJack,  a  stolen- 
■     vehicle  tracking  system 

14.00 

0.82 

15.8 

31.8 

6 

28           17         159 
business  services 

10.8 

68 

8.7 

266    i 

jQ  ResMed' 

develops  &  manufactures  products  for  diag- 
■     nosis  &  treatment  of  sleep-disordered  breathing 

25.75 

1.11 

15.8 

19.1 

1 

61           42          45 
medical  products 

61.9 

49 

7.5 

186    \ 

^n  Micrer 

manufactures  &  markets  high-performance 
;     ■     analog  power  integrated  circuits 

38.25 

0.95 

15.7 

26.0 

3 

44          46          93 
semiconductors 

49.4 

84 

12.3 

730    \ 

^^1  McWhorter  Technologies^ 

resin  products  &  technologies  for 
i     ■    the  coatings  &  fiberglass  industries 

25.13 

1.69 

15.6 

19.2 

16 

35            4          30 
specialty  chemicals 

19.7 

325 

15.3 

260    i 

^Q  Churchill  Downs 

owns  &  operates  Thoroughbred 
■     horse-racing  track  in  Kentucky 

44.00 

NA 

15.4 

19.2 

6 

21           14            9       32.3 
leisure  &  entertainment 

115 

9.2 

161     ; 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes.  Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services:  IBES  Express. 
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Would  you  prefer  a  window  bed  or   \\  ai^i  \   b»  n 


o 

X 

i 
c 


X 

o 


We  wenr  fo  great  Zengths  to  make  our  new  Sleeper  First  Class  the  best.  Eat 
when  you  choose.  Watch  what  in-flight  entertainment  you  choose.  Experiena^ 
our  outstanding  service.  Enjoy  the  fact  that  every  flight  is  non-smoking.  An. 
every  plane  we  fly  is  one  of  the  youngest  in  the  air.'  Or  just  stretch  out  in  o 
roomy  seats  that  recline  a  full  180  degrees.  And  sleep  through  it  all. 
800-227-4262  or  your  local  travel  agent.  Our  website  address  is  www.asiana.co. 


flS/i***  '  BRUSSLLi.   •j^illiyiliSs.pA' 
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E9  Company  (consecutive  years  on  list) 

Recent 
price 

Est 
1998 
EPS 

Profitability 

Return  on  equity 
5-year       latest 
average        12 
mos 

Debt/ 
equity 

Growth 

Sales 
5-year      latest 
average       12 
mos 

EPS 
5-year    latest 
average      12 

mos 

Sales 

latest 

12 

mos 

(Sm.l) 

Net 
income 

latest 

12 

mos 

($mil) 

Market 
value* 

($mil) 

^Q  Consolidated  Graphics  (2)' 
^^^  commercial 
ilBI      printing 

$51.50 

$1.72 

15.4% 

18.5% 

59% 

45%       77% 
printing 

19% 

102.1% 

$167 

$12.3 

$642    ; 

^Q  Supreme  Internationar 

designs  &  markets  men's 
:     a     &  boys'  casual  apparel 

15.00 

1,30 

15.4 

13.6 

0 

48          37 
apparel 

19 

52.3 

178 

6.5 

98    i 

^n  Empi 

manufactures  &  markets  noninvasive 
a     biomedical  devices  used  for  rehabilitation 

24.00 

1.50 

15.3 

18.4 

1 

17            7           15 
medical  products 

21.4 

73 

9.9 

192    i 

^^M  Respironics  (2) 

makes  &  sells  respiratory 
;159     products  for  home  use 

28.13 

1.25 

15.3 

16.7 

4 

26          42          28 
medical  products 

20.5 

179 

20.3 

556    I 

^^  Tecnol  Medical  Products  (2) 

orthopedic  &  disposable 
;167     medical  products 

20.19 

1.24 

15.1 

15.5 

7 

18           10            9 
medical  products 

11.2 

153 

19.7 

404    : 

^^  Aaron  Rents 

rents  &  sells  residential 
a     &  office  furniture 

17.50 

1.07 

15.0 

15.2 

51 

15          18 
retail 

25 

12.2 

296 

16.3 

344    : 

^^m  Dallas  Semiconductor  (6) 

integrated  circuits 
;184     &.  semiconductors 

47.63 

2.43 

14.9 

17.6 

0 

25          28          20 
semiconductors 

17.6 

332 

47.9 

1,301    i 

^^m  Hyperion  Software 

develops  financial  information 
I    a     systems  software 

31.25 

1.25 

14.8 

16.2 

9 

40          29           19 
computer  software 

32.2 

223 

14.6 

581    i 

"As  we've  gotten  more  successful,  we've  had  to  work  harder 
to  remind  om-selves  to  Usten  to  the  customers.  You've  got  to 
be  able  to  call  your  own  baby  ugly,  to  develop  what  your 
customer  is  asking  for."  A  hard- won  lesson  from  E.  Ronald 
Pickard,  chief  executive,  Sofamor  Danek  Group. 


m 

a 
180 

a 

11 

a 

CMAC  Investment^ 

underwrites  mortgage  insurance 
for  banks  &  other  mortgage  lenders 

56.31 

3.60 

14.6 

17.2 

0 

27          28           17 
financial  services 

20.6 

249 

68.4 

1,266    ; 

NFO  Worldwide  (2)' 
market 

research 

18.75 

0.86 

14.6 

14.8 

7 

22          33          25 
business  services 

20.3 

124 

9.9 

384    \ 

Zygo 

develops  &  manufactures  measuring 
&  other  precision  mstruments 

31.00 

1.45 

14.6 

22.4 

0 

32          52          94 
precision  instruments 

61.1 

87 

14.0 

338    i 

Anadigics^ 

supplies  radio-  &  microwave- 
frequency  integrated  circuits 

44.50 

1.28 

14.5 

21.2 

1 

38          52          77 
semiconductors 

58.0 

87 

14.9 

645    i 

Electro  Scientific  Industries 

designs  &  manufactures 
computer-control  laser  systems 

62.88 

3.75 

14.5 

17.3 

0 

29            7          46 
precision  instruments 

5.3 

172 

23.3 

624    i 

Stock  prices  as  of  Oct.  3.  ■  Not  on  last  year's  list.  *lncludes  all  share  classes.  'Initial  public  offering  within  last  five  years.  NA:  Not  available  or  not  applicable.  NM:  Not  meaningful. 

Sources;  William  O'Neil  &  Co  -.  Market  Guide  via  OneSource  Information  Services;  IBFS  Express. 
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options  on  sto 


I  know  it  as  well 
as  any  stock  I  trade. 
I  wish  I  could 
trade  options  based  on 
]  The  Dow. 

Introducing  Options  on  The  Dow.*  Now, The  Dow  is  more  than  a  guide  or  a  simple  index  It's  the 
basis  for  an  exciting  new  investment  tool.  Because  now  you  can  buy  and  sell  options  on  the  Dow  Jones  Industrial 
Averager  Options  on  The  Dow  (Ticker  Symbol  DJX)  trade  exclusively  at  the  world's  largest  options  market, 
The  Chicago  Board  Options  Exchange  (CBOE). 

Options  on  The  Dow"  let  you  put  your  knowledge  of  the  world's  most  visible  market  indicator  to  work  in 
ways  you  never  imagined.  All  it  takes  is  a  single  trade — at  a  fraction  of  the  cost  of  buying  individual  stocks.  Whether 
you  believe  the  market  is  going  up,  down  or  will  remain  unchanged,  there's  an  options  strategy  for  you. 

Take  a  step  toward  becoming  a  better  investor.  To  learn  more,  call  your  financial  advisor  or  The  CBOE  at 
1-888-35-lNDEX,  Ext.342,  for  your  FREE  information  pack  and  video,  "Options  on  The  Dow." 

Act  on  the  market  you  know  best. 


Be  A  Better  Investor. 


DOW. 


l-888-35-INDEX(Ext.342) 
wwvv.c    b    o    e    .com 


^^  p  TheChicagoBoard 
Options  Exchange 


'  Options  involve  risk  and  ace  no!  suitable  lot  all  investors.  For  more  Inlormalion.  consult  your  Investment  advisor  Prior  lo  buying  and  selling  options,  a  person  must  receive  a  copy  of  Chsracteristics  and  Bisks  of  Standardized  Opf/ors  which  is  available  iromThe  Ctucaao  Board  Options 
Exchange  by  calling  1-800-OPTIONS  or  by  writing  to  the  Exchange  at  400  S  LaSalle  Street.  Chicago.  IL  60605.  "Dow  Jones  Industrial  Average™"  "Options  on  The  Dow"'"  and  "The  Dow""  are  service  marks  of  Dow  Jones  S  Company,  Inc  and  these  have  beer\  licensed  tor 
certain  purposes  by  Ttie  Chicago  Board  Options  Exchange,  lnc.(C60E).  CBOE's  options  based  on  the  Dow  Jones  Averages  are  not  sponsored,  endorsed,  sold  or  promoted  by  Oow  Jones,  and  Dow  Jones  makes  no  representation  regarding  the  advisability  ot  Investing  in  such  products. 
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Company  (consecutive  years  on  list) 
business 


Profitability  Growth  Sales      Net     Market 

income  value' 

Recent     Est        Return  on  equity  Debt/             Sales  EPS  latest  latest 

price     1998       5-year       latest  equity      5-year      latest  5-year    latest        12           12 

EPS      average        12                   average       12  average      12  mos  mos 

mos                                mos  mos  ($mil)  ($mil)     ($mil) 


M 


^Q  Globailndustries (2)^ 

^^  offshore 
155     oilfield  services 

$19.88 

$0.84 

14.5% 

12.0% 

13% 

36%       45%       26% 
oilfield  services 

50.0% 

$242 

$37.4 

$1,807    : 

^^  Renal  Treatment  Centers^ 

outpatient  &  home 
■     care  dialysis  treatment 

35.56 

1.49 

14.5 

19.2 

95 

60          44          68 
medical  services 

26.9 

278 

26.2 

889    ; 

^n  FineHost^ 

food  &  beverage  concession 
■     &  catering  services 

40.81 

1.42 

14.3 

11.5 

78 

33          77          43 
business  services 

11.6 

181 

5.4 

369    j 

^Q  Philadelphia  Consolidated  Hldg^ 

property  & 
■     casualty  insurance 

45.25 

2,65 

14.2 

17.8 

0 

20           34           45 
insurance 

32.5 

96 

15.2 

276    \ 

^Q  Prime  Medical  Services 

operates  kidney  stone  treatment  centers 
■     in  hospitals,  clinics  &  mobile  units 

13.38 

0.84 

14.2 

18.7 

93 

34         128          56 
medical  services 

26.3 

91 

14.3 

258    1 

^n  HNC  Software^ 

financial  transaction 
■     &  credit  evaluation  software 

40.88 

0.78 

14.1 

13.8 

0 

75          78          30 
computer  software 

600.0 

71 

11.4 

794    1 

^Q  Motorcar  Parts  &  Accessories  (3)^ 

remanufactures  alternators 
:190     &  starters  for  autos  &  trucks 

20.00 

1.65 

14.1 

14.1 

44 

51           27          43 
auto  parts 

16.5 

90 

5.7 

101    i 

"Every  salaried  worker  in  our  company  is  part  of  a 
profit-sharing  bonus  plan  that  kicks  in  when  we 
reach  a  certain  operating  income  goal.  It  makes 
people  think  about  what's  good  for  the  company 
instead  of  what's  good  for  themselves,"  says 
Ronald  Rosenzweig,  chief  executive  of  Anadigics. 


j^J  HCC  Insurance^ 

property  & 
■     casualty  insurance 

27.19      1.71        14.0          20.7        7            56        -20          46       30.2          160        49.8     1,249    : 

insurance 

KJM  Patterson  Energy' 

onshore  contract  drilling 
:    ■     of  oil  &  natural  gas 

57.00      1.88        14,0          17.1       59           44          71           18       22.8          120          7.5       841     ; 

oilfield  services 

^Q  Regal  Cinemas  (3r 

^^  operates  movie  theaters 
:182     in  the  eastern  US 

28.31      1.62        14.0          13.1       18           57          34          45       36.2          310        37.0     1,020    \ 

leisure  &  entertainment 

^^m  Security  Dynamics  Technologies  (3)^ 

^^^  develops  &  markets 

i  192     computer  security  products 

36.38     0.94       14.0          17.5        0           75          64          77       75.8          100        21.2     1,376     ! 

computer  equipment 

^Q  Wackenhut  Corrections  (3)^ 
^^^  develops  &  manages 
;  149     correctional  facilities 

35.13     0.79        14.0          11.7        0           24          44          63       55.2          168        10.3       772     i 

business  services 

Stock  prices  as  of  Oct,  3,  ■  Not  on  last  year's  list,  *includes  all  share  classes.  Initial  public  offering  within  last  five  years,  NA:  Not  available  or  not  applicable,  NM:  Not  meaningful. 

Sources:  William  O'Neil  &  Co.;  Market  Guide  via  OneSource  Information  Services;  IBES  Express. 
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\  H  OUR  POI 


LlCVHOLDERi  Wt  ARE  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE    IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  P 


REVENT  CRIPPLING  INJURIES  AND  DEATH  BY  REMOVING  THE  CAUSES  OF  HOME,  K  IGH  WAY  AND  WORK  ACCIDENTS.  IT 


Liberty  Mutual's  managed  care  is  as  fast  as  Hectors  fast  break.  After  his  accident,  Hectors 
employer  called  our  24-hour  claims  service  hotline.  We  found  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  worked  to  help  Hector  properly  do  his  job  and  avoid  reinjury, 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  safer,  more  secure  life. 
>^     There'^  more  information  we'd  like  to  .ihare.  So  plea.ie  call  John  Ryan 


LIBERTY 
MUTUAL 


at  (617)  57^-5842  or  vuit  our  webAte  at  http:l/www. libertyniutual.com       r^j^g  freeJom  of  LiheT^ 
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ill 


ri     Presenting  our  new  expanded  line  of  servers.  Each  day  more  and  more  companies  realize 

I     the  power  and  advantages  of  running  their  operations  with  Compaq  servers. 

I  Today,  over  one  million  Compaq  servers  are  in  operation.  As  the  need  for  this  more  efficie 

I-  ^.^  v,-'-".>,^  I       j      intelligent  form  of  computing  has  expanded,  our  line  of  servers  has  expanded  to  meet  every  dc 
The  ProSignia  200  is  our  entry-level  server,  which  your  business  can  buy  for  the  price  of  a  desU 

For  workgroups,  we  offer  the  ProLiant  800  and  the  new  850R,  which  is  the  first  high-density,  rack-ready  workgroup  server. 

Moving  up  the  organization,  we  offer  the  scalable  and  flexible  ProLiant  2500  for  departments  and  the  ProLiant  6000,  which  delivers  (| 
price  performance  for  midrange  enterprises. 

The  ProLiant  6500  and  7000  are  the  newest  scalable  additions  to  our  line  and  establish  solid  enterprise  capabilities.  Each  offers  the| 
levels  of  availability  for  7x  24  computing. 

From  the  very  beginning,  Compaq  servers  have  set  the  standard  for  open  systems  computing.  Today,  Compaq  management  softwaijd 
companies  to  keep  networks  up  and  running  and  costs  down. 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  are  over.  The  future  with  Compaq  is  a  wide  open,  newly  povecl 
superhighway  just  begging  to  be  travelled. 

www.compaq.com/products/servers 
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IHt     ZUU     BtSI     SMALL     CUMPANItS     IN     AMtBICA 


Running  a  successful  small  company  can  sometimes 
be  more  lucrative  than  running  a  corporate  giant. 

Think  small,  get  rich 


By  Scott  DeCarlo 

The  average  200  Best  company  has  revenues  of  only 
$144  million,  pett}^  cash  next  to  The  Forbes  Sales  500, 
where  it  takes  revenues  of  $2.4  billion  to  qualif\'.  But 
small  doesn't  mean  poor.  There  may  well  be  more  money 
to  be  made  from  running  a  successful  small  company  than 
from  running  a  successful  big  company. 

The  median  chief  executive  compensation  among  the 
200  Best  is  $415,100.  This  compares  with  $2.3  miUion 
among  The  Forbes  Sales  500.  But  when  it  comes  to  per- 
sonal wealth,  the  picture  changes. 
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The  richest  chief  executive  in  the  200  Best  is  Sanjiv 
Sidhu,  40,  who  has  $772  million  of  stock  in  12  Tech- 
nologies. Sidhu,  an  immigrant  from  India,  founded  the 
company  in  Dallas  in  1988  and  took  it  public  on  Apr.  25, 
1996.  Since  its  offering,  the  stock  is  up  164%. 

Third- richest  chief  executive  on  the  200  Best  this  year 
is  engineer- turned-parking-lot-mogul  Monroe  Carell  Jr., 
who  owns  71\  of  Central  Parking.  Thanks  to  his  12.6  mil- 
lion Central  Parking  shares,  Carell  is  wortli  $683  million. 

In  addition  to  Carell  and  Sidhu,  two  other  small-com- 
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The  wealthiest 


Veterans  and  rookies 


1""" 

■n 

Total 
compensationt 

($thou) 

narket  value*              % 
($thou) 

1  :  Sanjiv  S  Sidhu/i2  Technologies 
:  0  Bruton  Smith/Speedway  Motorsports 
;  Monroe  J  Carell  Jr/Central  Parking 
:  Alan  Trefler/Pegasystems 
\  William  J  Dore/Global  Industries 

$772,000                53.87%           $266.1 
696,000                70.18              1,424.3 
682,980                71.80              1,051.3 
646,233                75.61                242.1 
580,777                32.17                311.3 

Stanley  E  Fulton/Anchor  Gaming 
John  G  Sperling/Apollo  Group 
;  Robert  L  Johnson/BET  Holdings 
;  James  R  Crane/Eagle  USA  Airfreight 
Russell  A  Gerdin/Heartland  Express 

578,550                53.15                345.0 
415,949                18.96                542.5 
365,923                41.43              1,129.4 
361,298                56.62                775.6 
342,266                42.65                300.0 

;  Bobby  G  Stevenson/Ciber 

;  James  J  Truchard/National  Instruments 

\  Robert  A  Kierlin/Fastenal 

:  Robert  F  Bernard/Whittman-Hart 

!  Jerry  A  Greenberg'/Sapient 

285,510                28.81                452.4 
281,935                27.78                254.1 
242,336                11.83                122.0 
224,669                38.00                370.0 
184,576                30.70                156.6 

;  John  H  Fain/Metro  Information  Services 
;  John  A  Pino/ACT  Manufacturing 
:  George  F  Colony/Forrester  Research 
:  Robert  W  Felton/lndus  International 
;  M  Tom  Christopher/Kitty  Mawk 

181,946                56.85                607.9 
168,912                56.77                476.2 
165,778                71.86                202.4 
149,587                49.58              1,035.7 
130.131                63.85              1,286.2 

Name/company 


Oldest 


John  G  Sperling/Apollo  Group 

76 

i  Dale  H  Ballard/Ballard  Medical  Products 

74 

Robert  E  Gray/St  John  Knits 

72      i 

Maxwell  V  Blum/Maxwell  Shoe 

71 

0  Bruton  Smith/Speedway  Motorsports 

71      ; 

Youngest 

Jerry  A  Greenberg/Sapient 

31     ; 

Scott  Dahnke/American  Business  Information 

32     : 

Robert  F  Bernard/Whittman-Hart 

36    ; 

Christian  L  Allison/Tollgrade  Communications 

36     : 

Michael  J  Barrist/NCO  Group 

36    ; 

Either  by  chasing  a  dream 
or  being  in  the  right  place 
at  the  right  time,  these  20 
small-company  top  executives 
have  become  centimillionaires. 
Note:  The  shareholding  figures 
reflect  only  stock  owned  by 
these  individuals,  and  not 
unexercised  options. 


*lncludes  all  share  classes,  tincludes  salary  plus  bonus,  other  compensation  and  stock  gains. 
'Office  is  jointly  held  with  J  Stuart  Moore. 


pany  executives  are  on  The  Forbes  Four  Hun- 
dred: O.  Bruton  Smith,  of  Speedway  Motor- 
sports, and  Alan  Trefler,  of  Pegasystems. 

In  compensation  terms,  the  highest  paid  among 
the  200  Best  chief  executives  is  William  Larson  of 
McAfee  Associates.  Larson's  compensation  last  year 
totaled  $23  million,  $22.6  million  from  the  exer- 

Who  makes  the  most 


dse  of  stock  options  and  $401 ,700  in  salary  and  bonus. 
Fellow  shareholders  can't  complain.  The  company 
has  a  five-year  return  on  equity  of  35.9%,  and  has 
delivered  a  five-year  stock  gain  of  1,245%.  McAfee  is 
likely  to  disappear  as  a  small  company.  As  we  went  to 
press  it  agreed  to  merge  witli  Net\vork  General,  the 
combination  to  be  called  Netu'ork  Associates.       ^M 


Chief  executive/company 

-  Compensation  ($thou)- 

— 

—  Stock  owned 

Sales 

Profits 

Return 

i^salarv 

other 

stock 

total 

'0 

nikt  val" 

latest  12 

rnoitth;: 

on  equity 

^bonus 

gauis 

($thou) 

•''        (Smil)   ; 

:>  VI  .ivi.! 

:   William  L  Larson/McAfee  Associates 

$399.3 

$2.4 

$22,610.5 

$23,012.2 

0.00%t 

$38 

$266 

$71.9 

35.9%  ; 

;   James  C  Smith/HealthCare  Compare 

1,059.0 

20.2 

6,714.3 

7,793.5 

1.27 

25,018 

259 

82.6 

24.1     : 

;   Dan  M  Palmer/Concord  EPS 

550.0 

— 

6,582.2 

7,132.2 

— 

— 

196 

33.9 

17.8     : 

:  James  A  Perakis/Hyperion  Software 

435.0 

— 

5,548.7 

5,983.7 

2.45 

14,256 

223 

14.6 

14.8     ; 

:   R  Charles  Loudermilk  Sr/Aaron  Rents 

708.3 

72.7 

5,156.3 

5,937.3 

29.80 

102,403 

296 

16.3 

15.0     '■ 

Michael  L  Campbell/Regal  Cinemas 

926.5 

— 

3,359,7 

4,286.2 

1.54 

15,691 

310 

37.0 

14.0     ; 

Robert  L  North/HNC  Software 

260.7 

4.5 

3,683.6 

3,948.8 

0.72 

5,690 

71 

11.4 

14.1     : 

;   William  G  Malloy/Scientific  Games  Holdings 

620.1 

3.0 

2,915.0 

3,538.1 

3.34 

8,533 

179 

22.7 

19.4     : 

Richard  B  Jaffe/Safeskin 

810.0 

— 

2,558.8 

3,368.8 

4.64 

53,697 

163 

32.6 

66.5 

;   Louis  C  Cole/Legato  Systems 

300.5 

2.9 

2,843.1 

3,146.5 

4.71 

26,532 

66 

13.8 

19.0 

;   'Includes  all  share  classes.  tLess  than  0.01%. 

William  Larson,  of  McAfee  Associates,  stands  out  from  the  pack  of  small-company  executives.  Larson 
made  $23  million  last  year.  On  the  other  hand,  he  holds  only  $38,000  in  IVIcAfee  stock  compared  with 
$16  million  for  the  median  executive  in  this  survey. 
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SPECIAL  ADVERTISING  SECTION 


Presented  by  R)rbeS  & 

The  Commonwealth  of  Virginia 
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►y  winning  consecutive  national 
titles  for  the  first  time  in  U.S. 
Corporate  Golf  Championship  history, 
the  team  members  from  Combined 
Insurance  have  established  themselves 
as  executive  golf  gladiators  defending 
their  prestigious  turf. 

But  is  the  team  from  Chicago  really 
ready  to  embrace  that  image  ? 

"We  remember  our  first  three  years, 
when  we  kept  entering  the  qualifier 
and  coming  away  empty,"  says  Richard 
Ravin,  the  company's  chairman  and 
CEO.  "So  as  a  team  we  commit  our- 
selves to  playing  smart,  avoiding  big 
risks  and  never  giving  up." 

Compared  to  last  year's  Hurricane 
Fran-plagued  event.  The  Homestead's 
famed  Cascades  Course  was  drenched 
in  nothing  but  sunshine  for  this  year's 
Sky  Tel  final.  The  par-70  Cascades  was 
dry  and  fast  and  apparently  ready  to 
favor  the  shotmaking  skills  of  the  lower 
handicappers. 

This  theory  seemed  well-founded 


Left  to  right:  Combined  Insurance 
winning  team  members  Joe  West,  Richard 
Ravin,  Ron  Agypt  and  John  Jarnot 

when  Friday's  first  round  ended  with 
MBNA  America  lodged  in  first  place  at 
4-over  and  R.R.  Donnelley  &  Sons  just 
four  shots  back  at  8-over.  0{  the  eight 
golfers  on  those  two  squads,  three  were 
playing  as  7s  and  only  one  had  a  handi- 
cap above  12. 


1997  SKYTEL  U5.  CORPORATE  GOl 
CHAMPIONSHIP  NATIONAL  HNAL 

HotlyContested   in    Hot    Spring^^ 


Charlie  Boarman,  MBNA's  VP  of 
group  administration,  was  low  man 
both  days  for  the  Delaware-based  ctedit 
card  firm.  Boarman  opened  with  a  solid 
round  of  79,  net  68,  in  which  he  did  all 
his  damage  on  a  six-hole  stretch  from 
No.  12  through  No.  17. 

Four  strokes  back  at  288  stood  R.R. 
Donnelley.  The  team's  model  of  consis- 
tency was  Steve  Zuccarini,  who  won 
the  individual  low  gross  medal  for  '97 
by  playing  both  of  his  nines  in  38  on 
Friday  and  both  nines  in  37  on 
Saturday.  On  the  way  to  a  76-74-150, 
net  136,  Zuccarini  enjoyed  some  spe- 
cial moments,  including  back-to-back 
net  eagles  on  the  16th  and  17th,  both 
of  which  are  par- 5  holes. 

His  playing  partner  Gary  Kohl  suf- 
fered a  rocky  finish  on  Day  2,  lowlight- 
ed  by  a  quadruple-bogey  9  on  the  par-5 
16th.  Kohl's  drive  at  16  found  the  fair- 
way bunker,  and  his  approach  shot 
found  a  greenside  bunker.  Faced  with  a 
chancy  lie  in  the  sand,  he  skimmed  the 
ball  over  the  green  into  dense  woods. 
From  there  it  was  chop-flop-chip-putt- 
putt,  and  the  balance  tipped  toward  the 
eventual  winners.  Combined  Insurance. 

Seven  shots  off  the  pace  after  posting 
a  first-round  net  score  of  291,  Ravin 
and  his  Combined  teammates  had  been 
poised  for  a  showdown.  The  Ravin- 
John  Jamot  twosome  sawed  a  dozen  big 


shots  off  their  previous  day's  combinec| 
net.  Ron  Agypt,  who  had  turned  in  or 
of  the  lowest  net  rounds  of  the  whole 
Sky  Tel  year  with  his  85,  net  64  on 
Friday,  came  back  in  crunch  time  withj 
a  more  mortal  96,  net  75.  Joe  West 
shot  an  85,  net  69  of  his  own.  With  it 
victory.  Combined  Insurance  earned 
$10,000  for  its  team  charity,  Pathway 
House  for  Children. 

All  teams  competing  in  the  '97 
national  final  matched  contributions 
from  the  Sky  Tel  purse.  Charitable  gifts] 
from  the  finals  totaled  $59,000,  while 
total  charitable  gifts  for  the  1997  series| 
amounted  to  $107,000  —  both  of 
which  set  records.  \ 

Winner  of  the  Most  Improved  iTeam 
award  was  Law  Companies,  which  bet- 
tered its  first-round  score  by  30  strokes 
in  the  second  day's  play. 

With  the  battle  decided,  the 
entire  field  donned  jackets  and  ties  for 
Saturday  night's  annual  championship 
dinner,  held  in  The  Homestead's 
unique  Sam  Snead  Tavern,  featuring 
Virginia's  governor,  George  Allen,  and 
Snead  himself.  Contestants  enjoyed  a 
casual  conversation  on  golf  with  one 
of  the  game's  all-time  greats,  plus 
the  usual  Sky  Tel  hospitality  and  fine 
companionship.  ■ 

Written  by  David  Gould 
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STAY  IN 
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IntroLlum"  ShWord"  Plus. 


The  first  nationwide  service  that  stores 


your  messages  when  you  go  out  of  range  and  automatically  delivers  them 
when  you  get  hack.  Because  to  stay  at  the  top  of  your  game,  youve  got 


to  stay  in  touch. 


Call  1-800-395-6741  or  visit  wvuw.skyteLcom 


WE  FEATURE  ADVANCED  MESSAGING  PAGERS  BY  MOTOROLA. 


Less  pay  now,  maybe  more  later 


Here's  a  surprise:  compensation.  Last  year,  median  total 
compensation  among  the  chief  executive  officers  of  the 
200  Best  actually  declined  by  9%,  to  $415,000,  versus 
$457,000  a  year  earlier. 

The  numbers  are  right,  but  before  you  jump  to  con- 
clusions about  any  numbers,  you'd  better  see  what  is 


behind  them.  In  this  case,  it's  less  than  meets  the  eye 
Total  compensation  dropped  because  fewer  executives 
exercised  stock  options,  prefernng  to  hold  them.  Fewer 
than  a  quarter  of  the  chief  executives  actually  exercised 
options  last  year,  as  opposed  to  54  the  year  before. 

It's  probable  that  many  of  these  indixiduals  are  sitting 
on  their  options  with  the  expectation  that  they'll  be  worth 
more  in  the  future.  Or  they  may  have  been  waiting  for 
Congress  to  cut  capital  gains  tax  rates.  Call  it  a  vote  of 
confidence  in  these  companies,  the  economy  and  the  stock 
market.  To  paraphrase  what  old  John  Maynard  Keynes 
used  to  say:  less  jam  today  for  more  jam  tomorrow. 

Our  total  compensation  figure  for  each  chief  execu- 
tive is  the  sum  of  the  following  three  items:  salary  and 
bonus,  gains  from  exercising  stock  options,  and  a  cate- 
gory called  "other"  (e.g.,  moving  expenses,  car  al- 
lowances, insurance  payments,  matching  contributions 
to  401(k)  plans).  ^ 


Chief  executive  (age) 

Company 


"Birthplace  Years  College 

^     .  with       as       undergraduate/      degrees 

.   '■  company  CEO         graduate 


Compensation  (Sthou) 

salary       ottier       stock         total 
+  bonus  gains 


Stock  owned 

%  mkt  var 

($thou) 


i  R  Charles  Loudermilk  Sr  (70) 
I  Aaron  Rents 

Atlanta,  GA 

42 

35 

U  of  North  Carolina 

BS 

$708.3 

$72.7 

$5,156.3   $5,937.3 

29.80% 

$102,403    j 

i  M  Anthony  White  (46) 
:  Abacus  Direct 

Ireland 

8 

8 

Trinity  C  (Ireland) 

BA 

516.5 

10.6 

—       527.1 

7.99 

24,767    i 

i  Donald  H  Neustadt  (48) 
;  Ace  Cash  Express 

Chicago,  IL 

10 

3 

U  of  Illinois 
Loyola  U  (IL) 

BA 
MBA 

420.6 

13.7 

—       434.3 

9.47 

12,405    : 

i  John  A  Pino  (49) 
:  ACT  Manufacturing 

Boston,  MA 

9 

4 

Boston  C 
Babson  C 

BA 
MBA 

280.0 

196.2 

—       476.2 

56.77 

168,912    i 

i  Robert  C  Abbe  (59) 
i  ADE 

Minneapolis,  MN 

30 

30 

Harvard 

BS 

387.9 

2.7 

—       390.6 

4.55 

19,806    ; 

i  Charles  WBirkett  (61) 
:  Advocat 

Canada 

3 

3 

U  of  Toronto 
U  of  Toronto 

BS 
MD 

345.2 

16.3 

—       361.5 

0.75 

521    : 

i  Ralph  R  Papitto  (69) 
I  AFC  Cable  Systems 

Providence,  Rl 

7 

1 

Bryant  C 

BS 

352.5 

10.9 

—       363.4 

25.60 

82,715    ; 

:  Joseph  ASasenick  (57) 
i  Alcide 

Chicago,  IL 

6 

5 

DePaul  U 
U  of  Oklahoma 

BA 
MA 

367.7 

— 

—       367.7 

0.34 

474    : 

i  Stan  Gang  (62) 
;  AlphaNet  Solutions 

New  York,  NY 

13 

13 

Thomas  Edison  St  C 

BS 

250.0 

3.0 

—       253.0 

40.77 

36,338    : 

i  Larry  1  Kane  (57) 
:  Alternative  Resources 

Chicago,  IL 

9 

9 

Illinois  Tech 
U  of  Chicago 

BS 

MBA 

320.0 

0.3 

—       320.3 

9.99 

37,457    ; 

:  Robert  TAmmerman  (58) 
:  American  Buildings 

Lewistown,  PA 

5 

5 

Shippensburg  U 

BS 

264.8 

8.5 

—       273.3 

0.90 

1.398  : 

Stock  prices  as  of  Oct.  3.  "Includes  all  share  classes. 
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7Ainerican  Century  Services  Corp,, 
Irican Century  Investment  Services,  Inc. 


Your  star  fund  manager  was  on  the  eighteenth  hole  when  lightning  struck 
out  of  nowhere.  Poor  fellow.  And  they  said  no  one  can  ever  fill  his  shoes. 
Poor  you.  At  American  Century,  our  funds  are  managed  by  teams.  Not  an 
individual.  So  we're  always  here,  to  make  sure  you  don't  get  burned.  But 
our  teams  do  more  than  watch  your  funds.  They  build  them,  company  by 
company.  Starting  with  the  resources  nobody  else  has.  A  proprietary 
database  that  tracks  the  performance  histories  of  over  18,000  companies. 
And  our  independent  research.  Armed  with  these  tools,  team  analysts 
and  fund  managers  can  sit  down  and  use  our  most  valued  resource.  Their 
heads.  The  companies  are  then  compared  and  selected.  Perhaps,  a  few 
arguments  ensue.  But  it's  a  good  thing.  It  means  that  every  company  is 
turned  inside  out  before  it  goes  in  the  portfolio.  What's  more,  everyday, 
each  team  gets  together  to  review  their  fund's  performance.  It's  this  kind 
of  thinking  that  makes  our  teams  work.  Not  stars.  Just  very  smart  people. 
Invest  in  our  thinking.  It  can  help  keep  you  ahead  of  the  game. 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing 
www.americancenturv.com 


American 
Century. 
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Chief  executive  (age) 

Company 


rthplace  Years  College Compensation  ($thou) 

with       as       undergraduate/      degrees         salary       other       stock 
company  CEO        graduate  +  bonus  gains 


Stock  owned 

.(>  mkt  val' 

($thou) 


Scott  Dahnke  (32) 

American  Business  Information 

Wayne,  Ml 

— t 

— t 

U  of  Notre  Dame 
Harvard 

BS 
MBA 

— 

— 

— 

1 

NA 

NA    1 

Jerome  M  Lapin  (67) 
American  Coin  Merchandising 

New  York,  NY 

3 

3 

$155.8 

$6.8 

$263.3 

$425.9 

6.64% 

$5,874    ' 

Ronald  Rosenzweig  (60) 
Anadigics 

New  York  State 

12 

12 

CUNY  City 

BS 

307.9 

6.8 

— 

314.7 

0.93 

6,003    \ 

Sidney  VCorder  (55) 
Analytical  Surveys 

San  Diego,  CA 

7 

4 

San  Diego  State  U 
Stanford  U 

BA 
MS 

266.1 

7.3 

414.4 

687.8 

0.14 

187 

Stanley  E  Fulton  (66) 
Anchor  Gaming 

Cumberland,  MD 

9 

9 

345.0 

— 

— 

345.0 

53.15 

578.550    i 

John  G  Sperling  (76) 
Apollo  Group 

Willow  Springs,  MO 

23 

23 

ReedC 
Cambridge 

BA 

PhD 

542.5 

— 

— 

542.5 

18.96 

415,949    i 

Richard  J  Laporte  (52) 
Applied  Voice  Technology 

Milwaukee,  Wl 

7 

7 

300.7 

2.7 

— 

303.4 

— 

—    ; 

Dino  Rossi  (43) 
Balchem 

Washington,  PA 

1 

— t 

West  Virginia  U 

BS 

136.0 

27.6 

— 

163.62 

— 

—     : 

JohnPWilmers(53) 
Ballantyne  of  Omaha 

Duluth,  MN 

16 

— t 

367.3 

— 

^ 

367.3^ 

0.07 

114   i 

Dale  H  Ballard  (74) 
Ballard  Medical  Products 

Draper.  UT 

19 

19 

U  of  Utah 

BS 

240.6 

— 

— 

240.6 

6.05 

42,341    ; 

William  R  Pray  (50) 
Barnett 

New  York,  NY 

19 

4 

Quinnipiac 

BA 

374.2 

58.9 

— 

433.13 

— 

—   : 

Andrew  Rudd  (47) 
Barra 

UK 

22 

13 

Sussex  U 

U  of  Cal  Berkeley 

BS 
MBA,  PhD 

750.0 

— 

— 

750.0 

20.66 

77,168    ; 

Being  public  helps.  Joel  Schwartz,  chief  executive 
of  Benihana,  says:  "We  have  resources  that  the 
mom-and-pop  restaurants  don't.  Our  benefits 
include  stock  options.  That's  security  for  the  chefs 
and  managers.  Our  turnover  is  low." 


t 


Joel  A  Schwartz  (55) 
Benihana 

Newark,  NJ 

17 

14 

Seton  Hall  U 

BS,  BA 

247.7 

63.3 

159.4        470.4 

0.51 

385 

Robert  L  Johnson  (51) 
BET  Holdings 

Hickory,  MS 

18 

18 

U  of  Illinois 
Princeton 

BA 

MA 

886.3 

243.1 

—     1.129.4 

41.43 

365,923    '■ 

Edgar  W  Blanch  Jr  (61) 
EW  Blanch  Holdings 

Baltimore,  MD 

39 

21 

895.0 

101.8 

—       996.8 

5.39 

21,664    i 

Dennis  H  Nelson  (47) 
Buckle 

Kearney,  NE 

27 

— t 

U  of  Nebraska 
at  Kearney 

BA 

1,253.7 

7.7 

—     1,261.4^ 

0.16 

565    i 

Pauls  Bush  (61) 
Bush  Industries 

Clean,  NY 

38 

26 

Rensselaer 

BS 

1,391.8 

307.8 

—     1,699.6 

31.49 

115,068    i 

;  Alfred  Weber  (65) 
;  C&D  Technologies 

Germany 

8 

4 

U  of  Maryland 

BA 

583.8 

4.9 

2,360.6     2,949.3 

2.02 

6,002    1 

;  James  K  Sims  (51) 

:  Cambridge  Tech  Partners 

Detroit,  Ml 

6 

6 

870.8 

4.8 

—       875.6 

2.58 

46,042    ; 

Stock  prices  as  of  Oct.  3.  *lnciudes  all  share  classes.  "Less  than  one  year's  service.  'New  CEO;  no  salary  available.  ^New  CEO;  compensation  is  for  another  executive  office.  ^Figures  are  for 
the  fiscal  year  ending  June  30,  1996.  NA:  Not  available. 
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UR  CEMEIMT  BUILT  THE  BRIDGE. 


ment  can  do  more  than  buiid  bridges.  It  can 


^Ijen  borders.  And  at  a  growing  number  of 


[jiiding  projects,  Cemex  is  the  cement  of 


loice.  With  operations  in  22  countries  and 


ade  relations  with  60  countries,  Cemex 


ombines 


he  use  of  the  latest  production  technology 


Afith  an  efficient,  environmentally  sound 


approach  to  meet  the  needs  of  customers 


everywhere.  Because  we're  not  just  building 


bridges,  we're  building  a  better  world.  To 


AN  OBSTACLE  lAfAS 


learn  more. 


AIMD  A  BOUIMDARY  DISAPPEARED 


visit  our  web  site  at  www.cemex.com. 


N?    *     ? 


t*     W 


'i' 


-^'.'"i^  I 


**  **V    *       *    *C       ^\    .~f 


7 


\ 


V      t:i 


>'  ..* 


Building   a   Better  World. 


^<-4v> 


v4V. 


■.■*i5 


Alamillo  Bridge  in  SevM/Spain. 


Remember  HOW 

•9 

mother  told  you 
not  to  cut  in  line^ 

She  didn*t  li\ 
in  airports. 


Ill  our  l)(>ok  of  eUqiU'tlc,  vvhon  you  spend  half  your  life  fhing,  you  shouldn't  have 
to  spend  llic  other  half  waitino-  in  lines  at  the  airport.  That's  why  we  give  you 
aecrss  lo  Uinted's  Web  site  and  to  Unito'd  Conneetionf  a  software  program  that  lets 
S^lf make  reservalions  and  seleet  the  best  available  seats  on  vour  F^C.  That  way 
yon  ean  spend  less  time  in  airports  and  more  time  at  home.  Ah)ther  would  like  that. 
('ompaNd  to  lh(>  rest  of  the  industr\\  United  is  heading  in  a  different  direction. 


liitfiiJititt'di'onncifitiri'  soft- 
u'<in\ypii:gfl  Ihr  hfstfans ttrii. 
nin  Sf/trtynuroii-n  .■itti/fro/n 
your  /i0rnex^ioffi<f. 


On  I'nititJ's  Web  site,  yuu  are 
alwuysfirst  in  line  for  checking 
Jiifiht  schetiittes  and  luailiihilitv. 


Electronic  tickets  help  you 
a  uuid  lines  and  hassles.  You 
call  bypass  the  ticket  counter 
and  ^o  straight  to  the  gate. 


I'.-ill  1-S(l(Mi2(i-7!l7;j  (n-  vi> 


ill  www.iial.coin. 


m  UNITED  AIRLINES 


M  %     '3 


f 


» 


^ 


\ 


CEOs    OF   THt    gnu    RFST    SMttlL    CBMPnMIFS    IM    flMFRIRf 


IK 


hi 


Chief  executive  (age) 

Company 


Years 

with        as 
company  CtO 


College 

undeigradiiate/ 
graduate 


degrees 


Coinpfliisatiun  ($lhou) 

Othe'l  slink 


Stock  owned 


+  honus 


MonroeJCarellJr(66) 
Central  Parking 

Nashville,  TN 

29 

29 

Vanderbilt  U 

BSEE 

$1,040.9 

$10.4 

— 

$1,051.3 

71.80%  $682,980 

Marshall  T  Leeds  (42) 

JW  Charles  Financial  Services 

Miami,  PL 

14 

14 

1,517.1 

13.0 

$497.8 

2,027.9 

26.32 

10,919 

Harold  A  Lewis  (52) 
Childtime  Learning  Centers 

Bronx,  NY 

6 

6 

Hofstra  U 
NYU 

BBA 
MBA 

232.0 

2.4 

— 

234.4 

3.12 

1,915 

Thomas  H  Meeker  (54) 
Churchill  Downs 

Lawton,  OK 

13 

13 

Northwestern  U 
U  of  Louisville 

BS 
JD 

435.5 

66.9 

— 

502.4 

0.36 

572 

Bobby  G  Stevenson  (55) 
Ciber 

Lubbock,  TX 

23 

20 

Texas  Tech  U 

BA 

447.9 

4.5 

— 

452.4 

28.81 

285,510 

Mark  D  Kvamme  (36) 
CKS  Group 

New  York,  NY 

10 

6 

U  of  Cal  Berkeley 

BA 

347.8 

3.3 

— 

351.1 

12.46 

67,993 

Lawrence  E  Gloyd  (64) 
Clarcor 

Milan,  IN 

11 

9 

Hanover  C 

BA 

693.2 

154.1 

333.6 

1,180.9 

1.80 

8,564 

Frank  PFilipps  (50) 
CMAC  Investment 

New  York,  NY 

5 

2 

Rutgers 
NYU 

BS 

MBA 

500.0 

7.5 

— 

507.5 

0.39 

4,956 

Daniel  L  McGinnis  (58) 
Coherent  Communications 

Honesdale,  PA 

9 

3 

U  of  Notre  Dame 
Lehigh  U 

BA,  BS 
MBA 

351.3 

20.4 

2,659.1 

3,030.8 

4.86 

21,161    \ 

Dennis  C  Pence  (47) 
Coldwater  Creek 

Piqua,  OH 

13 

9 

Antioch  U 

BA 

225.0 

3.9 

— 

228.9 

35.80 

113,206    : 

John  J  Cassese  (52) 
Computer  Horizons 

Newark,  NJ 

28 

15 

Rutgers 

BS 

625.0 

44.3 

— 

669.3 

5.94 

58,506    : 

.  Jerry  W  Davis  (53) 

:  Computer  Mgmt  Sciences 

Jacksonville,  FL 

14 

14 

U  of  Florida 

BS 

250.5 

— 

— 

250.5 

17.06 

52,269    i 

.  Joseph  MO'Donnell  (51) 
'.  Computer  Products 

Rochester,  NY 

3 

3 

U  of  Tenn  Knoxville 
U  of  Tenn  Knoxville 

BS 
MBA 

583.0 

27.8 

1,636.3 

2,247.1 

0.31 

2,200    i 

i  Dan  M  Palmer  (54) 
:  Concord  EFS 

Memphis,  TN 

15 

8 

U  of  Memphis 

BA 

550.0 

— 

6,582.2 

7,132.2 

— 

: 

:  Joe  R  Davis  (54) 

I  Consolidated  Graphics 

Ogden,  AR 

12 

12 

U  of  Arkansas 

BBA 

228.0 

— 

— 

228.0 

16.05 

103,005    : 

i  Alan  B  Oilman  (67) 
:  Consolidated  Products 

South  Bend,  IN 

5 

5 

Indiana  U 
Indiana  U 

BA 
MBA 

460.0 

102.0 

74.8 

636.8 

0.72 

2,178    i 

:  Paul  N  Arnold  (51) 
!  Cort  Business  Services 

Nicaragua 

29 

5 

Tulane  U 
Loyola  U  (LA) 

BA 
JD 

391.6 

11.8 

— 

403.4 

0.37 

1,942    i 

:  V  Gordon  Clemons  (54) 
;  CorVel 

Boise,  ID 

9 

9 

Oregon  State  U 
U  of  Oregon 

BS 
MBA 

250.0 

0.6 

— 

250.5 

7.89 

13,095    i 

:  John  B  Scheumann  (48) 
:  Crossmann  Communities 

Lafayette,  IN 

20 

5 

Ball  State  U 

BS 

415.0 

19.2 

— 

434.2 

23.92 

59,807    i 

I  Robert  J  Fabbricatore  (55) 
;  CTC  Communications 

New  York,  NY 

17 

4 

St  Francis  C  NY 

BA 

300.0 

18.1 

— 

318.1 

27.45 

22,239    : 

;  Stephen  F  Thornton  (57) 
:  Cybex  Computer  Products 

Rokersville,  AL 

13 

13 

Auburn  U 

BSEE 

192.2 

5.4 

— 

197.6 

10.83 

16,056    : 

;  Charles  VProthro  (55) 
:  Dallas  Semiconductor 

Wichita  Falls,  TX 

13 

8 

Stanford  U 
Harvard 

BS 
MBA 

829.2 

89.4 

— 

918.6 

2.13 

27,737    ; 

■:  Larry  GBIackwell  (56) 
:  Datastream  Systems 

Philadelphia,  MS 

11 

11 

U  of  Mississippi 
Georgia  Tech 

BS 

MS 

167.0 

4.8 

— 

171.8 

18.57 

62,607    ; 

Stock  prices  as  of  Oct.  3.  *lncludes  all  share  classes. 
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Lap  of  luxi 
Seat  of  power. 


The  Mitsubishi  Diamante  strikes  a  diplomatic  to  provide  stunning  silence.  And  the  list  of 
balance  between  elegance  and  strength.  With  luxuries  is  equally  impressive,  with  a  multi- 
the  largest  V6  in  its  class*  The  Mitsubishi  Diamante,  adjustable  driver's  seat,  a 
and  a  transmission  that  will  learn  Built  For  Livingl"  6-speaker  audio  system,  fully- 
your  driving  style,  acceleration  is  outstanding.  automatic  climate  control  and  an  anti-theft 
Advanced  sound  insulation  combines  with  one  security  system.  The  Mitsubishi  Diamante, 
of  the  most  aerodynamic  designs  in  its  class        superb  seating  for  a  command  performance. 


The  interior  is  always 
comfortable,  thanks 
to  a  fully-automatic 
climate  control  system? 


The  refined  3.5-liter, 
210-horsepower  V6  is 
strong,  smooth  and 
remarkably  efficient. 


A 


MITSUBISHI 
DIAMANTE 


Built    For    Living. 


For  the  dealer  nearest  you  or  a  free  brochure,  call  1-800-55MITSU.  Or  visit  our  web  site  at  www.mitsucars.com 

'Class  includes  1997  Import  naar-luxury  sedans  priced  under  $40,000.  tinset  photo  shows  vehicle  with  optional  Luxury  Convenience  Group. 


CEOs   OF  THE   200   BEST   SMALL   COMPANIES    IN   AMERICfl 


Chief  executive  (age) 

Company 


Birthplace 


Years  College 

with       as       undergraduate/      degrees 
company  CEO        graduate 


Compensation  ($thou)  ■ 

salary-       other       stock 
+  bonus  gains 


Stock  owned 
b  mkt  val' 

(Sthoiii 


MarkAVidovich(47) 
Day  Runner 

San  Pedro,  CA 

11 

11 

Cal  St  Long  Beach 

BA 

$300.0 

$2.5 

—      $302.5 

1.75% 

$3,761    i 

Joseph  C  Berenato  (51) 
Ducommun 

Atlantic  City,  NJ 

6 

— t 

US  Military  Acad 
U  of  Virginia 

BS 

MA 

440.0 

40.6 

—       480.6' 

0.23 

629    j 

Paul  J  McCarthy  (59) 

Duff  &  Phelps  Credit  Rating 

Danbury,  CT 

6 

6 

U  of  Connecticut 
U  of  Pittsburgh 

BA 
MBA 

1,127.8 

8.3 

—     1,136.1 

1.36 

2,143    j 

Karl  F  Storrie  (60) 

Dura  Automotive  Systems 

Harrisburg,  PA 

6 

6 

use 

BS 

694.2 

14.6 

—       708.8 

1.63 

4,821    : 

James  R  Crane  (43) 
Eagle  USA  Airfreight 

St  Louis,  MO 

13 

13 

Central  Missouri  St  U 

BS 

761.6 

14.0 

—        775.6 

56.62 

361,298    : 

Randall  W  White  (55) 
Educational  Development 

Mannford,  OK 

14 

11 

Oklahoma  State  U 

BS 

110.0 

— 

—       110.0 

13.33 

5,216    i 

Donald  R  VanLuvanee  (53) 
Electro  Scientific  Industries 

Neosho,  MO 

5 

5 

Rensselaer 
Rensselaer 

BSEE 
MS 

520.0 

158.1 

—        678.1 

0.25 

1,540    1 

Donald  K  Skinner  (56) 
Eltron  International 

Culver  City,  CA 

8 

4 

West  Coast  U 
Pepperdine  U 

BSME 

MBA 

280.7 

— 

—       280.7 

9.47 

23,742    : 

Alexander  M  Milley  (44) 
Elxsi 

Winchester,  MA 

8 

8 

Harvard 
Columbia 

BA 
MBA 

120.0 

— 

—       120.0 

20.61 

9,487    : 

Joseph  E  LaptewiczJr  (48) 
Empi 

Hudson,  MA 

3 

3 

Worcester  Polytech 
Cornell 

BS 
MS 

391.1 

4.8 

—       395.9 

0.06 

118  ; 

Stephen  P  Robeck  (49)^ 
Equity  Marketing 

Los  Angeles,  CA 

12 

6 

Lake  Forest  C 

BA 

500.0 

38.9 

—       538.9 

22.74 

39,768    ; 

Thomas  BWaldin  (55) 
Essef 

Estonia 

7 

7 

MIT 
YorkU 

BS 

MBA 

265.0 

6.6 

—       271.6 

0.62 

1,163    \ 

Richard  Kerley,  chief  executive  of  Fine  Host,  advises 
staying  levelheaded  about  expansion:  "You  need  to  have 
a  focus  on  where  your  business  is  going.  People  get 
swayed  by  the  lure  of  dollars  elsewhere.  But  spreading 
your  wings  is  something  you  do  when  you're  mature." 


Howard  EWille  (69) 
Factset  Research  Systems 

New  York,  NY 

19 

19 

CUNY  City 

BA 

650.0 

263.0 

—       913.0 

21.65 

64,705 

Robert  A  Kierlin  (58) 
Fastenal 

Winona,  MN 

30 

30 

U  of  Minnesota 
U  of  Minnesota 

BS 
MBA 

122.0 

— 

—       122.0 

11.83 

242,336 

;  Richard  E  Kerley  (56) 
I  Fine  Host 

Pittsburg,  KS 

7 

6 

Auburn  U 

BS 

481.5 

44.8 

—       526.3 

0.77 

2,857 

:  George  F  Colony  (44) 
;  Forrester  Research 

Keene,  NH 

14 

14 

Harvard 

AB 

194.7 

7.7 

—        202.4 

71.86 

165,778    : 

I  Tom  Kartsotis  (38) 
i  Fossil 

Albuquerque,  NM 

13 

5 

272.9 

2.6 

—       275.5 

39.59 

109.533    : 

:  David  1  Sheinfeld  (43) 
:  Fresh  America 

Atlantic  City,  NJ 

7 

5 

American  U 
Cal  Western  Law 

BS 
JD 

277.5 

56.9 

—        334.4 

13.15 

.  10,703    : 

i  GaryADachis(53) 
i  Game  Financial 

Minneapolis,  MN 

7 

7 

U  of  Minnesota 

BA 

192.0 

36.0 

—       228.0 

45.35 

20,501    : 

Stock  prices  as  of  Oct.  3.  *lncludes  all  share  classes.  *Less  than  one  year's  service.  *New  CEO;  compensation  is  for  another  executive  office.  ^Office  jointly  held  with  Donald  Kurz. 
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4  Weeks 
Absolutely  Free! 


Four  weeks  of  unbiased,  exceptional  coverage  of  world  business  news  —  FREE. 

Subscribe  to  the  Financial  Times  today  and  get  the  news  and  information  you  need  to  stay  on  top 
of  what's  happening  in  the  world. 

The  Financial  Times  can  give  you  the  edge  you  need  to  succeed  in  the  global  marketplace.  It's 
the  single  source  of  in-depth  world  news  and  information  you  require.  Six  days-a-week  you'll  get  the 
inside  story  on  emerging  markets,  business,  government,  management  and  technology,  delivered  to 
your  home  or  office.  And  our  new  U.S.  edition  gives  a  fresh  perspective  on  the  stories  and  topics  of 
interest  to  American  readers. 


Receive  four  weeks  of  the  Financial 
Times  —  FREE!  If  at  the  end  of  this  special 
trial  period  you  agree  the  Financial  Times 
gives  you  the  news  and  information  you 
can  depend  on,  pay  the  invoice  and  you'll 
get  a  full  year  (52  weeks  in  all)  for  only 
$225  —  that's  50%  off  the  regular  price! 
If  you  decide  not  to  subscribe,  just  write 
'cancel'  across  the  invoice  and  return  it 
to  us  —  no  questions  asked. 

Subscribe  to  the  one  newspaper 
more  business  leaders  and  readers  rely 
on  every  day.  The  Financial  Times. 
Call  800-628-8088,  ext.  1153. 

FINANCIAL  TIMES 

No  FT,  no  comment. 


MCl" 


Reasons  to  read  the 
Financial  Times  right  now: 


•  The  inside  story:  the  players, 
the  strategies,  the  markets 

•  Now  edited  in  America:  a  new 
perspective  for  ULS.  readers 

•  Trusted  and  respected 
the  world  over 

•  Free  offer  —  no  risk 
or  obligation 


Lr  -  - ^-^ 1 

I !    1 6S  f  please  send  me  the  Financial  Times  six  days-a-week  (Monday  -  Saturday)  for  the  next  4 

,  weeks  FREE.  If  I  like  it,  I'll  pay  just  $225  for  a  one-year  subscription  (52  weeks  in  all)  when  you  bill  me 
later.  That's  a  50%  saving  on  the  regular  price.  If  I  decide  it's  not  for  me,  I'll  write  'cancel'  on  your  invoice, 
return  it  and  owe  nothing.  The  month  of  free  issues  is  mine  to  keep  without  any  obligation.  (Limited  time 
offer  good  for  new  subscribers  in  the  U.S.  only  through  December  31, 1997.) 

Name 

Company/Title 


Address/ Apt./Floor/Suite 
City/State/Zip 


Telephone/Fax  (optional)_ 


For  immediate  service  call  800-828-8088,  ext.  1153, 

Fax:  212-308-2397,  or  mail:  FINANCIAL  TiMES,  14  East  60th  Street,  New  York,  NY  10022 

E-mail:  circulation@financialtimes.com 
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Printed  in  London,  Franltfurt,  New  York,  Paris,  Tokyo,  Stockholm,  Los  Angeles,  Leeds,  IVIadrid  and  Hong  Kong. 

Read  by  over  a  million  people  in  over  140  countries  worldwide. 


CEDS    OF   THE 


T    SMALL    GHMPflMIFS    IN    flMFRI 


Chief  executive  (age) 

Company 


Years  College comp«Bsaiion  c. . 

with       as       undergraduate/      degrees         salary       iithfi        stock 
company  CEO        graduate  +  bonus  gams 


Stock  owned 

b  uiKt  vjl 

($thou) 


Herbert  F  Imhoff  (71) 
GenI  Employment  Enterprises 

Murphysboro,  IL 

40 

33 

$635.6 

$1.9 

$391.3 

$1,028.8 

27.98% 

$12,999  1 

Fred  T  Bauer  (54) 
Gentex 

Mount  Olive,  NC 

18 

12 

Michigan  State  U 

BS 

378.3 

4.0 

— 

382.3 

6.27 

52,709   i 
1 

William  J  Dore  (55) 
Global  Industries 

New  Iberia,  LA 

24 

24 

McNeese  State  U 
McNeese  State  U 

BA 
MEd 

287.3 

24.0 

— 

311.3 

32.17 

580,777    i 

Gary  White  (45) 
Gymboree 

Cleveland,  OH 

1 

— t 

441.4 

0.5 

— 

441.9 

— 

—     : 

Stephen  L  Way  (48) 
HCC  Insurance 

23 

23 

1,020.6 

135.4 

— 

1,156.0 

8.24 

102,915    i 

James  C  Smith  (56) 
Healthcare  Compare 

Lynn,  MA 

13 

13 

Northeastern  U 

BA 

1,059.0 

20.2 

6,714.3 

7,793.5 

1.27 

25,018    i 

Russell  A  Gerdin  (56) 
Heartland  Express 

Princeton,  MN 

19 

19 

Moorhead  State  U 

BA 

300.0 

— 

— 

300.0 

42.65 
1 

342,266    i 

Michael  E  Henry  (36) 
Jack  Henry  &  Associates 

Chickasha,  OK 

18 

3 

190.4 

— 

— 

190.4 

18.70 

92,951    i 

Henry  Arnberg  (54) 
Hirsch  International 

Altoona,  PA 

27 

17 

U  of  Bridgeport 
Adelphi  U 

BS 

MBA 

1,256.8 

22.0 

— 

1,278.8 

20.57 

35,201    i 

Robert  L  North  (62) 
HNC  Software 

Topeka,  KS 

10 

10 

Stanford  U 
Stanford  U 

BSEE 

MSEE 

260.7 

4.5 

3,683.6 

3,948.8 

0.72 

5,690    i 

Marcia  J  Radosevich  (44) 
HPR 

Centreville,  lA 

9 

9 

Cornell 
U  of  Iowa 

BA 
PHD 

329,.8 

— 

2,291.1 

2,620.9 

3.85 

13,745    i 

James  A  Perakis  (54) 
Hyperion  Software 

Lynn,  MA 

12 

12 

U  of  S  Carolina 
Columbia 

BSEE 
MBA 

435.0 

— 

5,548.7 

5,983.7 

2.45 

14,256    : 

Robert  W  Felton  (58) 
Indus  International 

Pittsburgh,  PA 

9 

9 

Cornell 

U  of  Washington 

BS 

MS 

202.3 

4.4 

829.0 

1,035.7 

49.58 

149,587    ; 

Thomas  W  Haley  (61) 
Innovex 

Bird  Island,  MN 

25 

25 

U  of  Minnesota 

BA 

333.5 

4.3 

— 

337.8 

9.06 

39,992    : 

Chester  J  Luby  (66) 
Interstate  Natl  DIr  Svcs 

Denver,  CO 

5 

5 

U  of  Chicago 
Yale 

BA 
JD 

226.8 

62.9 

9.8 

299.5 

15.18 

5,416    i 

■  SanjivSSidhu(40) 
12  Technologies 

India 

9 

2 

Osmania  U  (India) 
Oklahoma  State  U 

BS 

MS 

225.0 

41.1 

— 

266.1 

53.87 

772,000    i 

:  James  D  Armstrong  (46) 
:  JDA  Software  Group 

Canada 

11 

11 

275.0 

10.2 

— 

285.2 

14.74 

75,972    i 

:  Stephen  H  Greenspan  (55) 
;  K&G  Men's  Center 

Bronx,  NY 

7 

7 

120.0 

4.8 

— 

124.8 

17.08 

32,406    : 

;  Charles  J  Hogarty  (56) 
:  Keystone  Automotive  Inds 

37 

— t 

372.0 

13.7 

— 

385.7^ 

2.52 

6,699    i 

:  M  Tom  Christopher  (50) 
:  Kitty  Hawk 

Dallas,  TX 

19 

19 

U  of  Texas  Austin 

BBA 

909.4 

376.8 

— 

1,286.2 

63.85 

130,131    : 

!  Kevin  P  Knight  (41) 
:  Knight  Transportation 

Ogden,  UT 

7 

7 

254.1 

1.7 

— 

255.8 

15.02 

43,304    ; 

i  Mark  A  Betker  (47) 
:  Koala 

Milwaukee,  Wl 

2 

2 

U  of  Wis  Milwaukee 
Regis  U 

BBA 
MBA 

202.6 

— 

— 

202.6 

0.20 

84    i 

i  Martin  A  Kits  van  Heyningen  (38) 
:  KVH  Industries 

Canada 

19 

7 

Yale 

BA 

269.4 

— 

338.6 

608,0 

17.35 

9,786    i 

Stock  prices  as  of  Oct.  3.  *lncludes  all  share  classes. 

^Less  than 

one  year's  service.  ^New  CEO;  compensation  is 

for  another  executive  offio 

1 
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Merrill    Ly  n  c 


a  n  n  i  n  e    D  i  f  f  e 


I 


Now  small  businesses  can  get  the  kind  of 

cash  management  big  business  gets 

and  banks  don't  provide. 

Having  a  bank  managing  your  working  capital  may  be  working  against  you. 

The  Merrill  Lynch  Working  Capital 


Management^'^  account  (WCMA®  account) 
offers  small  business  owners  a  single 
system  for  cash  management  to 
optimize  cash  flow  by  integrating 
checking,  borrowing  and  investments, 
automatically. 

And  with  Merrill  Lynch  OnLine^^'  you 
can  also  access  your  account  activity 
electronically,  e-mail  your  Merrill  Lynch 
Financial  Consultant,  access  the  Internet, 
pay  bills  and  more. 

A  Merrill  Lynch  Financial  Consultant  and  a  team  of  business  specialists  can  help  you  meet  all  your  business 

financial  needs  and  can  meet  with  you  at  your  place  of  business. 

Call  for  your  free  WCMA®  Maximizer^  software 
and  our  research  report,  Business  Insights. 

You'll  receive  our  free  informative  software,  WCMA®  Maximizer'^',  to 
maximize  the  cash  flow  of  your  business  and  show 
you  the  savings  you'll  realize  using  Merrill  Lynch 
instead  of  your  bank.  We  will  also  waive  the 
Merrill  lynch  OnLine  enrollment  fee  when  you 
open  a  WCMA  account.  Get  more  out  of  your 
working  capital  with  the  WCMA  account 
from  Merrill  Lynch. 


Call  1-800-MERRILL,  ext.  2719 

and  receive  your  free  WCMA  Maximizer  software  and  our  research  report,  Business  Insights. 

The  diflFerence  is  Merrill  Lynch. 


Features 

1  WCMA  Account   1 

Typical  Bank 

Automatic  Investment  of 
Incoming  Funds  in  One  Account 

Yes 

No 

Automatic  Access  to  Credit 

Yes 

No 

Variety  of  Investment  Options 

Yes 

No 

Cliecking  with  Interest 

Yes 

No 

Access  to  Financial 
Consultants  and  Team  of 
Small  Business  Specialists 

Yes 

No 

Merrill  Lynch 

A  tradition  of  trust. 


WCMA  is  a  registered  service  mark  of  Merrill  1  ynch  &  Co.,  Inc.  WCMA  Maximizer.  Working  Capital  Management  and  Merrill  Lynch  OnLine  are  service  marks  of  Merrill  bnch  &  Co.,  Inc. 

©l')<)7  Merrill  Lynch,  Pierce,  Fcnncr  &  Smith  Incorporated.  MemhcrSIPC. 


litUS     Ur     IHt     ^UU     HthI     aiVmLL     UUIVlPftlllth     in     flWUKILf 


Chief  executive  (age) 

Company 


Years  College 

with       as       undergraduate/      degrees 
company  CEO        graduate 


■  Compensation  ($thou)  -^SSSI       Stock  owned 
salary       other        stock         totals       %  mktvar 

+  bonus  gains       MH  ($thou) 


•  Louis  C  Cole  (54) 
Legato  Systems 

Erie,  PA 

8 

8 

Penn  State  U 

BS 

$300.5 

$2.9 

$2,843.1 

$3,146.5 

4.71% 

$26,532 

1 

Edwin  W  Moats  Jr  (49) 
Logan's  Roadhouse 

Nashville,  TN 

5 

5 

Vanderbilt  U 

BA 

230.0 

— 

— 

230.0 

4.68 

8.428 

y 

C  Michael  Daley  (61) 
LoJack 

Boston,  MA 

11 

11 

Boston  C 
Boston  C 

BS 

MBA 

485.1 

3.6 

— 

488.7 

0.78 

2,082 

1 

Daniel  H  Leever  (49) 
MacDermid 

Waterbury,  CT 

15 

7 

Kansas  State  U 
U  of  New  Haven 

876.3 

33.2 

331.3 

1,240.8 

7.46 

44,624 

Maxwell  V  Blum  (71) 
Maxwell  Shoe 

Boston,  MA 

48 

48 

Boston  U 

BS 

712.0 

— 

— 

712.0 

— 

— 

William  L  Larson  (41) 
McAfee  Associates 

Salem,  MA 

4 

4 

L)  of  Pennsylvania 

Stanford  U 

BA 
JD 

399,3 

2.4 

22,610.5 

23,012.2 

—  ' 

38 

1 

i 

John  R  Stevenson  (54) 
McWhorter  Technologies 

Langdon,  ND 

3 

3 

Metropolitan  State  U 

BS 

527.8 

60.1 

35.2 

623.1 

0.74 

1,915 

John  PMcConneii  (47) 
Medic  Computer  Systems 

Abingdon,  VA 

15 

15 

Virginia  Polytech 

BS 

552.8 

26.2 

— 

579.0 

6.78 

59,797 

Christopher  J  Conway  (58) 
:  Mentor 

UK 

28 

28 

U  of  Minnesota 

BA 

532.5 

9.1 

— 

541.6 

2.56 

21,041    i 

I  William  J  Motto  (56) 
!  Meridian  Diagnostics 

Pittsburgh,  PA 

21 

2 

377.5 

12.8 

— 

390.3 

30.78 

51,961    i 

I  Luke  R  Schmieder  (54) 
;  Mesa  Laboratories 

Piqua,  OH 

15 

15 

102.8 

— 

— 

102.8 

10.68 

2,933    i 

i  John  H  Fain  (49) 

i  Metro  Information  Services 

Pelham,  GA 

18 

18 

U  of  South  Carolina 

BS 

600.0 

7.9 

— 

607.9 

56.85 

181,946    ; 

Mark  Betker,  chief  executive  of  Koala  Corp:  "When  I 
joined  Koala  I  wanted  to  refocus  the  company  and  need- 
ed to  change  the  culture  in  order  to  succeed.  So  I  moved 
it  from  St.  Paul,  Minn,  to  Denver.  Most  of  the  old 
employees  didn't  move,  so  it  was  easier  to  refocus." 


Raymond  D  Zinn  (60) 
Micrel 

El  Centre,  CA 

19 

19 

Brigham  Young  U 
San  Jose  State  U 

BS 
MS 

315.8 

39.3 

1,255.8 

1,610.9 

16.79 

120,526    ; 

AL  Giannopoulos  (57) 
Micros  Systems 

Greece 

5 

4 

Lamai  U 

BSEE 

358.6 

— 

— 

368.6 

0.04 

143 

BillyFMitchamJr.  (49) 
Mitcham  Industries 

Brawley,  CA 

10 

10 

154.5 

— 

— 

154.5 

5.68 

9,227    ; 

:  Gregory  L  Wilson  (50) 
:  Mity-Lite 

Salt  Lake  City,  UT 

10 

10 

Brigham  Young  U 
Indiana  Li 

BA 

MBA 

143.2 

3.3 

— 

146.5 

28.50 

16,589    ; 

:  Andre  F  Marion  (62) 
:  Molecular  Devices 

France 

— t 

— t 

— 

— 

— 

8 

— 

—    ; 

:  Mel  Marks  (70) 

:  Motorcar  Parts  &  Accessories 

Bronx,  NY 

29 

29 

450.2 

16.3 

— 

466.5 

15.09 

15,288    i 

:  Noam  Lotan  (45) 
i  MRV  Communications 

Israel 

7 

7 

Technion-lsrael  Tech 
European  Inst  of  Bus 

BSEE 
MBA 

100,0 

— 

— 

100.0 

4.10 

35,621    ; 

Stock  prices  as  of  Oct.  3.  " 

Includes  all  share  classes. 

"Less  than 

one  year's  sen/ice.  'Less  than  O.OH 

.  ^Interim  CEO;  no  salary 

available 

• 
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We've  been  on  a  roll  for  67  years. 


^LI 


Scotch  Magic  Mending  Tape 


Now  we've  popped  up  with 

dnOtner  big  IQeO,.    it's  an  ingenious  dispensing 
system  that  pops  up  strips  of  tape  -  pre-cut,  one  at  a  time,  right 
into  your  hand.  New  Scotch™  Pop-up  Tape  Strips  make  gift 
wrapping  easier,  especially  when  you've  got  your  hands  full. 
We're  making  tape  even  more  handy,  because  we  make 
the  leap  fwm  1166(1  tO. . . 


3M  Innovation 


)3M  1997 


For  more  information,  call  1 -800-3M-HELPS,  or  Internet:  http://www.mmm.com 


CEDS    DF    THE    ZDD    BEST    SMflLL    COMPANIES    IN    AMERICA 


Chief  executive  (age) 

Company 

^■irttiplace 

Years 

with       as 
company  CEO 

College  - 

undergraduate/ 
graduate 

degrees 

Compensation  ($thou) 

salary       other       stock 
+  bonus                 gains 

4 

Stock  owned 

%          mktval- 
($thou) 

:  James  JTruchard  (54) 
i  National  Instruments 

Sealey,  TX 

21 

21 

U  of  Texas  Austin 
U  of  Texas  Austm 

BS 
MS,PtiD 

$249.1 

$5.0 

— 

$254.1 

27.78%  $281,935   ; 

:  Wayne  M  Mertes  (61) 
:  National  RV  Holdings 

Kenmare,  ND 

33 

33 

433.1 

— 

— 

433.1 

4.86 

6,420   ; 

!  Daniel  PHowells  (56) 

i  Nature's  Sunshine  Products 

— t 

-t 

U  of  Utah 
Northwestern  U 

BS 
MS 

— 

— 

— 

9 

NA 

NA   ; 

:  MichaelJ  Barrist  (36) 
:  NCO  Group 

Lower  Merion,  PA 

11 

11 

Drexel  U 

BS 

262.5 

6.0 

— 

268.5 

27.83 

98,033   i 

:  William  ELipner(50) 
\  NFO  Worldwide 

Toledo,  OH 

23 

15 

U  of  Toledo 

BS 

680.4 

14.0 

— 

694.4 

3.40 

13,082   ! 

;  Vincent  J  Graziano  (64)'° 
;  Northern  Technologies  IntI 

Providence,  Rl 

21 

18 

U  of  Rhode  Island 
Lehigh  U 

BSEE 
MSIE 

235.4 

4.8 

— 

240.2 

1.20 

549   ; 

:  H  Tom  Buelter  (56) 
;  On  Assignment 

Germany 

8 

8 

U  of  Maryland 

BA 

270.0 

— 

$636.6 

906.6 

2.73 

6,967   ! 

i  Michael  W  Rogers  (41) 
:  Ontrack  Data  International 

Evanston,  IL 

12 

11 

U  of  Virginia 

BSEE 

380.0 

9.0 

— 

389.0 

18.54 

45,458    i 

:  Gasper  Lazzara  Jr  (54) 

:  Orthodontic  Centers  of  America 

Tampa,  PL 

8 

3 

107.2 

10.8 

— 

118.0 

12.44 

99,184 

;  Mark  L  Nelson  (39) 
:  Ovid  Technologies 

Santa  Monica,  CA 

12 

12 

Columbia 
Columbia 

BA 

MA 

159.0 

— 

— 

159.0 

67.70 

37,245 

:  William  C  Scott  (63) 
;  Panavision 

New  York,  NY 

9 

9 

Col  of  William  &  Mary  AB 

1,200.0 

7.1 

— 

1,207.1 

5.48 

21,770 

:  Steven  H  Mandell  (52) 
:  Party  City 

Brooklyn,  NY 

11 

11 

U  of  Cincinnati 

BA 

195.0 

— 

— 

195.0 

24.42 

52,413 

i  CloyceATalbott(62) 
;  Patterson  Energy 

Megargel,  TX 

19 

14 

Texas  Tech  U 

BS 

151.4 

4.6 

— 

156.0 

7.00 

56,424 

;  Arthur  Hershaft  (60) 
:  Paxar 

New  York,  NY 

36 

10 

Carnegie  Mellon  U 

BS 

860.5 

250.0 

212.1 

1,322.6 

14.10 

100,124 

:  Joseph  D  Sansone  (54) 
:   Pediatric  Services  of  America 

Chicago,  IL 

8 

8 

Northeastern  U 
Georgia  State  U 

BS 
MBA 

300.0 

10.2 

83.2 

393.4 

3.29 

4,862 

;  RogerJMedel(51) 

:  Pediatrix  Medical  Group 

Cuba 

18 

18 

U  of  Seville 
U  of  Miami 

MD 
MBA 

937.0 

3.6 

— 

940.6 

4.26 

28,404 

i  AlanTrefler(41) 
!  Pegasystems 

Boston,  MA 

14 

14 

Dartmouth 

BS 

227.1 

15.0 

— 

242.1 

75.61 

646,233    , 

;  Alfred  A  Pease  (51) 
:  Perceptron 

Philadelphia,  PA 

1 

1 

US  Naval  Acad 
US  Naval  Acad 

BS 
MS 

279.8" 

93.3 

— 

373.1 

— 

—   i 

;  Michael  PCoughlin  (43) 
j  Percon 

Oak  Harbor,  WA 

7 
/ 

7 

U  of  Oregon 

BS 

127.9 

6.4 

86.7 

221.0 

16.05 

8,898    ; 

;  Donald  LTurrell  (50} 

:  Performance  Technologies 

Lewistown,  PA 

12 

-t 

Penn  State  U 
U  of  Wis  Madison 

BSEE 
MBA 

279.2 

12.8 

41.7 

333.71^ 

0.97 

1,525    \ 

;  James  J  Maguire  (63) 

i  Philadelphia  Consolidated  HIdg 

Philadelphia,  PA 

35 

35 

St  Joseph's  U  (PA) 

BS 

1,275.0 

210.3 

— 

1,485.3 

23.09 

63,798    i 

:  Bruce  C  Edwards  (43)  . 
;  Powerwave  Technologies 

Oceanside,  NY 

1 

1 

Rider  U                    BS 
New  York  Inst  of  Tech  MBA 

289.2 

0.2 

— 

289.4 

0.64 

4,500    i 

:  Harland  C  Stonecipher  (59) 
;  Pre-Paid  Legal  Services 

Ashland,  OK 

23 

23 

East  Central  U 

BA 

290.1 

12.9 

— 

303.0 

5.96 

40,551  ; 

;  Richard  H  Lewis  (48) 
:  Prima  Energy 

Hastings,  NE 

17 

17 

U  of  Colorado 

BS 

288.8 

7.5 

— 

296.3 

13.49 

17,094    ; 

Stock  prices  as  of  Oct.  3.  *lncludes  all  share  classes.  'Less  than  one  year's  service.  %w  CEO;  no  salary  available.  '"Office  is  jointly  held  with  Philip  M  Lynch.  "Annualized  salary.  '^New 
CEO;  compensation  is  for  another  executive  office.  NA:  Not  available. 
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jTom  engineers  to  accountants,  analysts  to  graphic  designers,  our  experts  are  the 

best  in  their  fields.  That  is,  if  you  want  to  get  extremely  technical. 

For  information,  call  1-888-GO-KELLY,  or  visit  us  at  www.kellyservices.com 


Kelly  Temporary 
Services™ 


Kelly  Scientific 
Resources" 


• ,^TW 


Kelly  Staff  Leasing 


The  Wallace  Law 
Registry® 


Kelly  Technical 
Services" 


Kelly  Assisted 
Living® 


Kelly  Management 
Services'" 


KELLY 

SERVICES 


b97  Kelly  Services,  Inc.  All  rights  reserved.  An  equal  opportunity  employer. 


Look  what  we  do  now." 


Chief  executive  (age) 

Company 

f  Birthplace 

Years 

with       as 
company  CEO 

College 

undergraduate/      degrees 
graduate 

Compensation  ($thou) 

salary       other       stock        total 
+  bonus                  gains 

Stock  owned 

%          mkt  val  • 
(Sfhou) 

Joseph  M  Jenkins  (50) 
Prime  Medical  Services 

Durham,  NC 

7 

1 

U  of  North  Carolina 
U  of  North  Carolina 

BA 

MD  ■ 

$325.0" 

— 

— 

$325.0 

0.30% 

$766   i 

H  Lynn  Hazlett  (61) 
QuickResponse  Services 

Lake  Alfred,  PL 

— t 

— t 

Georgia  Tech 
George  Washington  U 

BS 
DBA 

425.0" 

$96.0 

— 

521.0 

— 

—    : 

IVIichael  L  Campbell  (43) 
Regal  Cinemas 

Knoxville,  TN 

8 

8 

926.5 

— 

$3,359.7 

4,286.2 

1.54 

15,691   ! 

James  M  Usdan  (48) 
RehabCare  Group 

Englewood,  NJ 

7 

6 

Harvard 

AB 

539.3 

3.2 

— 

542.5" 

1.47 

2,163   1 

PaulWMikos(52) 
RemedyTemp 

Chicago,  IL 

20 

3 

Loyola  Marymount  U 

BA 

780.0 

108.4 

— 

888.4 

17.92 

41,696   \ 

Sam  A  Brooks  (58) 
Renal  Care  Group 

Waco,  TX 

3 

2 

Baylor  U 

BS 

537.5 

— 

— 

537.5 

15 

1 

Robert  L  Mayer  Jr  (50) 
Renal  Treatment  Centers 

Pittsburgh,  PA 

9 

9 

Penn  State  U 
Penn  State  U 

BA 
ME 

491.6 

6.5 

— 

498.1 

0.55 

4.869   : 

Phil  Simpson  (62) 
Republic  Group 

Dallas,  TX 

36 

30 

RiceU 

U  of  Penn-Wharton 

BA 
MBA 

468.2 

16.6 

53.8 

538.6 

19.05 

45,200   i 

Ronald  G  Geary  (50) 
Res-Care 

Louisville,  KY 

7 

4 

U  of  Kentucky 
U  of  Louisville 

BS 
JD 

308.9 

17.0 

202.5 

528.4 

4.66 

14,058   : 

Peter  CFarrell  (55) 
ResMed 

Australia 

8 

7 

U  of  Sydney 
U  of  Washington 

BE 

PhD 

282.9 

— 

— 

282.9 

7.13 

13,272    ; 

:  Dennis  S  Meteny  (43) 
;  Respironics 

North  Braddock,  PA 

13 

3 

Penn  State  U 
U  of  Pittsburgh 

BS 

MBA 

335.8 

28.3 

— 

364.1 '5 

1.37 

7,611    i 

■  David  L  Dunkel  (43) 
Romac  International 

Flushing,  NY 

17 

17 

Babson  C 
Babson  C 

BS 
MBA 

200.0 

— 

— 

200.0 

16.14 

90,113    ! 

Steven  Mandell,  chief  executive  of  Party  City:  "A  reces- 
sion is  not  going  to  affect  us.  If  your  friend  turns  50, 
you  are  not  going  to  wait  until  he  turns  52  and  times  are 
better  to  throw  him  a  party.  There  are  birthday  parties, 
New  Year's,  whether  times  are  good  or  bad." 


i 


Derrick  N  Key  (49) 
Roper  industries 

UK 

15 

Reading  Tech  (UK) 

BS 

573.2 

49.5 

— 

622.7 

2.57 

25,541 

Gerald  M  Birnbach  (66) 
Rowe  Furniture 

Chelsea,  MA 

41 

21 

Boston  U 

BS 

1,004.5 

245.3 

191.3 

1,441.1 

11.46 

10.537 

i  Warren  S  Rustand  (54) 
■  Rural  Metro 

Fergus  Falls,  MN 

2 

2 

U  of  Arizona 
U  of  Arizona 

BA 

MS 

628.1 

105.0 

— 

733.1'^ 

0.21 

882    ; 

j  Richard  B  Jaffa  (44) 
:  Safeskin 

New  York.  NY 

9 

4 

Cornell 

BS 

810.0 

— 

2,558.8 

3.368.8 

4.64 

53,697    i 

:  Robert  E  Gray  (72) 
i  St  John  Knits 

Minneapolis,  MN 

35 

35 

use 

BA 

1,564.3 

1.4 

— 

1.565.7 

5.34 

39.649    : 

;  JerryAGreenberg  (31)" 
;  Sapient 

Pemberton,  NJ 

6 

6 

Harvard 

BA 

156.6 

— 

— 

156.6 

30.70 

184,576    ; 

:  Steven  P  Miller  (49) 
:  Sawtek 

Sioux  Falls,  SD 

19 

11 

SD  School  Mines 

BSEE 

914.3 

48.5 

1.130.3 

2,093.1 

7.14 

62.770    ; 

Stock  prices  as  of  Oct.  3.  *lncludes  all  stiare  classes.    ^Less  than  one  year's  service.  "Annualized  salary.  '^Fiscal  year  change:  compensation  is  for  ten  months.  '^Lesis  than  0.01%. 

'^Figures  are  for  the  fiscal  year  ending  June  30,  1996.  "Office  is  jointly  held  with  J  Stuart  Moore. 
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11 
I 


The  more  that  computing  and  communications 
converge,  the  more  we  have  to  talk  about. 
With  our  practical  approach  and  proven 
business  solutions,  ALLTEL  can  tal<e  your 
company  forward  farther  and  faster  than  you 
ever  dreamed  possible. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL      www.alltel.com 


CEOs   OF  THE   200   BEST   SMALL   COMPANIES    IN   flMERICaj 


Chief  executive  (age) 

Company 


Birthplace  Years  College Compensation  ($thou)  — 

with       as       undergraduate/      degrees         salary       other       stock        t 
_.  ■  company  CEO        graduate  +  bonus  gains 


Stock  owned 

i  mktval 

($thou) 


Christopher  J  Amenson  (47) 
SBS  Technologies 

Chicago,  IL 

5 

1 

U  of  Notre  Dame 
MIT 

BA 

MS  ■' 

$249.6 

$4.7 

$1,725.4 

$1,979.7 

0.67% 

$930  ; 

Wayne  A  Case  (56) 
Schmitt  Industries 

San  Rafel,  CA 

11 

11 

Linfield  C 
U  of  Portland 

BA 
MA 

218.7 

9.4 

— 

228.1 

26.97 

18,382   : 

Walter  E  Wells  (58) 
Schult  Homes 

Elkhart,  IN 

31 

25 

DePauw  U 
Indiana  U 

BS 
MBA 

390.2 

9.6 

— 

399.8 

5.63 

4,565   i 

William  GMalloy  (51) 
Scientific  Games  Holdings 

Chicago,  IL 

22 

6 

Northern  lllinios  U 
Northwestern  U 

BS 

MBA 

620.1 

3.0 

2,915.0 

3,538.1 

3.34 

8,533   i 

Charles  R  Stuckey  Jr  (55) 
Security  Dynamics  Technologies 

Lancaster,  OH 

10 

10 

OhioU 

BSME 

390.4 

5.2 

— 

395.6 

1.41 

19,370   i 

John  D  Poe  (45) 
Semtech 

Montana 

12 

12 

U  of  Montana 
U  of  Montana 

BS 
MBA 

297.5 

604.2 

— 

901.7 

4.59 

19,105    i 

Harold  J  Tenoso  (59) 
Serologicals 

Escondido,  CA 

4 

4 

UCLA 
UCLA 

BA 
PhD 

350.0 

5.0 

1,128.0 

1,483,0 

0.05 

169    ; 

Thomas  J  Fitzmyers  (56) 
Simpson  Manufacturing 

Oakland,  CA 

19 

3 

Cal  St  Fullerton 

BS 

895.0 

35.3 

322.4 

1,252.7 

5.06 

23.369    : 

E  Ronald  Pickard  (49) 
Sofamor  Danek  Group 

Tipton  County,  TN 

7 

6 

646.5 

1,409.0 

— 

2,055.5 

1.11 

15,980    ; 

W  Scott  Webber  (44) 
Software  Artistry 

Michigan  City,  IN 

6 

2 

Carleton  U  (Canada) 
Northwestern  U 

BA 

MM 

228.3 

1.1 

— 

229.4 

2.89 

2,785    ; 

J  Clifford  Hudson  (42) 
Sonic 

Dallas,  TX 

13 

2 

U  of  Oklahoma 
Georgetown  U 

BA 
JD 

291.7 

4.8 

— 

296.5 

2.84 

10,150   i 

Howard  W  Scott  Jr  (62) 
SOS  staffing  Services 

3 

— t 

Northwestern  U 

BS 

234.7 

— 

— 

234.7'8 

19 

11    ! 

D  Les  Ward  (43) 
Source  Services 

Uvalde,  TX 

7 

3 

Texas  Tech  U 

BBA 

500.0 

10.6 

— 

510.6 

0.55 

1,562    : 

Michael  RBudhager  (39) 
Specialty  Teleconstructors 

Albuquerque,  NM 

16 

16 

85.0 

— 

— 

85.0 

30.19 

35,403    ; 

OBruton  Smith  (71) 
Speedway  Motorsports 

Oakboro,  NC 

38 

22 

1,325.0 

99.3 

— 

1,424.3 

70.18 

696,000    ; 

Jack  Noonan  (50) 
SPSS 

Streator,  IL 

5 

5 

420.1 

— 

479.0 

899.1 

0.08 

160    ; 

Warner  C  Blow  (60) 
Sterling  Commerce 

Barker,  NY 

23 

1 

U  of  Rochester 
Wagner  C 

BA 
MBA 

625.2 

171.6 

— 

796.8" 

19 

265    ; 

Harold  M  Stratton  II  (49) 
Strattec  Security 

Milwaukee,  Wl 

20 

1 

St  Lawrence  U 
U  of  Notre  Dame 

BA 
MBA 

379.6 

4.2 

— 

383.8 

0.75 

1,166    : 

Herbert  M  Gardner  (57) 
Supreme  Industries 

New  York,  NY 

18 

4 

NYU 

NYU 

BA 
MBA 

205.1 

— 

— 

205.1 

6.08 

5,700    \ 

George  Feldenkreis  (62) 
Supreme  International 

Cuba 

30 

4 

Havana  U 

JD 

170.0 

5.0 

— 

175.0 

22.96 

22,505    i 

Thomas  EOland  (56) 
:  Techno 

Hibbing,  MN 

13 

11 

U  of  Minnesota 

BA 

180.0 

17.3 

— 

197.3 

3.15 

10,996    : 

;  Vance  M  Hubbard  (57) 
;  Tecnol  Medical  Products 

Wichita  Falls,  TX 

21 

19 

Texas  Tech  U 
U  of  Texas  Austin 

BBA 
MBA 

493.2 

2.4 

— 

495.6 

14.22 

57,423    ; 

;  Li-San  Hwang  (62) 
;  TetraTech 

China 

30 

9 

National  Taiwan  U 
Caltech 

BS 
PhD 

265.0 

12.7 

— 

277.7 

6.75 

29,234    ; 

;  Stephen  AAanderud  (48) 
:  ThrustMaster 

Portland,  OR 

4 

3 

Portland  State  U 

BS 

200.3 

2.3 

— 

202.6 

— 

: 

Stock  prices  as  of  Oct.  3.  *lnclud 

es  all  share  classes. 

•Less  than 

one  year's  service.  '*New  CEO;  salary  is  for  another  executive  office.  "Less  than  0.01%. 
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•ky-high  performance  from  a  tower  of  strength. 


ou  want  a  401  (k)  plan  that  delivers 
^ky-high  performance.  Transamerica's 
performance  towers  above  the  rest. 
Take  Transamerica's  equity  fund  - 
with  a  one-year  return  over  78%  and  a 
number-one  ranking  from  PIPER  for 
one-,  three-  and  five-year  returns.  And 


LIFE     INSURANCE 


Transamerica 
Equity  Fund 

78.63% 

1-Year  Return 

42.03% 

3-Year  Return  (annualized) 

32.45% 

5-Year  Return  (annualized) 

Call  l-888-401k  TAM 

ASSET        MANAGEMENT  • 


that's  just  one  of  our  top-performing 
investment  options.  Build  a  high-per- 
forming 401(k)  plan  for  your  company. 
Talk  to  your  Transamerica  representa- 
tive, call  us  toll-free  or  visit  us  at 
www.TA-Retirement.com. 

Transamerica 

THE  PEOPLE  /A'  THE  PYIiAMID  ARE  WORKI\G  FOR  YOU" 


LENDING 


LEASING 


Separate  accounts  underwritten  by  Transamerica  Life  Insurance  and  Annuity  Company.  Performance  indicates  total  returns  as  of  7/31/97,  net  of  aggregated 
fees  and  charges  which  vary  by  account  size  Other  contract  charges  may  apply.  Past  performance  is  not  a  guarantee  of  future  results.  Transamerica's  Equity 
Fund  ranked  number  one  in  the  PIPER  Growth/Large  Capitalization  Equity  Universe  as  of  June  30,  1997. 


CEOs    DF    THE    ?nn    RFST    SMtti  I     RHMPflMIFS    IN    nMFRIRft 


Tf-i 


Chief  executive  (age) 

Company 

Birthplace 

Years 

with 
company- 

as 
CEO 

College  - 

undergraduate/' 
graduate 

degrees 

Compensation  '$tliou) 

salary      otlK.-r       itock 
4-  bonus                 gains 

total 

Stock  owned 

%          mkt  vrt: 
(Sthoii/ 

:  John  Gorman  (63) 
j  Timberline  Software 

Timberlake,  SD 

29 

26 

U  of  Oregon 

BS 

$152.6 

$12.2 

— 

$164.8 

12.44% 

$9,666  j 

:  Christian  L  Allison  (36) 
:  Tollgrade  Communications 

Erie,  PA 

9 

2 

Allegheny  C 

BA 

246.3 

— 

— 

246.3 

1.89 

2,454   i 

:  Richard  W  Ussery  (50) 
:  Total  System  Services 

Columbus,  GA 

32 

14 

Auburn  U 

BA 

883.1 

137.2 

— 

1,020.3 

0.43 

13,172   i 

:  Robert  F  Race  (60) 
■  Transition  Systems 

Amsterdam,  NY 

12 

7 

Union  C 

BS 

300.0 

4.8 

$867.5 

1,172.3 

0.03 

110  ; 

•  James  B  Aronson  (58) 
'  Transport  Corp  of  America 

Minneapolis,  MN 

13 

13 

U  of  Minnesota 

BA 

250.0 

2.6 

— 

252.6 

8.58 

8,834   : 

■  Henry  P  McHale  (58) 
TransPro 

5 

2 

634.4 

6.5 

— 

640.9 

0.17 

124   : 

James  C  Castle  (60) 
uses  International 

Peoria,  IL 

5 

5 

US  Military  Acad 
U  of  Pennsylvania 

BS 
MSEE,PhD 

557.4 

48.9 

262.9 

869.2 

0.95 

4,525   j 

Mark  Leslie  (51) 
Veritas  Software 

New  York,  NY 

7 

7 

NYU 

BA 

400.8 

— 

879.0 

1,279.8 

2.20 

29,577    ; 

Mark  D  Dankberg  (42) 
Viasat 

New  York,  NY 

11 

11 

RiceU 
RiceU 

BSEE 
MEE 

225.9 

5.0 

— 

230.9 

10.91 

18,773    I 

Steven  D  Whiteman  (47) 
Viasoft 

Corry.  PA 

6 

2 

Taylor  U 

U  of  Cincinnati 

BA 

MBA 

382.0 

1.9 

— 

383.9 

1.22 

11,561    i 

George  C  Zoley  (47) 
Wackenhut  Corrections 

Greece 

9 

3 

Florida  Atlantic  U 
NovaU 

BA 
PhD 

389.5 

25.6 

— 

415.1 

0.13 

1,001  ; 

Allen  Y  Chao  (52) 
Watson  Pharmaceuticals 

China 

14 

14 

Taipei  Medical  C 
Purdue  U 

BS 
PhD 

700.0 

4.8 

805.1 

1,509.9 

4.00 

108,916    : 

On  experience:  "I've  been  with  this  company  for  38 
years  and  worked  in  every  area.  So  when  employees  talk 
to  me,  they're  talking  to  someone  who  knows  a  little  bit 
more  than  they  do.  That  puts  pressm-e  on  them  to 
excel,"  says  Arthur  Hershaft,  chief  executive  of  Paxar. 


Robert  F  Bernard  (36) 
Whittman-Hart 

Chicago,  IL 

13 

13 

Ball  State  U 

BS 

370.0 

— 

—       370.0 

38.00 

224,669 

DaleSydnor(41) 
Wireless  Telecom  Group 

Wilmington,  DE 

9 

1 

U  of  Delaware 

BSEE 

181.7 

7.9 

—       189.6 

1.28 

2,007    \ 

Edward  A  Burkhardt  (59) 
Wisconsin  Central  Transport 

New  York,  NY 

10 

10 

Yale 

BS 

450.0 

6.0 

—       456.0 

6.87 

108,633    ; 

Ted  Thompson  (68) 
X-Rite 

Grand  Rapids,  Ml 

30 

21 

Aquinas  C 

BS 

319.2 

14.2 

—       333.4 

7.23 

30,566    i 

Jack  R  Ingram  (54) 
Xeta 

Hobart,  OK 

7 

7 

U  of  Tulsa 

BS 

325.3 

6.0 

—       331.3 

9.17 

3,579    ; 

Edward  L  Kaplan  (54) 
Zebra  Technologies 

Chicago,  IL 

28 

28 

Illinois  Tech 
U  of  Chicago 

BS 
MBA 

346.1 

18.0 

—       364.1 

13.61 

116.336    : 

Gary  K  Willis  (52) 
Zygo 

5 

4 

Worcester  Polytech 

BS 

287.8 

50.8 

—       338.6 

1.82 

6,138    ; 

Stock  prices  as  of  Oct.  3.  'Includes  all  share  classes. 

• 
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Imagine    the    perfect    space 


M.ore 

personal  spau 

to  more  places 

worldwide 

than  any 

other  airline. 


'  Osaka 


-Shin  Takamatsu 

Architect 
Kyoto,  Japan 


United  States 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  around  it. 

Which  is  why  I  appreciate  the 
space  in  World  Business  Class'". 

On  Northwest  Airiines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 
.o'*-^**>b    It  feels  like  it's  spreading 
il^^  out...stretcliing  out 
toward  the  sky 

Normally  I  can  t  sleep  on 
airplanes,  but  in  World  Business 
Class  I  sleep  very  well. 

Architects  earn  a  li\ing  by 


sitting  in  small  chairs  10  hours  at 


a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 


rfT 


^J 


YEARS 


I   BRIDGING      ©1997  Northwest  Airlines,  Inc. 

^    '*'  P  A  C  I  F  I  C      Northwest  recycles  enough  paper  products  in  one  year  to  save  over  16,000  trees.  O 


NORTHWESTi^ 


A  I  R  L 


|*800*447*4747     www.nwa.com 


Ranking  the 
200  best  small 
companies 
in  America 


5-year 

average 

ROE 

-  Where  th 

sales 

Company          •«aeB||MiK»" 

Kxchange 

Ticker 
symbol 

5-year 

average 

return  on 

equity 

Sales 
($mil) 

Profits 
($mil) 

Market 
value* 
($mil) 

6y  r3nk 

profits 

market 
value 

181 

16 

63 

95 

Aaron  Rents 

0 

ARON 

15.0% 

$296 

$16.3 

$344 

!         2 

192 

165 

105 

Abacus  Direct 

0 

ABDR 

100.0-1- 

23 

5.3 

310 

i        50 

126 

170 

163 

Ace  Cash  Express 

0 

AACE 

28.5 

87 

4.8 

131 

:        62 

14 

86 

110 

ACT  Manufacturing 

0 

ACTM 

26.0 

306 

13.3 

298 

;      157 

109 

79 

75 

ADE 

0 

ADEX 

16.8 

113 

14.5 

435 

\        86 

70 

162 

183 

Advocat 

n 

AVC 

23.0 

175 

5.4 

68 

i      109 

63 

76 

100 

AFC  Cable  Systems 

0 

AFCX 

20.5 

188 

14.8 

323 

:      155 

196 

183 

159 

Alcide 

0 

ALCD 

16.9 

13 

3.2 

140 

!        32 

78 

173 

174 

AlphaNet  Solutions 

0 

ALPH 

31.7 

164 

4.6 

89 

;        21 

50 

84 

86 

Alternative  Resources 

0 

ALRC 

36.9 

223 

13.5 

375 

:       48 

18 

83 

155 

American  Buildings 

0 

ABCO 

28.7 

296 

13.6 

156 

1      100 

88 

36 

59 

American  Business  Information 

0 

ABII 

21.5 

148 

23.3 

597 

:       13 

166 

181 

175 

American  Coin  Merchandising 

0 

AMCN 

44.7 

48 

3.5 

89 

i      187 

128 

75 

52 

Anadigics 

0 

ANAD 

14.5 

87 

14.9 

645 

;      163 

180 

186 

161 

Analytical  Surveys 

0 

ANLT 

16.5 

32 

2.7 

135 

i        26 

84 

14 

20 

Anchor  Gaming 

0 

SLOT 

33.6 

154 

37.1 

1,089        j 

i         9 

31 

24 

5 

Apollo  Group 

0 

APOL 

56.5 

266 

30.2 

2,194 

:      120 

163 

152 

145 

Applied  Voice  Technology 

0 

AVTC 

20.2 

50 

6.6 

170 

i      151 

184 

190 

188 

Balchem 

a 

BCP 

17.2 

28 

2.6 

56 

\        30 

155 

156 

143 

Ballantyne  of  Omaha 

a 

BTN 

32.1 

59 

6.2 

171        i 

i       124 

107 

26 

49 

Ballard  Medical  Products 

n 

BMP 

19.7 

119 

29.0 

699 

!        60 

81 

95 

101 

Barnett 

0 

BNH 

26.3 

160 

12.0 

320 

i        99 

112 

67 

87 

Barra 

0 

BARZ 

21.6 

109 

15.5 

374 

i       103 

129 

166 

180 

Benihana 

0 

BNHN 

20.9 

87 

5.3 

76 

i        82 

87 

33 

30 

BET  Holdings 

n 

BTV 

23.5 

148 

24.3 

883 

"Includes  all  share  classes,  a-.  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  O:  Nasdaq. 
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Image  Communication 


I 


How  many  times  a  day  do  you  see  someone  print  out  a  document  and  then  carry  it  over  to  the 

copier?  If  you  had  an  Aficio  system  from  Ricoh  the  answer  would  be  zero.  You  can  connect  it  to 

multiple  workstations,  giving  everyone  the  additional  flexibility  they  need. 

For  over  60  years,  we  have  focused  our  approach  to  design  and  technology       A  ■f^^-»-i  r\^ 

on  our  customers'  needs.  We  are  dedicated  to  creating  solutions  that  .  v  RICOH 

make  complex  tasks  easy,  and  routine  jobs  effortless.  And  as  pioneers 

of  digital  imaging,  we  are  at  the  forefront  of  simplifying  the  never-ending  complexities  your 

business  must  face  now,  and  into  the  future.  After  all,  having  a  copier,  printer  and  a  fax  at  your 

fingertips  makes  life  a  lot  easier. 

Simple  solutions.  Based  on  human  needs.  ^  m 

For  more  information  about  the  Aficio  series,  contact  1-800-63-RICOH  or  visit  our  home  page  at  www.ricoh-usa.com 


BnNKIMC   THf   ?nn   RFST   SMnil    RnMPflMIES   IN   flMfBinn 


5-year 

average 

ROE 


Where  they  rank - 

sakts  profits 


market 
value 


Company 


llCKCI 

synihnl 


value 
($11111) 


i        37 

93 

35 

•  81 

EW  Blanch  Holdings 

n 

EWB 

30.5% 

$137 

$23.4 

$402 

164 

48 

65 

90 

Buckle 

■  n 

BKE 

16.5 

227 

16.0 

361        i 

110 

23     ' 

44 

89 

Bush  Industries 

n 

BSH 

20.5 

279 

19.9 

365        i 

144 

15 

53 

111 

C&O  Technologies 

n 

CHP 

17.7 

302 

17.5 

296        i 

45 

20 

29 

9 

Cambridge  Technology  Partners 

0 

CATP 

29.0 

287 

27.5 

1,783 

93 

60 

57 

27 

Central  Parking 

n 

PK 

22.2 

194 

17.0 

951 

34 

124 

158 

196 

JW  Charles  Financial  Services 

a 

JWC 

31.3 

88 

6.0 

42 

160 

132 

177 

185 

Childtime  Learning  Centers 

0 

CTIM 

16.7 

84 

4.1 

61        i 

175 

108 

118 

150 

Churchill  Downs 

0 

CHDN 

15.4 

115 

9.2 

161 

115 

34 

55 

25 

Ciber 

n 

CBR 

20.3 

262 

17.2 

991             : 

96 

111 

112 

65 

CKS  Group 

0 

CKSG 

22.0 

111 

9.9 

546 

154 

1 

28 

69 

Clarcor 

n 

CLC 

17.0 

350 

27.9 

477 

184 

39 

6 

17 

CMAC  Investment 

n 

CMT 

14.6 

249 

68.4 

1,266 

47 

149 

99 

74 

Coherent  Communications  Sys 

0 

ccsc 

28.8 

64 

11.4 

435 

106 

62 

91 

103 

Coldwater  Creek 

0 

CWTR 

20.8 

191 

12.5 

316 

165 

29 

77 

26 

Computer  Horizons 

0 

CHRZ 

16.5 

266 

14.7 

984 

140 

160 

141 

106 

Computer  Management  Sciences 

0 

CMSX 

18.1 

53 

7.6 

306 

134 

44 

41 

47 

Computer  Products 

0 

CPRD 

18.5 

237 

21.5 

710 

142 

59 

18 

11 

Concord  EFS 

0 

CEFT 

17.8 

196 

33.9 

1,547            : 

i       176 

77 

92 

53 

Consolidated  Graphics 

n 

CGX 

15.4 

167 

12,3 

642 

14 

36 

69 

99 

Consolidated  Products 

n 

COP 

42.9 

258 

15.3 

325        1 

107 

28 

45 

66 

Cort  Business  Services 

n 

CBZ 

20.8 

269 

19.8 

530 

161 

101 

123 

147 

CorVel 

0 

CRVL 

16.7 

126 

8.8 

166 

63 

33 

58 

125 

Crossmann  Communities 

0 

CROS 

25.9 

263 

16.9 

250 

46 

168 

169 

178 

CTC  Communications 

0 

CPTL 

29.0 

43 

4.9 

81 

72 

173 

155 

157 

Cybex  Computer  Products 

0 

CBXC 

24.7 

38 

6.3 

148        : 

182 

7 

9 

16 

Dallas  Semiconductor 

n 

DS 

14.9 

332 

47.9 

1,301 

55 

164 

127 

97 

Datastream  Systems 

0 

DSTM 

26.8 

49 

8.5 

337 

148 

100 

85 

131 

Day  Runner 

0 

DAYR 

17.4 

127 

13.4 

216 

102 

91 

90 

117 

Ducommun 

n 

DCO 

21.1 

140 

13.1 

271         i 

27 

154 

116 

151 

Duff  &  Phelps  Credit  Rating 

n 

DCR 

33.6 

59 

9.7 

157 

101 

19 

87 

112 

Dura  Automotive  Systems 

0 

DRRA 

21.2 

292 

13.3 

295 

3 

37 

70 

54 

Eagle  USA  Airfreight 

0 

EUSA 

100.0  + 

258 

15.3 

638 

104 

193 

196 

197 

Educational  Development 

0 

EDUC 

20.9 

20 

1.9 

39 

188 

73 

37 

56 

Electro  Scientific  Industries 

0 

ESIO 

14.5 

172 

23.3 

624 

5 

117 

101 

124 

Eltron  International 

0 

ELTN 

70.9 

97 

11.2 

251 

81 

134 

138 

192 

Elxsi 

0 

ELXS 

23.6 

83 

7.8 

46 

178 

141 

113 

136 

Empi 

0 

EMPI 

15.3 

73 

9.9 

192         i 

15 

104 

136 

141 

Equity  Marketing 

0 

EMAK 

41.4 

123 

8.1 

175        i 

146 

40 

97 

138 

Essef 

0 

ESSE 

17.5 

248 

11.5 

186 

"Includes  all  share  classes,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange.  O:  Nasdaq. 
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^What  did  Zenger  Miller  do  for  us? 
Just  look  at  our  bottom  line." 


Mike  Simms,  manager 

of  Wainwright  Industries' 

St.  Peters,  Missouri 

facility  and  Richard 

Brown,  the  company's 

director  of  performance 

improvement,  talk  about 

how  their  business 

partnership  with 

Zenger  Miller  contributes 

to  the  company's  success. 


Profits  at  Wainwright 
Industries  hit  an  all-time 
high  last  year  Quality  is  set- 
ting industry  benchmarks. 
The  secret?  It  started  with 
a  fundamental  change  in 
the  company's  culture 
and  the  relationship  with 
Zenger  Miller. 

"Zenger  Miller's  involve- 
ment became  one  of  our 
cornerstones,"  says  Richard 
Brown,  who  guides  perfor- 
mance improvement. 


"We  adopted  a  new  philos- 
ophy," explains  Mike  Simms, 
plant  manager.  "We  put  trust 
in  people  first,  and  quality 
and  profits  followed." 

So  did  awards.  But  the  exec- 
utives who  visit  don't  come 
just  to  admire  Wainwright's 
Malcolm  Baldrige  award. 

WW  A  Times  Mirror 
U   Company 


ZengerMiller 


A  Reputation  for  Results 


Or  just  to  tour  what  Industry 
Week  magazine  called  one 
of  America's  top  ten  plants. 
They  come  from  all  over  the 
world  to  learn  Wainwright's 
best-of-class  practices. 

Tt)  learn  more  about  this 
paradigm  in  performance 
improvement,  and  how 
we  can  contribute  to  your 
success,  call  Zenger  Miller  at 
1  800  566-0630.  Or  visit  us 
on  the  Worid  Wide  Web  at 
.  www.zengermillerlibrary.com 
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116 

156 

122 

109 

Factset  Research  Systems 

n 

FDS 

20.3% 

$58 

$8.9 

$299        i 

57 

4 

16 

6 

Fastenal 

'■  0 

FAST 

26.6 

339 

35.9 

2,049 

191 

65     ' 

163 

88 

Fine  Host 

0 

FINE 

14.3 

181 

5.4 

369 

12 

179 

174 

130 

Forrester  Research 

0 

FORR 

45,8 

32 

4.3 

231        i 

66 

52 

71 

115 

Fossil 

0 

FOSL 

25.4 

222 

15.3 

277        : 

:        29 

21 

171 

176 

Fresh  America 

0 

FRES 

32.7 

287 

4.8 

81 

38 

190 

195 

194 

Game  Financial 

0 

GFIN 

30.5 

26 

2.0 

45        i 

59 

187 

193 

191 

General  Employment  Enterprises 

a 

JOB 

26.4 

27 

2.3 

47 

111 

80 

25 

37 

Gentex 

0 

GNTX 

20.5 

161 

29.3 

841 

189 

42 

13 

8 

Global  Industries 

0 

GLBL 

14.5 

242 

37.4 

1,807 

97 

6 

20 

55 

Gymboree 

0 

GYMS 

21.9 

333 

32.1 

637 

196 

82 

7 

18 

HCC  Insurance 

n 

HCC 

14.0 

160 

49.8 

1,249 

78 

35 

1 

7 

Healthcare  Compare 

0 

HOGG 

24.1 

259 

82.6 

1,969 

125 

43 

30 

39 

Heartland  Express 

0 

HTLD 

19.6 

241 

27.2 

803 

42 

135 

66 

68 

Jack  Henry  &  Associates 

0 

JKHY 

29.5 

83 

15.8 

497 

79 

86 

106 

144 

Hirsch  International 

0 

HRSH 

24.1 

150 

10.2 

171 

194 

144 

100 

41 

HNC  Software 

0 

HNCS 

14.1 

71 

11.4 

794 

87 

172 

146 

92 

HPR 

0 

HPRI 

22.8 

39 

7.0 

357 

183 

51 

78 

61 

Hyperion  Software 

0 

HYSW 

14.8 

223 

14.6 

581 

33 

127 

103 

108 

Indus  International 

0 

IINT 

31.5 

87 

11.1 

302 

j        98 

94 

22 

72 

Innovex 

0 

INVX 

21.9 

132 

31.2 

450 

19 

181 

199 

199 

Interstate  National  DIr  Svcs 

0 

ISTN 

37.5 

32 

1.8 

36 

20 

95 

132 

13 

i2  Technologies 

0 

ITWO 

37.2 

132 

8.4 

1,433 

4 

146 

117 

67 

JDA  Software  Group 

0 

JDAS 

83.1 

66 

9.6 

516 

i        54 

115 

167 

137 

K&G  Men's  Center 

0 

MENS 

27.0 

100 

5.3 

190 

133 

57 

144 

119 

Keystone  Automotive  Industries 

0 

KEYS 

18.9 

202 

7.1 

266 

i        53 

96 

110 

133 

Kitty  Hawk 

0 

KTTY 

27.2 

130 

10.0 

204 

64 

125 

124 

113 

Knight  Transportation 

0 

KNGT 

25.8 

88 

8.8 

288 

114 

198 

194 

195 

Koala 

0 

KARE 

20.4 

10 

2.3 

42 

90 

186 

184 

187 

KVH  Industries 

0 

KVHI 

22.6 

28 

3.0 

56 

:      131 

148 

82 

62 

Legato  Systems 

0 

LGTO 

19.0 

66 

13.8 

564 

:        17 

159 

160 

140 

Logan's  Roadhouse 

0 

RDHS 

40.4 

55 

5.5 

180 

171 

145 

125 

118 

LoJack 

0 

LOJN 

15.8 

68 

8.7 

266 

149 

17 

31 

58 

MacDermid 

0 

MACD 

17.3 

296 

26.5 

598 

94 

105 

139 

167 

Maxwell  Shoe 

0 

MAXS 

22.2 

120 

7.8 

112 

1        23 

30 

c 

o 

3 

McAfee  Associates 

0 

MCAF 

35.9 

266 

71.9 

2,795 

i       174 

8 

72 

120 

McWhorter  Tecnnologies 

n 

MWT 

15.6 

325 

15.3 

260 

:      123 

54 

38 

31 

Medic  Computer  Systems 

0 

MCSY 

19.8 

212 

23.3 

883 

i       105 

56 

27 

38 

Mentor 

0 

MNTR 

20.9 

208 

28.6 

821 

143 

178 

161 

146 

Meridian  Diagnostics 

0 

KITS 

17.8 

34 

5.5 

169 
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UALCOAAAA 


% 


^50^0 


^ 


%  % 


m    0- 


How    HARD   IS    IT  TO   STEAL  A  NUMBER 

FROM  OUR  PHONE?  Butch  here  will  | 

GLADLY     DEMONSTRATE.       some  dogs'  barks  are        /^*^  '( 

worse  than  their   bites.  That's  not  true  of  good  old  Butch.   Which       f     ^^* 

is  why  we  suggest   it's   smarter  and  safer  to  experience  QUALCOMM's 

CDMA  digital    phones  firsthand.   You'll    be  impressed  at  how  our  digital 

encoding  makes  cloning  and  eavesdropping  nearly  impossible.   And  it's  just       ^ 

as  good  at  providing  clearer  voice  quality  and  no  cross-talk.  This  is   all 

due  to  an  amazing  digital   technology  we  developed  called  CDMA.  Your  chances 

of  finding  anything  like  it  are  about  the  same  as  mistaking  Butch  for  a  French  p„^,,o„„      f.  O  (S)  ^^ 

poodle.    For  a  closer   look,  contact  us  at  www.qualcomm.com/cdma  or  1-800-349-4188.  ^^^^utL    ^^ 


fm'-t  ■mm\ 


0(S) 


S^QK!«J£J 


CD®  C^- 


it,1997  QUALCOMM 
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sales 

profits 

market 
value 

HI^K'-'  'S'^mHHHI 

;       129 

200             200 

200 

Mesa  Laboratories 

0 

MLAB 

19.1% 

$8 

$1.8 

$28 

10 

98             151 

102 

Metro  Information  Services 

0 

MIS! 

52.1 

129 

6.7 

320 

:      1^3 

133              93 

45 

Micrel 

0 

MCRL 

15.7 

84 

12.3 

730 

i      121 

47              64 

85 

Micros  Systems 

0 

MCRS 

20.1 

228 

16.3 

379 

:       67 

188             172 

149 

Mitctiam  Industries 

0 

MIND 

25.3 

27 

4.7 

162        i 

73 

194            187 

186 

Mity-Lite 

0 

MITY 

24.6 

20 

2.7 

58        j 

:        77 

177            153 

134 

Molecular  Devices 

0 

MDCC 

24.2 

35 

6.6 

195        : 

i      195 

122            159 

169 

Motorcar  Parts  &  Accessories 

0 

MPAA 

14.1 

90 

5.7 

101 

i      166 

99              62 

33 

MRV  Communications 

0 

MRVC 

16.5 

129 

16.4 

868 

75 

53              23 

22 

National  Instruments 

0 

NAT! 

24.3 

219 

30.8 

1,015        i 

\        76 

58            128 

162 

National  RV  Holdings 

0 

NRVH 

24.3 

197 

8.5 

132 

;       56 

32              51 

73 

Nature's  Sunshine  Products 

0 

NATR 

26.7 

265 

18.5 

450        : 

:         44 

150            168 

93 

NCO  Group 

0 

NCOG 

29.1 

64 

5.1 

352        i 

185 

103            114 

83 

NFO  Worldwide 

0 

NFOR 

14.6 

124 

9.9 

384 

;        52 

199            191 

193 

Northern  Technologies  IntI 

a 

NT! 

27.4 

8 

2.5 

46 

\        89 

116            148 

123 

On  Assignment 

0 

ASGN 

22.7 

98 

6.9 

255 

i        35 

182            175 

126 

Ontrack  Data  International 

0 

ONDI 

31.2 

31 

4.3 

245 

156 

119              49 

40 

Oilhodontic  Centers  of  America 

0 

OCAI 

16.9 

94 

18.7 

798 

;        51 

175            182 

190 

Ovid  Technologies 

0 

•OVID 

28.3 

36 

3.3 

55 

1 

89              54 

82 

Panavision 

n 

PVI 

100.0  + 

144 

17.3 

397 

:      117 

143            178 

132 

Party  City 

0 

PCTY 

20.3 

71 

4.0 

215 

;       197 

106            142 

36 

Patterson  Energy 

0 

PTEN 

14.0 

120 

7.5 

841 

167 

9              34 

46 

Paxar 

n 

PXR 

16,5 

324 

23.9 

710 

i       112 

61            150 

158 

Pediatric  Services  of  America 

0 

PSAI 

20.5 

194 

6.8 

148 

:      127 

113              60 

51 

Pediatrix  Medical  Group 

n 

PDX 

19.4 

105 

16.6 

667 

I      152 

167            108 

35 

Pegasystems 

0 

PEGA 

17.1 

44 

10.1 

855 

71 

158              88 

127 

Perceptron 

0 

FRCP 

24.8 

57 

13.3 

241 

40 

191            188 

189 

Percon 

0 

PRCN 

29.7 

25 

2.7 

56 

69 

185            176 

152 

Performance  Technologies 

0 

PTIX 

25.0 

28 

4.2 

157 

192 

118              73 

116 

Philadelphia  Consolidated  HIdg 

0 

PHLY 

14.2 

96 

15.2 

276 

i        16 

137            107 

48 

Powervi-ave  Technologies 

0 

PWAV 

40.5 

79 

10.2 

705 

:        68 

140              74 

50 

Pre-Paid  Legal  Services 

a 

PPD 

25.3 

75 

15.1 

681 

:      135 

174             133 

165 

Prima  Energy 

0 

PENG 

18.5 

38 

8.4 

127 

i      193 

121              80 

121 

Prime  Medical  Services 

0 

PMSI 

14.2 

91 

14.3 

258 

108 

151             140 

104 

QuickResponse  Services 

0 

QRSI 

20.7 

64 

7.8 

314 

:      198 

12              15 

21 

Regal  Cinemas 

0 

REGL 

14.0 

310 

37.0 

1,020 

i        61 

92            137 

156 

RehabCare  Group 

0 

RHBC 

26.1 

138 

8.1 

150 

i      132 

3            119 

129 

RemedyTemp 

0 

REMX 

19.0 

343 

9.2 

233 

:         6 

142              68 

42 

Renal  Care  Group 

0 

RCGI 

70.1 

73 

15.4 

787 

190 

24              32 

29 

Renal  Treatment  Centers 

n 

RXT 

14.5 

278 

26.2 

889 
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^^he  hotel  with  shops  attached 


Mandarin  Oriental  Hyde  Park  was  opened  as  London's  finest  note!  in  1902. 
Today  tnis  Edwardian  masterpiece  witn  its  periectly  preserved  niarLled  and  gilded 

interiors  is  a  legend  among  travelers. 

Located  in  tne  exclusive  Knigntsbridge  shopping  district  witn  magniticent  \aews  over  tne 

most  royal  or  parks,  it  is  a  snort  distance  rrom  Buckingnam  Palace, 

tne  Victoria  &  Alnert  Museum  and  many  or  tne  city's  nest  tneatres  and  restaurants. 


For  a  unique  view  or  London, 
Mandarin  Oriental  Hyde  Park  otters  tne  very  nest  or  all  worlds. 


^i^ 

^^«#^ 


MANDARIN  ORIENTAL 

HYDE  PARK 

LONDON 


en*  qf 


Mandarin  Orlmlal  Hyde  Rirk:  66  Kni^lilsNiid^e,  London  S\T1X  7I.A,  United  Kingdom    Tolcplione:  (44  171)  235  2000    Tacsiniile:  (44  171)  235  4552     =rbflfa£i^Hotfis<^thtfWxid 
HangROk  •  Hawaii  •  Hong  Kong  •  Jaljarla  •  London  •  Macau  •  Manila  •  San  Francisco  *  Singapore  •    Suraliaya  •  Kuala  Lumpur  (1997) 

Reservations:  IISA/Canada/Mexico  (800)  526  6566,  or  call  your  travel  protcssional. 

www.  mandarin-oriental. ctmi 


One  of  the  many  solutions  available  from  IBM  Business  Partners. 


•Purcfiase  must  be  made  by  11/28/97.  'Financing  available  tnrougfi  IBM  Credit  Corp  to  qualified  stale  and  local  governments  and  commercial  customers  in  the  United  States'  6  5%  rate  applies  to  best-credit  c 
changed  at  any  time  without  notice.  IBM.  RS/6000.  POWERsclution.  Business  Parlner  and  Solutions  lor  a  small  planet  are  trademarks  of  International  Business  Machines  Corporation  in  the  United  Stales  an: 

Lotus  and  Domino  are  trademarks  of  Lotus  Development  Corporation  in  the  United  Sti 


!^ 


the 

h  have  the  best 

jazz  selection  in  the  world. 
Unfortunately,  the  world 

doesnt  know  it. 

solution 


The  IBM  Profit-From'The-Weh  Solution. 

The  Web  has  become  the  world's  biggest 
amplifier.  Notv  its  easy  to  hook  up  to  it  ivith 
the  Internet-ready  IBM  RS/OOOO'"  Internet 
POWERsolutionT  It  comes  preloaded  and 
ready-to-run  with  a  copy  of  Lotus'^ Donii no" 
or  Netscape  FastTrack"  software. 
You  can  quickly  set  up  and  launch  your  own 
Web  site,  draw  new  customers,  and  handle 
business  transactions  safely  from  the  start. 
And  it  grows  with  your  business.  IBM  Global 
Services  offers  continual  system  mainteiumce 
for  your  Web  publishing  solution,  too. 
Right  notv,  get  a  rebate  of  up  to  $2,500*  on 


select  Internet  POWERsolutions.  ITe  can 
also  help  you  finance  your  acquisition  ivilh 
preferred-rate  financing  as  low  as  6.5%1 
Call  IBM  at  I  888  IBM-29()2.  ext.  2091 
and  we'll  send  you  a  free  Guide  to  Doing 
Business  on  the  Internet.  We'll  also  put  you 
in  touch  with  an  IBM  Business  Partner^  an 
independent  expert  who  can  provide  you 
with  an  Internet  solution  best  suited  to  your 
business.  For  more  information,  visit  us  at 
ivww.busim'sscenler.ibm.com 


Solutions  for  a  small  planet" 


ayout  lease.  36-month  term  with  eligible  IBM  server  installed  by  12/31/97,  Higher  rates  are  available  based  on  customer  credit  rating,  term  and  option.  Other  restrictions  may  apply.  Otter  may  be 
s.The  IBM  logo  is  a  registered  trademark  and  the  IBM  Business  Partner  emblem  is  a  trademarl*  of  International  Business  Machines  Corporation,  and  they  are  used  together  under  license, 
untries,  KaslTrack  is  a  trademark  ol  Netscape  Corp.  ©  1997  IBM  Corp.  All  rights  reserved. 
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profits 
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value 

m 

HL»^ 

^ 

>'  •   '  •                 * 

/,^^^H 

1        91 

102 

47 

128 

Republic  Group 

n 

RGC 

22.5% 

$124 

$19.7 

$237 

i       158 

41 

109 

107 

Res-Care 

0 

RSCR 

16.8 

245 

10.1 

302 

]       172 

165 

143 

139 

ResMed 

0 

RESM 

15.8 

49 

7.5 

186 

i       179 

66 

43 

64 

Respironics 

0 

RESP 

15.3 

179 

20.3 

556 

!       118 

97 

135 

63 

Romac  International 

0 

ROMC 

20.3 

130 

8.2 

558 

j        88 

27 

17 

23 

Roper  Industries 

n 

ROP 

22.8 

276 

35.0 

994 

i       169 

90 

126 

173 

Rowe  Furniture 

n 

ROW 

16.3 

141 

8.6 

92        i 

;      137 

11 

61 

79 

Rural  Metro 

0 

RURL 

18.2 

320 

16.6 

414 

i        7 

79 

19 

19 

Safeskin 

0 

SFSK 

66.5 

163 

32.6 

1.157        i 

:         49 

45 

21 

44 

St  John  Knits 

n 

SJK 

28.6 

232 

32.1 

742 

i        24 

153 

120 

57 

Sapient 

0 

SAPE 

35.3 

60 

9.2 

601        1 

i        28 

139 

50 

32 

Sawtek 

0 

SAWS 

33.6 

78 

18.6 

879 

:         70 

161 

145 

160 

SBS  Technologies 

0 

SBSE 

25.0 

53 

7.1 

139        j 

i       147 

197 

197 

184 

Schmitt  Industries 

0 

SMIT 

17.5 

11 

1.9 

68 

i       138 

2 

121 

177 

Schult  Homes 

a 

SHC 

18.2 

348 

9.2 

81 

128 

67 

40 

122 

Scientific  Games  Holdings 

n 

SG 

19.4 

179 

22.7 

255 

i       199 

114 

42 

14 

Security  Dynamics  Technologies 

0 

SDTI 

14.0 

100 

21.2 

1,376        i 

;       130 

138 

104 

78 

Semtech 

0 

SMTC 

19.1 

79 

10.6 

417 

;       126 

136 

111 

98 

Serologicals 

0 

•SERO 

19.5 

80 

10.0 

329 

145 

49 

39 

71 

Simpson  Manufacturing 

0 

SMCO 

17.6 

225 

23.1 

462 

43 

26 

8 

12 

Sofamor  Danek  Group 

n 

SDG 

29.4 

277 

49.4 

1,457 

i        18 

171 

185 

171 

Software  Artistry 

0 

SWRT 

38.4 

40 

3.0 

96 

;       159 

72 

52 

91 

Sonic 

0 

SONG 

16.8 

174 

18.4 

358 

:       139 

75 

164 

148 

SOS  Staffing  Services 

0 

SOSS 

18.2 

169 

5.4 

163 

80 

38 

129 

114 

Source  Services 

0 

SRSV 

24.1 

252 

8.5 

283 

150 

147 

180 

166 

Specialty  Teleconstructors 

0 

SCTR 

17.3 

66 

3.6 

117 

i        39 

74 

11 

24 

Speedway  Motorsports 

n 

TRK 

30.1 

169 

42.0 

992 

i        11 

123 

130 

135 

SPSS 

0 

SPSS 

48.7 

89 

8.5 

194 

8 

10 

3 

1 

Sterling  Commerce 

n 

SE 

60.6 

322 

79.0 

3,300 

;      153 

83 

115 

154 

Strattec  Security 

0 

STRT 

17.1 

159 

9,8 

156 

85 

68 

147 

172 

Supreme  Industries 

a 

STS 

23.1 

178 

7.0 

94 

\      111 

69 

154 

170 

Supreme  International 

0 

SUP! 

15.4 

178 

6.5 

98 

\        92 

152 

102 

94 

Techne 

0 

TECH 

22.4 

61 

11.2 

349 

:      180 

85 

48 

80 

Tecnol  Medical  Products 

0 

TCNL 

15.1 

153 

19.7 

404 

;      162 

46 

94 

76 

Tetra  Tech 

0 

WATR 

16.7 

229 

12.3 

433 

i        58 

176 

189 

181 

ThrustMaster 

0 

TMSR 

26.6 

35 

2.7 

72 

i        83 

183 

192 

179 

Timberline  Software 

0 

TMBS 

23.5 

31 

2.5 

78 

;        31 

169 

157 

164 

Toilgrade  Communications 

0 

TLGD 

31.8 

41 

6.2 

130 

122 

5 

10 

2 

Total  System  Services 

n 

TSS 

20.1 

339 

44.0 

3,071        j 

:       41 

170 

89 

84 

Transition  Systems 

0 

TSIX 

29.7 

41 

13.2 

381        : 

'Includes  all  share  classes,  a:  American  Stock  Exchange.  R:  New  York  Stock  Exchange.  O;  Nasdaq. 
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5-year 

average 

ROE 

Company 

1 

-ichanpe 

Ticker 

symbol 

m 

5-year 

average 

return  on 

equity 

Sal^- 

($mil) 

-.    Pfuh' 

nnere  iney  lanK 
sales          profits 

market 

1 

170 

71            149 

168 

Transport  Corp  of  America 

0 

TCAM 

16.2% 

$175 

$6.9 

$103 

136 

25              96 

182 

TransPro 

n 

TPR 

18.3 

277 

11.7 

71         ; 

168 

22              46 

70 

uses  International 

0 

uses 

16.5 

283 

19.8 

474             : 

:       95 

157              59 

15 

Veritas  Software 

0 

VRTS 

22.1 

57 

16.9 

1.344 

i        65 

162            179 

142 

Viasat 

0 

VSAT 

25.6 

53 

3.9 

172         : 

j        22 

131              98 

28 

Viasoft 

0 

VIAS 

36.6 

85 

11.5 

947        ; 

i      200 

76            105 

43 

Wackentiut  Corrections 

n 

WHC 

14.0 

168 

10.3 

772 

i      113 

55               2 

4 

Watson  Pliarmaceuticals 

n 

WPI 

20.5 

210 

81.0 

2,720      ; 

:        36 

110            134 

60 

Whittman-Hart 

0 

WHIT 

30.8 

112 

8.3 

591 

•:       25 

189            131 

153 

Wireless  Telecom  Group 

a 

WTT 

33.9 

26 

8.5 

157         \ 

i      141 

13               4 

10 

Wisconsin  Central  Transport 

0 

WCLX 

17.9 

306 

72.8 

1.580         : 

i      119 

120              56 

77 

X-Rite 

0 

XRIT 

20.3 

91 

17.1 

423 

74 

195            198 

198 

Xeta 

0 

XETA 

24.4 

17 

1.9 

39 

84 

64              12 

34 

Zebra  Technologies 

0 

ZBRA 

23.4 

183 

37.6 

855        : 

186 

130              81 

96 

Zygo 

0 

ZIGO 

14.6 

87 

14.0 

338        i 

'Includes  all  share  classes,  a:  American  Stock  Exchange,  n:  New  York  Stock  Exchange,  o:  Nasdaq. 


Business 
Partner 


Waist:  34.  Inseam:  52. 


The  solution  is  here.  One  size  does  not 
fit  all.  Looking  for  a  solution  tailored  just 
for  your  business?  Look  nofiirther  than  IBM 
Business  Partners  —independent  experts 


nho  can  outfit  vou  uith  the  right  mix  of 
technology;  support,  price  and  financing. 
I'or  one  nho  specializes  in  vour  line  of 
bminess,  colli  888IBM-2992,  cxt.  9999. 


The  IBM  logo  is  a  registered  lrademarl(  and  the  IBM  Business  Partner  emblem  is  a  trademark  of  International  Business  Machines  Co     alqi  and  are ' .  v^ri  together  under  license.  ©  1997  IBM  Corp.  All  rights  reserved 


Where  to  find  the 
200  best  small 
companies  in  America 


Aaron  Rents 

309  East  Paces  Ferry  Road  NE 

Atlanta,  GA  30305  www.aaronrents.com 


404-231-0011 

R  Charles  Loudermill(  Sr 

Abacus  Direct 

8774  Yates  Drive 

Westminster,  CO  80030 

303-657-2800 

M  Anthony  White 

Ace  Cash  Express 

1231  Greenway  Drive,  Suite  800 
Irving,  TX  75038 


972-550-5000 

Donald  H  Neustadt 

ACT  Manufacturing 

108  Forest  Avenue 

Hudson,  MA  01749 

508  562-1200 

John  A  Pino 

ADE 

80  Wilson  Way 


Westwood,  MA  02090 

www.ade.com 

617-467-3500 

Robert  C  Abbe 

Advocat 

277  Mallory  Station  Road,  Suite  130 

Franklin,  TN  37067 

www.irinfo.com/avc 

615-771-7575 

Charles  W  Birkett 

AFC  Cable  Systems 

50KenneL  Plaza.  Suite  1250 


Providence,  Rl  02903 

www.afcweb.com 

401-453-2000 

Ralph  R  Papitto 

Alcide 

8561  154th  Avenue 

Redmond,  WA  98052 

425-882-2555 

seph  A  Sasenick 

AlphaNet  Solutions 

7  Ridgedale  Avenue 
Cedar  Knolls,  NJ  07927 
973-267- 


www.ali- 


^etcorp.com 
*an  Gang 


Alternative  Resources 

100  Tri-State  International,  Suite 

300 

Lincolnshire,  IL  60069 

WiW 

847-317-1000 

La 

American  Buildings 

1150  State  Docks  Road 

Eufaula,  AL  36027 

334-687-2032 

Robert  T  Am  merman 

American  Business  Information 

5711  South  86th  Circle 

Omaha,  NE  68127           www.salesleadsusa.com 

402-593-4500 

Scott  Dahnke 

American  Coin  Merchandising 

5660  Central  Avenue 

Boulder,  CO  80301 

www.ctaonline.com 

303-444-2559 

Jerome  M  Lapin 

Anadigics 

35  Technology  Drive 

Warren,  NJ  07059 

www.anadigics.com 

908-668-5000 

Ronald  Rosenzweig 

Analytical  Surveys 

1935  Jamboree  Drive 

Colorado  Springs,  CO  80920 

www.anlt.com 

719-593-0093 

Sidney  V  Corder 

Anchor  Gaming 

815  Pilot  Road,  Suite  G 

Las  Vegas,  NV  89119 

702-896-7568 

Stanley  E  Fulton 

Apollo  Group 

4615  East  Elwood  Street 

Phoenix,  AZ  85040 

www.apoilogrp.com 

602-966-5394 

John  G  Sperling 

Applied  Voice  Technology 

11410  Northeast  122nd  Way 

Kirkland.WA  98083           www.appliedvoice.com 

206-820-6000 

Richard  J  Laporte 

Balchem 

PC  Box  175 

Slate  Hill,  NY  10973 

914-355  3300 

Dino  Rossi 

BallaiUyne  of  Omaha 

4350  McKinley  Street 

Omaha.  NE  68112      www.6allantyneOmaha.com 

402-^153-4444 

John  PWilmers 

Ballard  Medical  Products 

12050  Lone  Peak  Parkway 
Draper,  UT  84020 
801-572-6800 


www.bmed.com 
Dale  H  Ballard 


Barnett 

3333  Lenox  Avenue 

Jacksonville,  FL  32254 

www.bntt.com 

904-384-6530 

William  R  Pray 

Barra 

2100  Milvia  Street 


Berkeley,  CA  94704 

wvw.barra.com 

510-548-5442 

Andrew  Rudd 

Benihana 

8685  Northwest  53rd  Terrace 

Miami,  FL  33166 

305-593-0770 

Joel  A  Schwartz 

BET  Holdings 

One  BET  Plaza.  1900  W  Place  NE 

Washington,  DC  20018       www.betnetworks.com 

202-608-2000  Robert  L  Johnson 


EW  Blanch  Holdings 

3500  West  80th  Street 

Minneapolis,  MN  55431 

wvw.blanch.com 

612-835-3310 

Edgar  W  Blanch  Jr 

Buckle 

2407  West  24th  Street 


Kearney,  NE  68847 

wvw.buckle.com 

308-236-8491 

Dennis  H  Nelson 

Bush  Industries 

One  Mason  Drive 

Jamestown,  NY  14702 

716-665-2000 

Paul  S  Bush 

C&D  Technologies 

1400  Union  Meeting  Road 
Blue  Bell,  PA  19422 


215-619-2700 

Alfred  Weber 

Cambridge  Technology  Partners 

304  Vassar  Street 

Cambridge,  MA  02139 

vww.ctp.com 

617-374-9800 

James  K  Sims 

288 


Forbes  ■  November  3,  1997 


■N  A  DEREGULATED  WORLD, 

IT  PAYS  TO  DO  BUSINESS 

WITH  SOMEONE  WHO'S 

BEEN  AROUND  THE  BLOOK 


A  FEW  MILLION  TIMES- 


UFCPL 


Electrh; 


/\nd  that's  just  today. 

Sure,  that's  a  lot  of  ground  to  cover  in 
24  hours.  But  what's  even  more  amazing  is 
that  we  did  it  without  ever  leaving  the  office. 

That's  because  we're  reading  nearly 
700,000  meters,  dozens  of  times  a  day,  with 
the  lowest-cost  data  communications  network 
there  is.  And  providing  a  competitive  advantage 
for  partners  like  Kansas  City  Power  &  Light, 


WIU  YOU  BE 
CEUNST  READY?  ! 
OB  NOT. 

I.800.2S6.6304 


P^^    \))l   (((I     ^ 


B 


SOUND  CCnn^i/ 

ENERCY 


Northern  States  Power,  Union  Electric, 
Paget  Sound  Energy  and  PG&E. 

Our  advanced  technology  has  the 
power  to  turn  kilowatts  into  megabytes 
of  real-time  information  that  can  be 
used  to  streamline  operations. 


We  ensure  peace  of  mind  with  a 

secure  network  service  that  puts  you  m 

total  control  over  your  data.  Plus,  you'll  be 

fully  prepared  to  meet  any  deregulatory 

standard  with  an  open  architecture  that's 

as  scalable  as  it  is  flexible. 

For  more  information,  give  us 


improve  profitability  and  retain      data     systems      a  call  and  ask  for  our  Uiio/ju.al 
and  acquire  new  customers  with  enhanced  Guicic  (o  Deregulation.  We  could  be  up  and 

services  and  lower  rates.  running  around  your  block  before  you  know  it. 


hHp;//wWW  cellnot  com     126  SHOREWAY  ROAD.  SAN  CARLOS.  CA    9J070 


©IW?  CellNct  D«i»  S)'5Tms 


WHtKt   ID   FIND  THE  2Dn  BtST  SMALL  CDMPflMIES   IM  ttMERIRa 


Central  Parking 

2401  21st  Avenue  South,  Suite  200 
Nastiville,  TN  37212 


615-297-4255 

Monroe  J  Carell  Jr 

JW  Charles  Financial  Services 

980  North  Federal  Highway, 

Suite  210 

Boca  Raton,  FL  33432 

www.jwcharles.com 

561-338-2600 

Marshall  T  Leeds 

Childtime  Learning  Centers 

38345  West  10  Mile  Road,  Suite  100 
Farmington  Hills,  Ml  48335 


248-476-3200 

Harold  A  Lewis 

Churchill  Downs 

700  Central  Avenue 

Louisville,  KY  40208 

www.kentucltyderby.com 

502-636-4400 

Thomas  H  Meeker 

rihor 

5251  DTC  Parkway,  Suite  1400 

Englewood,  CO  80111  www.ciber.com 


303-220-0100 

Bobby  G  Stevenson 

CKS  Group 

10441  Bandley  Drive 

Cupertino,  CA  95014 

www.cks.com 

408-366-5100 

Mark  D  Kvamme 

Clarcor 

2323  Sixth  Street 


Kocktord,  IL  fall2b 

www.clarcorcom 

815-962-8867 

Lawrence  E  Gloyd 

CMAC  Investment 

1601  Market  Street 

Philadelphia,  PA  19103 

www.cmacmi.com 

215-564-6600 

Frank  P  Filipps 

Coherent  Communications  Sys 

45085  University  Drive 


Ashburn.VA  20147 

www.coherent.com 

703-729-6400 

Daniel  LMcGinnis 

Coldwater  Creek 

1  Coldwater  Creek  Drive 

Sandpoint,  ID  83864 

www.coldwater-creek.com 

208-263-2266 

Dennis  C  Pence 

Computer  Horizons 

49  Old  Bloomfield  Avenue 
Mountain  Lakes,  NJ  07046 
973-402-7400 


www.chccorp.com 
John  J  Cassese 


Computer  Management  Sciences 

8133  Baymeadows  Way 

Jacksonville.  FL  32256 

www.cmsx.com 

904-737-8955 

Jerry  W  Davis 

Computer  Products 

7900  Glades  Road,  Suite  500 
Boca  Raton.  FL  33434 
561-451-1000 


www.cprd.com 
Joseph  M  O'Donnell 


Concord  EFS 

2525  Horizon  Lake  Drive,  Suite  120 

Memphis,  TN  38133 

www.efsnb.com 

901-371-8000 

Dan  M  Palmer 

Consolidated  Graphics 

2210  West  Dallas  Street 
Houston,  TX  77019 
713-529-4200 


Joe  R  Davis 


Consolidated  Products 

36  South  Pennsylvania  Street 
Indianapolis,  IN  46204 


317-633-4100 

Alan  B  Oilman 

Cort  Business  Services 

4401  Fair  Lakes  Court,  Suite  300 

Fairfax,  VA  22033 

wvw.cortl.com 

703-968-8500 

Paul  N  Arnold 

CorVel 

2010  Main  Street,  Suite  1020 
Irvine,  CA  92614 
714-851-1473 


www.corvel.com 
V  Gordon  Clemens 


Crossmann  Communities 

9202  North  Meridian,  Suite  300 
Indianapolis,  IN  46260 
317-843-9514 


wvw.croscom.com 
John  B  Scheumann 


CTC  Communications 

360  Second  Avenue 
Waltham,  MA  02154 
617-466-8080 


www.ctcnet.com 
Robert  J  Fabbricatore 


Cybex  Computer  Products 

4912  Research  Drive 

Huntsville,  AL  35805 

www.cybex.com 

205-430-4000 

Stephen  F  Thornton 

Dallas  Semiconductor 

4401  South  Beltwood  Parkway 
Dallas,  TX  75244 
972-371-4000 


www.dalsemi.com 
Charles  V  Prothro 


Datastream  Systems 

50  Datastream  Plaza 
Greenville,  SC  29605 
864-422-5001 


www.dstm.com 
Larry  G  Blackwell 


Day  Runner 

15295  Alton  Parkway 
Irvine,  CA  92618 
714-680-3500 


www.dayrunnercom 
Mark  A  Vidovich 


Ducommun 

23301  South  Wilmir 

gton  Avenue 

Carson,  CA  90745 

www.ducommun.com 

310-513-7200 

Joseph  C  Berenato 

Duff  &  Phelps  Credit  Rating 

55  East  Monroe  Street 
Chicago,  IL  60603 


312-368-3100 

Paul  J  McCarthy 

Dura  Automotive  Systems 

4508  IDS  Center 

Minneapolis,  MN  55402 

612-342-2311 

Karl  F  Storrie 

Eagle  USA  Airfreight 

3214  Lodestar 
Houston.  TX  77032 
281-821-0300 


www.eagleusa.com 
James  R  Crane 


Educational  Development 

10302  East  55th  Place 
Tulsa,  OK  74146 
918-622-4522 


Randall  W  White 


Electro  Scientific  Industries 

13900  NW  Science  Park  Drive 

Portland,  OR  97229  www.esio.com 

503-641-4141  Donald  R  VanLuvanee 

Eltron  International 
41  Moreland  Road 
Simi  Valley,  CA  93065 


1 


805-579-1800 

Donald  K  Skinner 

Elxsi 

1 

3600  Rio  Vista  Avenue, 

Suite  A 

1 

Orlando,  FL  32805 

407-849-1090 

Alexander  M  Milley 

Empi 

599  Cardigan  Road 
St.  Paul,  MN  55126 
612-415-9000 


Joseph  E  LaptewiczJr 


Equity  Marketing 

131  South  Rodeo  Drive 
Beverly  Hills,  CA  90212 
310-887-4300 


Stephen  P  Robeck 


Essef 

220  Park  Drive 
Chardon,  OH  44024 


216-286-2200 

Thomas  B  Waldin 

Factset  Research  Systems 

One  Greenwich  Plaza 

Greenwich,  CT  06830 

www.f3ctset.com 

203-863-1500 

Howard  E  Wille 

Fastenal 

2001  Theurer  Boulevard 


Winona,  MN  55987 

www.fastenal.com 

507-454-5374 

Robert  A  Kierlin 

Fine  Host 

3  Greenwich  Office  Park 

Greenwich,  CT  06831 

www.finehost.com 

203-629-4320 

Richard  E  Kerley 

Forrester  Research 

1033  Massachusetts  Avenue 


Cambridge,  MA  02138 

www.forrestercom 

617-497-7090 

George  F  Colony 

Fossil 

2280  North  Greenville  Avenue 

Richardson,  TX  75082 

www.fossil.com 

972-234-2525 

Tom  Kartsotis 

Fresh  America 

5400  LBJ  Freeway,  Suite  1025 
Dallas.  TX  75240 


972-774-0575 

David  1  Sheinfeld 

Game  Financial 

13705  First  Avenue  North 

Minneapolis,  MN  55441 

www.gamecash.com 

612-476-8500 

GaryADachis 
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Guardian  Disability  Income 
Protection  could  be  a  lifesaver 
for  your  family. 

In  a  matter  of  seconds,  your  life  can  change  forever. 
A  serious  accident  or  medical  emergency  could  put  an 
instant  end  to  your  career  and  ability  to  support  your 
family.  Studies  show  that  nearly  one  out  of  three  people 
age  40  will  become  disabled  for  90  days  or  longer 
before  age  65.*  That's  when  a  Guardian  Disability 
Income  Insurance  Protection  policy  could  be  a  lifesaver. 

In  fact,  the  policy  could  account  for  all  of  your  family's 
income.  The  policy  guarantees  a  full  total  disability 
benefit  as  long  as  your  disability  prevents  you  from 
returning  to  your  regular  occupation.**  An  optional 
"Cost  of  Living  Adjustment  Rider"  allows  your  benefits 
to  keep  pace  with  the  economy.  And,  if  you  are  a 
business  owner  with  partners,  "Disability  Buyout 
Protection"  will  enable  your  partners  to  buy  out  your 
stock  at  a  fair  price  and  keep  the  company  going.*** 

Sink  or  swim? 

The  Guardian  Life  Insurance  Company  has  been  helping 
families  survive  during  times  of  crisis  for  over  137  years. 
Set  up  a  meeting  with  your  Guardian  representative  to 
learn  how  Guardian  Disability  Income  Insurance 
Protection-  could  help  keep  your  family  afloat. 

CaU  1-800-662-1006 

or  visit  us  at  www.theguardian.com 

^  TheGuardian- 


.   The  Intelligent  Choice" 


Since 


18     6     0 


Life  Insurance  •  Employee  Benefits  &  401  (k) 
Disability  •  Mutual  Funds  &  Variable  Annuities 

•Source:  1985  Commissioners'  Individual  Disability  Table  A  and  the  1980  CSO  ■ 

"Policy  Forms  NC108  (NCI  10  in  New  York)  and  NC109  -  Classes  6,  5.  4.  4P  and  3.  TWfee  policies 
provide  disability  income  insurance  They  do  NOT  provide  basic  hospital,  basic  mei^ic^ .major 
medical  insurance  as  defined  by  New  York  State  insurance  law  Not  available  in  alUtpeg;  and  s- 
policy  provisions  may  vary  In  other  states 

***  Policy  Form  AH84  (BY106  in  New  York)  -  Classes  6.  5,  4.  4P.  3  and  2,  These  policies  provid 
disability  income  insurance.  They  do  NOT  provide  basic  hospital,  basic  medical_or  major  medjj 
insurance  as  defined  by  New  York  State  insurance  law.  Not  available  in  all  s^ates.;and  sor' 
provisions  may  vary  in  other  states.  jl 

**«'40Uk)  products  and  vanable  annuities  are  issued  by  The  Guardian  Insurance  SJg 
Company,  Inc.  (GIAC),  a  wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Ci 
America,  New  York,  NY.  Securities  products  are  distributed  by  Guardian  Investor  M 
Corporation  (GISC),  201  Park  Avenue  South,  New  York,  NY.,  1-800-221-3253;  M,4 
CISC  IS  an  indirect  wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Comply  pf  Amenca 


WHERE  TD  FIND  THE  200  BEST  SMflLL  CDMPflHIES  IN  flHERICBI 


General  Employment  Enterprises 

One  Tower  Lane,  Suite  2100     www.generalemploy- 
Oakbrook  Terrace,  IL  60181  ment.com 

630-954-0400  Herbert  F  Imhoff 


Gentex 

600  North  Centennial  Street 

Zeeland,  Ml  49464 

www.gentex.com 

616-772-1800 

Fred  T  Bauer 

Global  Industries 

107  Global  Circle 


Lafayette,  LA  70503               wwwglobalind.com 

318-989-0000 

William  J  Dore 

Gymboree 

700  Airport  Boulevard,  Suite  200 

Burlingame,  CA  94010 

415-579-0600 

Gary  White 

HCC  Insurance 

13403  Northwest  Freeway 
Houston.  TX  77040 


713-690-7300 

Stephen  L  Way 

Healthcare  Compare 

3200  Highland  Avenue 

Downers  Grove.  IL  60515 

630-241-7900 

James  C  Smith 

Heartland  Express 

2777  Heartland  Drive 
Coralville,  lA  52241 


319-645-2728 

Russell  AGerdin 

Jack  Henry  &  Associates 

PO  Box  807 

Monett,  MO  65708 

www.jackhenry.com 

417-235-6652 

Michael  E  Henry 

Hirsch  International 

200  Wireless  Boulevard 


Hauppauge,  NY  11788 

www.hirschintl.com 

516-436-7100 

Henry  Arnberg 

HNC  Software 

5390  Cornerstone  Court  West 

San  Diego,  CA  92121 

www.hncs.com 

619-546-8877 

Robert  L  North 

HPR 

245  First  Street 
Cambridge,  MA  02142 


617-679-8000 

Marcia  J  Radosevich 

Hyperion  Software 

900  Long  Ridge  Road 

Stamford,  CT  06902 

www.hysoft.com 

203-703-3000 

James  A  Perakis 

Indus  International 

60  Spear  St 

San  Francisco,  CA  94105 

415-904-5000 


wvw.indusgroup.com 
Robert  W  Felton 


Innovex 

1313  Fifth  Street 

Hopkins,  MN  55343 

www.innovexinc.com 

612-938-4155 

Thomas  W  Haley 

Interstate  National  Olr  Svcs 

333  Earle  Ovmgton  Boulevard,  Suite  700 

Mitchel  Field,  NY  11553 

516-228-8600  Chester  J  Luby 

12  Technologies 

909  East  Las  Colinas  Boulevard 

Irving.  TX  75039  www.i2.com 

214-860-6000  SanjivSSidhu 

JDA  Software  Group  " 

11811  North  Tatum  Boulevard,  Suite  2000 
Phoenix,  AZ  85028  www.jda.com 

602-404-5500  James  0  Armstrong 

K&G  Men's  Center 

1225  Chattahoochee  Avenue  NW 
Atlanta,  GA  30318 
404-351-7987 


Stephen  H  Greenspan 


Keystone  Automotive  Industries 

700  East  Bonita  Avenue 
Pomona,  CA  91767 
909-624-8041 


Charles  J  Hogarty 


Kitty  Hawk 

1515  West  20th  Street 

Dallas/Fort  Worth  Airport.  TX  75261      www.kha.com 

972-456-2200  M  Tom  Christopher 


Knight  Transportation 

5601  West  Buckeye  Road 
Phoenix,  AZ  85043 
602-269-2000 


Kevin  P  Knight 


Koala 

11600  East  53rd  Avenue,  Unit  D 


Denver,  CO  80239 

www.koalabear.com 

303-574-1000 

Mark  A  Betker 

KVH  Industries 

50  Enterprise  Center 

Middletown,  Rl  02842 

www.kvh.com 

401-847-3327 

Martin  A  Kits  van  Heyningen 

Legato  Systems 

3210  Porter  Drive 


Palo  Alto,  CA  94304 

wvm.legato.com 

415-812-6000 

Louis  C  Cole 

Logan's  Roadhouse 

565  Marriott  Drive,  Suite  490 

Nashville,  TN  37214 

615-885-9056 

Edwin  W  Moats  Jr 

LoJack 

333  Elm  Street 
Dedham,  MA  02026 
617-326-4700 


C  Michael  Daley 


MacDermid 

245  Freight  Street 
Waterbury,  CT  06702 
203-575-5700 


Daniel  H  Leever 


Maxwell  Shoe 

101  Sprague  Street 
Hyde  Park,  MA  02136 
617-364-5090 


McAfee  Associates 

2805  Bowers  Avenue 
Santa  Clara,  CA  95051 
408-988-3832 


www.mcafee.com 
William  L  Larson 


McWhorter  Technologies 

400  East  Cottage  Place 
Carpentersville,  IL  60110 
847-428-2657 


John  R  Stevenson 


Medic  Computer  Systems 

8601  Six  Forks  Road,  Suite  300 


Raleigh,  NC  27615 

www.medcmp.com 

919-847-8102 

John  P  McConnell 

Mentor 

5425  Hollister  Avenue 

Santa  Barbara,  CA  93111 

805-681-6000 

Christopher  J  Conway 

Meridian  Diagnostics 

3471  River  Hills  Drive 
Cincinnati,  OH  45244 


513-271-3700 

William  J  Motto 

Mesa  Laboratories 

12100  West  Six1h  Avenue 

Lakewood,  CO  80228 

303-987-8000 

Luke  R  Schmieder 

Metro  Information  Services 

200  Golden  Oak  Court 


Virginia  Beach,  VA  23452 

www.MetrolS.com 

757-486-1900 

John  H  Fain 

Micrel 

1931  Fortune  Drive 

San  Jose,  CA  95131 

www.micrel.com 

408-944-0800 

Raymond  D  Zinn 

Micros  Systems 

12000  Baltimore  Avenue 
Beltsville,  MD  20705 
301-210-6000 


www.micros.com 
A  L  Giannopoulos 


Mitcham  Industries 

44000  Highway  75  South 

Huntsville,  TX  77340   www.mitch3mindustries.com 

409-291-2277  Billy  F  Mitcham  Jr. 


Mity-Lite 

1301  West  400  North 


Orem,  UT  84057 

wvm.mitylite.com 

801-224-0589 

Gregory  L  Wilson 

Molecular  Devices 

1311  Orleans  Drive 

Sunnyvale,  CA  94089 

www.moldev.com 

408-747-1700 

Andre  F  Marion 

Motorcar  Parts  &  Accessories 

2727  Maricopa  Street 
Torrance,  CA  90503 


Maxwell  V  Blum 


310-212-7910 

Mel  Marks 

MRV  Communications 

8917  Fullbright  Avenue 

Chatsworth.CA  91311 

vmw.nbase.com 

818-773-0900 

Noam  Lotan 
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www.netcom.com 
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The  second  best  way 
to  see  the  world. 


Tbere  is  a  new  way  to  see  the  world.  Through  the  millions  of  interconnected  computers  and  websites  that  make  up  the  World  Wide  Web. 

And  there  is  a  new  way  for  the  world  to  see  what  you  have  to  offer.  Become  one  of  the  over  half  a  million  customers  and  businesses 
that  have  discovered  this  new  world  through  NETCOM,  one  of  Americas  most  reliable  and  sophisticated  Internet  Service  Providers. 

NETCOM  should  be  your  first  choice  as  an  Internet  provider  for  your  company.  Because  we  do  the  Internet.  You  do  the  business. 

That's  why  you  should  find  out  now  how  we  can  put  the  Net  to  work  for  you. 

Cain  800  NETCOM! 


W    E 


PUT  THE 


NET 


TO  WORK 


FOR 


YOU. 


Hetcom 


WHERE  TO  FIND  THE  gPD  BEST  SMfllL  COMPANIES  IN  flMEBina 


National  Instruments 

6504  Bridge  Point  Parkway 


Austin,  TX  78730 

www.natinst.com 

512-338-9119 

James  JTrucfiard 

National  RV  Holdings 

3411  North  Perris  Boulevard 

Perris.CA  92571 

909-943-6007 

Wayne  M  IVIertes 

Nature's  Sunshine  Products 

75  East  1700  South     ' 
Provo,  UT  84606 
801-342-4300 


www.nsponhne.com 
Daniel  P  Howehs 


NCO  Group 

515  Pennsylvania  Avenue 
Fort  Washington,  PA  19034 
215-793-9300 


Michael  J  Barrist 


NFO  Worldwide 

2  Pickwicl<  Plaza 


Greenwich,  CT  06830 

www.nfor.com 

203-629-8888 

William  ELipner 

Northern  Technologies  IntI 

6680  North  Highway  49 

Lino  Lakes,  MN  55014 

www.ntic.com 

612-784-1250 

Vincent  J  Graziano 

On  Assignment 

26651  West  Agoura  Road 
Calabasas,  CA  91302 
818-878-7900 


www.assignment.net 
H  Tom  Buelter 


Ontrack  Data  International 

6321  Bury  Drive,  Suites  13-21 
Eden  Prairie,  MN  55346 
612-937-5161 


www.ontrack.com 
Michael  W  Rogers 


Orthodontic  Centers  of  America 

5000  Sawgrass  Village  Circle,  Suite  25 

Ponte  Vedra  Beach,  PL  32082    www.4braces.com 

904-280-4500  Gasper  Lazzara  Jr 


Ovid  Technologies 

333  Seventh  Avenue 

New  York,  NY  10001 

www.ovid.com 

212-563-3006 

Mark  L  Nelson 

Panavision 

6219  De  Soto  Avenue 
Woodland  Hills,  CA  91367 


818-316-1000 

William  C  Scott 

Party  City 

400  Commons  Way 

Rockaway,  NJ  07866 

973-983-0888 

Steven  H  Mandell 

Patterson  Energy 

PO  Drawer  1416 
Snyder,  TX  79550 


915-573-1104 

Cloyce  A  Talbott 

Paxar 

105  Corporate  Park  Drive 

White  Plains,  NY  10604 

www.paxar.com 

914-697-6800 

Arthur  Hershaft 

Pediatric  Services  of  America 

3159  Campus  Drive 

Norcross,  GA  30071 

www.psakids.com 

770-441-1580 

Joseph  D  Sansone 

Pediatrix  Medical  Group 

1455  North  Park  Drive 


Fort  Lauderdale,  FL  33326 

www.pediatrix.com 

954-384-0175 

RogerJMedel 

Pegasystems 

*. 

101  Main  Street 

Cambridge,  MA  02142 

www.pegasystems.com 

617-374-9600 

Alan  Trefler 

Perceptron 

47827  Halyard  Drive 
Plymouth,  Ml  48170 
313-414-6100 


www.perceptron.com 
Alfred  A  Pease 


Percon 

1720  Willow  Creek  Circle,  Suite  530 

Eugene,  OR  97402 

www.percon.com 

541-344-1189 

Michael  PCoughlin 

Performance  Technologies 

315  Science  Parkway 


Rochester,  NY  1 

4620 

www.pt.com 

716-256-0200 

Donald  LTurrell 

Philadelphia  Consolidated  HIdg 

One  Bala  Plaza, 

Suite  100 

Bala  Cynwyd,  PA 

19004 

www.phylins.com 

610-617-7900 

James  J  Maguire 

Powerwave  Technologies 

2026  McGaw  Avenue 
Irvine,  CA  92614 
714-757-0530 


www.powerwave.com 
Bruce  C  Edwards 


Pre-Paid  Legal  Services 

321  East  Main  Street 

Ada,  OK  74821 

www.pplsi.ccm 

405-436-1234 

Harland  C  Stonecipher 

Prima  Energy 

1801  Broadway,  Suite  500 
Denver,  CO  80202 


303-297-2100 

Richard  H  Lewis 

Prime  Medical  Services 

1301  South  Capital  of  Texas  Highway 

Austin  TX  78746 

www.primemedical.com 

512-328-2892 

Joseph  M  Jenkins 

QuickResponse  Services 

1400  Marina  Way  South 
Richmond,  CA  94804 
510-215-5000 


www.qrsi.com 
H  Lynn  Hazlett 


Regal  Cinemas 

7132  Commercial  Park  Drive 

Knoxville,  TN  37918         www.regalcinemas.com 

423-922-1123 

Michael  L  Campbell 

RehabCare  Group 

7733  Forsyth  Boulevard,  Suite  1700 
St  Louis,  MO  63105 


314-863-7422 


RemedyTemp 

32122  Camino  Capistrano    www.remedystaff.com 
San  Juan  Capistrano,  CA  92675 


714-661-1211 

Paul  W  Mikos 

Renal  Care  Group 

2100  West  End  Avenue,  Suite  800 

Nashville,  TN  37203 

www.renj 

ilcaregroup.com 

615-345-5500 

Sam  A  Brooks 

Renal  Treatment  Centers 

1180  West  Swedesford  Road,  Suite  300 

Berwyn,  PA  19312 

610-644-4796  Robert  L  Mayer  Jr 


Republic  Group 

PO  Box  1307 

Hutchinson,  KS  67504 

www.republic-group.com 

316-727-2700 

Phil  Simpson 

Res-Care 

10140  Linn  Station  Road 


Louisville,  KY  40223 

www.rescare.com 

502-394-2100 

Ronald  G  Geary 

ResMed 

5744  Pacific  Center  Boulevard,  Suite  311 

San  Diego,  CA  92121 

wvm.resmed.com 

619-622-2040 

Peter  C  Farrell 

Respironics 

1501  Ardmore  Boulevard 
Pittsburgh,  PA  15221 
412-731-2100 


vmw.respironics.com 
Dennis  S  Meteny 


Romac  International 

120  West  Hyde  Park  Place,  Suite  150 

Tampa,  FL  33606 

www.romacintl.com 

813-251-1700 

David  L  Dunkel 

Roper  Industries 

160  Ben  Burton  Road 
Bogart,  GA  30622 
706-369-7170 


Derrick  N  Key 


Rowe  Furniture 

1650  Tysons  Boulevard,  Suite  710 

McLean,  VA  22102 

www.rowefurniture.com 

703-847-8670 

Gerald  M  Birnbach 

Rural  Metro 

8401  East  Indian  School  Road 

Scottsdale,  AZ  85251  www.ruralmetro.com 

602-994-3886  Warren  S  Rustand 


Safeskin 

12671  High  Bluff  Drive 

San  Diego,  CA  92130 

www.safeskin.com 

619-794-8111 

Richard  B  Jaffa 

St  John  Knits 

17422  Derian  Avenue 
Irvine,  CA  92614 


James  M  Usdan 


714-863-1171 

Robert  E  Gray 

Sapient 

One  Memorial  Drive 

Cambridge,  MA  02142 

www.sapient.com 

617-621-0200 

Jerry  A  Greenberg 
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You  can't  grow  food  without  topsi 
L  That's  why  American 

farmers  are  turning  to 
no-till  and  other  soil 
conservation  efforts  as 
the  best  defense  against 
nature's  destructive 
forces. 
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See  the  world  change  minute  by  minute  at:  www.aclmworld.com 
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Sawtek 

1818  South  Highway  441 


Apopka,  FL  32703 

www.sawtek.com 

407-886-8860 

Steven  P  Miller 

SBS  Technologies 

2400  Louisiana  Boulevard  NE 

Albuquerque,  NM  87110 

www.sbse.com 

505-875-0600 

Christopher  J  Amenson 

Schmitt  Industries 

2765  NW  Nicolai  Street 


Portland,  OR  97210 

www.schmitt-ind.com 

503-227-7908 

Wayne  A  Case 

Schult  Homes 

221  US  Highway  20  West 

Middlebury,  IN  46540 

www.schulthome.com 

219-825-5881 

Walter  E  Wells 

Scientific  Games  Holdings 

1500  Bluegrass  Lakes  Parkway 


Alpharetta,  GA  30004 

www.scigames.com 

770-664-3700 

William  G  Malloy 

Security  Dynamics  Technologies 

20  Crosby  Drive 

Bedford,  MA  01730 

www.securid.com 

617-687-7000 

Charles  R  Stuckey  jr 

Semtech 

652  Mitchell  Road 


Newbury  Park,  CA  91320 

www.semtech.com 

805-498-2111 

John  D  Poe 

Serologicals 

780  Park  North  Boulevard,  Suite  1 10 

Clarkston,  GA  30021 

www.seriologicals.com 

404-296-5595 

Harold  J  Tenoso 

Simpson  Manufacturing 

4637  Chabot  Drive,  Suite  200 
Pleasanton,  CA  94588 
510-460-9912 


www.strongtie.com 
Thomas  J  Fitzmyers 


Sofamor  Danek  Group 

1800  Pyramid  Place 

Memphis,  TN  38132 

www.sofamordanek.com 

901-396-3133 

E  Ronald  Pickard 

Software  Artistry 

9449  Priority  Way  West  Drive 


Indianapolis,  IN  46240 

www.softart.com 

317-843-1663 

W  Scott  Webber 

Sonic 

101  Park  Avenue 

Oklahoma  City,  OK  73102 

www.sonicdrivein.com 

405-280-7654 

J  Clifford  Hudson 

SOS  staffing  Services 

1415  South  Main  Street 
Salt  Lake  City,  UT  84115 
801-484-4400 


www.sosstaffing.com 
Howard  W  Scott  Jr 


Source  Services 

5580  LBJ  Freeway,  Suite  300 

Dallas,  TX  75240     www.experienceondemand.com 

972-385-3002  D  Les  Ward 

Specialty  Teleconstructors 

12001  State  Highway  14  North 

Cedar  Crest,  NM  87008   www.teleconstructors.com 

505-281-2197  Michael  R  Budhager 


Speedway  Motorsports 

US  Highway  29  North 
Concord,  NC  28026 
704-455-3239 


0  Bruton  Smith 


SPSS 

444  North  Michigan  Avenue 
Chicago,  IL  60611 
312-329-2400 


www.spss.com 
Jack  Noonan 


Sterling  Commerce 

300  Crescent  Court,  Suite  1200 


Dallas,  TX  75201 
214-981-1100 


www.stercomm.com 
Warner  C  Blow 


Strattec  Security 

3333  West  Good  Hope  Road 
Milwaukee,  Wl  53209 


414-247-3333 

Harold  M  Stratton  II 

Supreme  Industries 

65140  US  33  East 

Goshen,  IN  46526 

219-642-3070 

Herbert  M  Gardner 

Supreme  International 

7495  Northwest  48th  Street 
Miami,  FL  33166 
305-592-2830 


www.supreme.com 
George  Feldenkreis 


Techne 

614  McKinley  Place  Northeast 

Minneapolis,  MN  55413       www.rndsystems.com 

612-379-8854  Thomas  E  Oland 

Tecnol  Medical  Products 

7201  Industrial  Park  Boulevard 
Fort  Worth,  TX  76180 
817-581-6424 


Vance  M  Hubbard 


Tetra  Tech 

670  North  Rosemead  Boulevard 
Pasadena,  CA  91107 
626-351-4664 


www.tetratech.com 
Li-San  Hwang 


ThrustMaster 

7175  NW  Evergreen  Parkway,  Suite  400 
Hillsboro,  OR  97124  www.thrustmaster.com 

503-615-3200  Stephen  A  Aanderud 


Ttmberline  Software 

9600  Southwest  Nimbus  Avenue 

Beaverton,  OR  97008            www 

.timberline.com 

503-626-6775 

John  Gorman 

Tollgrade  Communications 

493  Nixon  Road 


Cheswick,  PA  15024 

www.tollgrade.com 

412-274-2156 

Christian  L  Allison 

Total  System  Services 

1200  Sixth  Avenue 

Columbus,  GA  31901 

www.totalsystem.com 

706-649-2310 

Richard  W  Ussery 

Transition  Systems 

One  Boston  Place 
Boston,  MA  02108 
617-723-4222 


www.tsidss.com 
Robert  F  Raco 


Transport  Corp  of  America 

1769  Yankee  Doodle  Road 

Eagan,  MN  55121       www.transportamerica.com 

612-686-2500  James  B  Aronson 


TransPro 

100  Gando  Drive 
New  Haven,  CT  06513 
203-401-6450 


Henry  P  McHale 


uses  International 

2969  Prospect  Park  Drive 
Rancho  Cordova,  CA  95670 
916-636-4500 


wvw.uscs.com 
James  C  Castle 


Veritas  Software 

1600  Plymouth  Street 
Mountain  View,  CA  94043 
650-335-8000 


www.veritas.com 
Mark  Leslie 


Viasat 

2290  Cosmos  Court 
Carlsbad,  CA  92009 
760-438-8099 


www.viasat.com 
Mark  D  Dankberg 


Viasoft 

3033  North  44th  Street 

Phoenix,  AZ  85018 

wvm.viasoft.com 

602-952-0050 

Steven  D  Whiteman 

Wackenhut  Corrections 

4200  Wackenhut  Drive  #100 

Palm  Beach  Gardens,  FL  33410  www.wackenhut.com 

561-622-5656  George  C  Zoley 

Watson  Pharmaceuticals 

311  Bonnie  Circle 
Corona,  CA  91720 
909-270-1400 


Allen  Y  Chao 


Whittman-Hart 

311  South  Wacker  Drive,  Suite  3500 

Chicago,  IL  60606  www.whittman-hart.com 

312-922-9200  Robert  F  Bernard 


Wireless  Telecom  Group 

East  64  Midland  Avenue 

Paramus,  NJ  07652 

www.noisecom.com 

201-261-8797 

Dale  Sydnor 

Wisconsin  Central  Transport 

6250  North  River  Road,  Suite  9000 

Rosemont,  IL  60018 

847-318-4600  Edward  A  Burkhardt 


X-Rite                         ^ 

^^^^^1 

3100  44th  Street  Southwest 

Grandville,  Ml  49418 

www.x-rite.com 

616-534-7663 

Ted  Thompson 

Xeta 

4500  South  Garnett  Road,  Suite  1000 
Tulsa,  OK  74146 


918-664-8200 

Jack  R  Ingram 

Zebra  Technologies 

1 

333  Corporate  Woods  Parkway 

1 

Vernon  Hills,  IL  60061 

www.zebra.com 

847-634-6700 

Edward  L  Kaplan 

Zygo 

Laurel  Brook  Road 
Middlefield,  CT  06455 
860-347-8506 


www.zygo.com 
Gary  K  Willis 
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jOne  company.  One  account  team.  One  smart  solution,  j  Sometimes  more  is 
simply  more  irritating.  Especially  when  it  comes  to  working  with  a  lot  of  different  communications 
companies.  So  why  not  just  use  MCI.  For  everything.  From  Conferencing  to  Data  to  Internet  to 
Local  service.  What  you'll  get  is  a  single  account  team  dedicated  to  taking  care  of  all  your  businesss 
communication  needs.  Whether  it's  coordinating  your  services  around  the  globe,  around  the  country 
or  simply  around  the  block.  So  sign  up  for  MCI.  It  goes  great  with  a  cup  of  coffee. 

I  md  celluin  Mivlces  are  only  milable  In  ceilain  areas  M%  oner  is  only  available  tor  meilriim  large  businesses  wHi  local  saivice  over  MCI  lacrlll<es  Nol  nailable  in  all  ireas.  Call  lor  availablllly 


Is  this  a  great  time,  or  what?  :  -) 
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MCI 


Investing  doesn't 


HAVE  TO  BE  COMPLICATED. 


And  it  shouldn't  be 


MADE  TO  SEEM  THAT  WAY. 


')') 


rles  Schwab  on  the  value  of  the  tried  and  true 


[lot  of  people  have  been  led  you  can  choose  from  over  750 

ilieve  that  investing  is  com-  funds  from  many  well-known 

[ted.  But  in  fact,  it  can  be  simpler  fund  families. 

you  might  think.  As  a  value-conscious  investor, 

[harles  Schwab  was  founded  25  you'll  be  reassured  to  know  that 

ago  to  provide  the  kind  of  help  every  fund  is  free  of  loads  and 

insight  individual  investors  commissions.  What's  more,  we 


To  receive  a  free  copy  oj  our  Mutual  Fund  Select  List,® 
visit  one  oj  our  250  branches  nationwide  or  call: 

1-800-5-NO-LOAD 


d  to  make  intelligent  investment 
isions  —  without  having  to  pay 
nmissions  to  brokers  to  make 
isions  for  them.  So  it's  no  wonder 
t  today,  millions  of  people  invest 
mutual  funds  through  Schwab. 

iCharles  Schwab  gives  you  the 
lutions  you  need  to  move  ahead. 


give  you  access  to  dozens  of  tools 
that  can  help  you  simplify  the 
investment  process.  For  example, 
through  OneSource  Online  on  our 
Worldwide  Web  site,  you'll  be 
able  to  identify  top-performing 
funds  that  meet  your  specific 
investment  criteria. 


As  a  Schwab  customer,  you'll  As  a  Mutual  Fund  OneSource 

me  to  rely  on  simple  investing       customer,  you  can  put  together  a 
inciples  like  long-term  commitment     mutual  fund  portfolio  with  author- 
d  portfolio  diversification. 
Through  our  Mutual 
md  OneSource®  service. 


OneSource 


ity  and  conhdence. 
And  don't  let  anyone 
tell  you  differently. 


Lookjor  this  symbol  when 
evaluating  mutual  funds. 


Historically 

High-Performing  Funds 

Available  Through 

Schwab 


Cham  represmt  growth  of  a  hypothetical 

$10,000  investment  over  a 
multiyear  period  ending  6liOI97-  Assumes 
reiniiestment  of  capital  gams  and  income. 


Warburg  Pincus 
Fixed-Income  Comm 
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Value  of  investment:  $14,526 

Average  annual  returns  (as  of  6130197) : 

I  year  +  JO. 98%    5  year  +  7.43% 

10  year +  8.18% 


Strong  Schafer  Value 
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Value  of  imvstment:  $25,545 

Average  annual  returns  (as  of  6130197): 

1  year  +  42.01%    5  year  +  22.20% 

10  year +15.07% 


Janus  Overseas  Fund 


Value  of  investmcni:  $18,772 

Average  annxud  returns  (as  of  6/30197): 

1  year  +  25.30%    5  year  N/A 

Since  inception  (5/2/94)  +  22.02% 


Stein  Roe 
Growth  &  Income 


Value  of  investment:  $23,255 

Average  (inniial  returns  (as  of  6/30/97): 

1  \ear  +  31 .44%    5  year  +  18.20% 

10  year  +  12.84% 


'ww.schwah.com 

Mpectuses  containing  more  complete  information  including  management  fees,  charge;!  and  expenses  arc  available  from  Schwab.   Please  read  the  prospecfu.ses  carefully 
Bre  investing.   Past  pcrtorm.mcc  is  no  indic.itloii  of  fuliiio  results.  The  principal  v.iluc  .md  investment  returns  will  flnctu.uc  with  ch.ingcs  m  ni.irkcl  conditions  so  tint  .m 
estor's  sh.ires  when  redeemed  may  be  worth  more  or  less  than  their  oriijinal  cost.   International  investing  involves  additional  risks  including  currencv  nucniations.  untore.scen 
itical  and  economic  events,  and  legal  and  regulatory  structures.  Certain  funds  may  liavc  waived  a  portion  of  their  advisor  fee  during  a  specified  period.  Without  the  tec 
ivers.  the  return  for  these  funds  would  have  been  lower.  ©1997  Charles  Schwab  ?C  Co.,  Inc.   All  rights  reserved.   Member  SIPC/NYSE.  (12/97) 


THE     100     BEST     SMALL     FORMCN     COMPttMIES 


That  U.S.  or  Japanese 
car  you  are  driving 
may  well  contain 
components  made 
by  this  aggressive 
Mexican  company. 


to  watch 


Here  begin  profiles  of  three  small 
foreign  companies  the  editors  have 
chosen  as  particularly  promising. 
They're  drawn  from  our  list  of  the 
100  Best,  beginning  on  page  306. 
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Made  in 
Mexico 


By  Kerry  A.  Dolan 

In  the  rhetorical  battle  over  the 
North  American  Free  Trade  Agree- 
ment, Ross  Perot  predicted  "a  giant 
sucking  sound"  as  jobs  were  drained 
from  the  U.S.  into  Mexico.  While 
there's  been  no  deafening  noise,  a  lot 
of  auto  parts  jobs  have  moved  south 
of  the  border.  And  that  is  very  good 
for  Sanluis  Corporacion — a  hybrid 
auto  parts  and  mining  company. 

Sanluis'  earnings  jumped  from 
$9.6  miUion  in  1993  to  $49  miUion 
last  year,  and  are  expected  to  rise 
another  50%  over  the  next  two  years. 
Nearly  75%  of  the  revenues  are  from 
auto  parts.  Last  year's  profits,  earned 
on  $236  million  in  sales,  represent  an 
astounding  21%  net  margin.  In  the 
U.S.,  an  auto  parts  maker  is  lucky  to 
net  6%  on  revenues. 

Sanluis  isn't  the  only  Mexican  outfit 
that  has  jumped  on  car  company  out- 
sourcing, but  it's  the  most  aggressive. 
Sales  of  its  auto  parts,  two-thirds  of 
which  are  exported,  have  doubled 
over  the  last  five  years.  Armed  with 
new  contracts  fi-om  Ford  and  General 
Motors  that  kick  in  over  the  next  12 
months,  the  company  will  double  its 
car  component  exports. 

The  auto  parts  business  gets  the 
attention — but  the  mining  business 
does  well,  too.  It  contributed  26%  of 
revenues  last  year  and  more  than  34% 
of  operating  earnings.  Sanluis  can 
boast  that  it's  one  of  the  world's 
lowest-cost  gold  producers. 

Sanluis  began  as  a  gold  and  silver 
mining  company  back  in  1890  and 
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Enrique  Villasenor, 

head  of  Sanluis' 

auto  parts 

operations 

Low  prices 

and  high  quality 

keep  the  big  three 

coming 

bacl(  for  more. 


was  purchased  in  the  1960s  by  the 
Hearst  Corp.  In  1978  Antonio 
Madero,  a  weakhy  Mexican  mining 
executive  and  Harvard  Business 
School  grad,  teamed  up  with  a  few 
other  Mexican  investors  and  bought 
the  mine  for  about  $20  million. 

When  gold  and  silver  prices  sky- 
rocketed in  1980  and  1981,  Madero 
and  the  board  decided  to  use  the 
windfall  to  diversify  out  of  mining.  A 
decade  later  Madero,  facing  a  cash 
crunch  as  metal  prices  plummeted, 
soki  off  most  of  Sanluis'  not-so-prof- 
itable investments  in  an  aluminum 
company,  a  majority  stake  in  Wool- 
worth  de  Mexico,  a  share  in  Hyatt 
Hotels  of  Mexico — but  wisely  hung 
on  to  an  auto  parts  company  Sanluis 
had  bought  from  the  Mexican  gov- 
ernment in  1988  for  about  $45  mil- 
lion, including  debt.  "We  wanted  to 
be  in  a  Nafta  business,"  says  Madero, 
Sanluis'  60-year-old  chairman. 
"That's  where  the  growth  was." 

Sanluis  supplies  parts  primarily  for 
the  North  American  light  truck 
sector — minivans,  pickup  trucks  and 
sport  utility  vehicles — which  has 
grown  6.1%  a  year  since  1980,  com- 
pared with  1.7%  for  all  automobiles. 


Wlien  Sanluis  acquired  the  auto  parts 
firm,  its  only  export  customer  was 
Chrysler.  Since  then  it  has  added 
Ford  and  gm,  as  well  as  Nissan, 
Toyota,  BMW  and  Mercedes-Benz. 

Sanluis'  profit  margins  are  as  high 
as  they  are  because  die  company  pays 
workers  perhaps  $5.25  a  day,  where- 
as unionized  American  workers  earn 
at  least  $150  a  day.  Thus  the  compa- 
ny can  make  the  parts  a  lot  cheaper 
than  a  U.S.  company  can  and  still 
make  outsize  profits.  Leaf  springs,  its 
high-volume  product  that  accounts 
for  67%  of  its  auto  parts  sales,  are 
fairly  simple,  low-capital-intensive 
suspension  components. 

Before  rushing  to  accuse  Sanluis  of 
stealing  U.S.  jobs,  remember  this: 
Those  new  jobs  in  Mexico  are 
putting  a  little  spending  money  into 
the  pockets  of  Mexicans  who  never 
had  loose  change  before.  They 
become  customers  for  more  sophisti- 
cated products  made  in  die  U.S.  Lose 
an  auto  parts  job,  gain  a  high-tech 
job.  On  balance,  both  the  U.S.  and 
Mexico  gain. 

Low-cost  or  not,  carmakers  can't 
afford  to  put  junk  into  their  vehicles. 
To  win  the  U.S.  business,  Sanluis  has 


had  to  achieve  U.S. -level  quality'  stan- 
dards. Sanluis  has  established  tech- 
nolog\'-sharing  links  with  partsmak- 
ers  NHK  Spring  and  Nissho  Iwai  of 
Japan,  Italian  brake  manufacturer 
Brenibo  SpA  and  Hendrickson  Inter- 
national in  the  U.S. 

To  stay  close  to  the  customers,  a 
team  of  26  Sanluis  engineers  and  staff 
have  set  up  shop  in  Detroit.  "Our 
responsiveness  and  turnaround  time 
have  been  key,  too,"  says  Enrique 
Villaseiior,  head  of  Sanluis'  auto  parts 
division,  arguing  that  it  doesn't  win 
the  business  on  price  alone. 

Next?  Hoping  to  tap  into  the 
rapidly  expanding  South  American 
market,  last  year  Sanluis  and  its 
Japanese  partners  bought  two  auto 
parts  companies  in  Brazil.  It's  spend- 
ing $115  million  to  increase  capacity 
at  several  of  its  parts  plants  in  Mexico. 
"We're  leaders  in  the  North  Ameri- 
can market,"  boasts  Madero.  "Now 
we're  looking  at  other  parts  of  the 
world." 

And  die  mining  business.''  Last  year 
Sanluis'  production  costs  averaged 
$192  per  equivalent  ounce  of  gold, 
far  below  the  world  average  of  $264 
per  equivalent  ounce.  §■ 
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I  n  t I  u  u p  t  a  I a  m  H  L  L ruwtiuN     liUMpaHita 


Someone  called  Ricky  Razon  an  s.o.b. 
He  was  highly  complimented. 

On  the  waterfront 


By  Justin  Doebele 

When  a  fund  manager  visited  Inter- 
national Container  Terminal  Services, 
Inc.  (iCTSi)  in  Manila,  he  had  one 
worry  about  buying  the  stock:  The 
boss  and  27%  owner  was  only  37. 
Was  young  Enrique  (Ricky)  Razon  Jr. 
up  to  the  job  of  running  a  port  oper- 
ator? "Not  to  worry,"  he  was  told, 
"Ricky's  a  tough  son  of  a  bitch." 

Razon  revels  in  the  description. 
When  he  joined  the  family  business  at 
18,  he  was  put  on  the  hardest  jobs, 
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from  operating  cranes  to  driving  fork- 
lifts.  Any  difference  being  the  boss' 
son?  "Sure,"  quips  Razon,  "I  got 
treated  even  worse." 

The  character- building  apparendy 
paid  off  ICTSI  is  one  of  the  lowest- 
cost,  most  efficient  port  operators  in 
the  world.  In  the  last  few  years, 
Razon  has  transformed  his  $72  mil- 
lion (sales)  conip:'ny  from  a  single- 
port  operadon  in  Manila  into  one  of 
a  handful  of  trul\  nmltinadonal  Phil- 


ippine companies.  iCTSi  has  contain- 
er port  contracts  in  Pakistan,  Mexico, 
Argentina  and  Saudi  Arabia. 

ICTSI  runs  Mexico's  biggest  con- 
tainer terminal,  in  the  port  of  Vera- 
cruz, as  a  50-50  joint  venture  with 
ICA,  Mexico's  largest  construction 
firm.  This  is  one  highly  efficient  oper- 
ation. A  single  operator  perched  1 1 
stories  up  in  a  $2.5  million  refur- 
bished crane  expertly  picks  up  a  40- 
foot  container  from  a  ship  and — 
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Enrique  (Ricky) 
Razon  Jr.,  chairman 
of  International 
Container  Terminal 
Services,  Inc. 
One  of  the  world's 
most  efficient  port 
operators,  liis 
realm  extends 
from  the  compa- 
ny's Manila  head- 
quarters (left)  to 
Veracruz, 
Mexico  (right) 
and  beyond. 


whoosh,  boom! — drops  it  onto  the 
back  of  a  waiting  semitrailer.  As  the 
truck  roars  off,  another  takes  lis 
place.  Unloading  in  Veracruz  aver- 
ages 74  containers  an  hour,  outdoing 
the  rate  at  the  busiest  U.S.  port. 
Long  Beach,  Calif 

ICTSI  is  an  old,  family  company  that 
has  made  a  successful  transition  into 
the  modern  world.  Razon's  grandfa- 
ther (also  named  Enrique)  ran  a  port 
operation  in  Manila  under  U.S.  rule 
in  the  1930s;  after  WWII  Razon's 
father  took  over  until  Ferdinand 
Marcos  nationalized  the  ports. 

In  1988  President  Corazon 
Aquino  privatized  the  Manila  port, 
and  the  Razons  bought  it  back  in 
partnership  with  the  powerful  Sori- 
ano family  of  San  Miguel  Corp.,  the 
big  brewer.  It  took  months  of  hard 
work  to  rebuild  the  operation  after 
many  years  of  bureaucratic  misman- 


agement, with  Razon  junior  at  the 
terminal  around  die  clock,  sometimes 
sleeping  on  a  couch  in  his  office.  In 
just  two  years  the  facility'  ^^'ent  from 
losing  $3  million  a  year  to  making 
$10  million  in  profits. 

The  Razons  were  soon  among  an 
elite  group  that  knew  how  to  run  a 
port  in  an  emerging  economy.  That 
knowledge  became  increasingly  valu- 
able as  more  and  more  countries 
decided  to  privatize  their  ports. 

There's  a  lot  of  competition  in  this 
business.  London's  p&O,  Stevedoring 
Services  of  America  and  Hutchison 
Whampoa  of  Hong  Kong  are  all 
active  players;  so  Razon  is  in  perpet- 
ual motion,  chasing  contracts  in  Latin 
America,  Asia,  Eastern  Europe  and 
the  Middle  East.  "He  has  enough 
frequent-flier  miles  to  go  to  the 
moon,"  says  one  of  his  colleagues. 

This  year  iCTSi  should  easily  rank 


among  the  world's  top  ten  port  han- 
dlers. The  world's  busiest  port,  Hong 
Kong,  is  dominated  by  billionaire  Li 
Ka-shing's  Hutchison  group,  one  of 
iCTSi's  strongest  competitors.  Given 
its  growth,  Razon  vows  to  grab  the 
number  two  or  number  three  global 
spot  after  number  one  Hutchison  bv 
the  year  2000. 

Razon  depreciates  most  equipment 
on  a  5 -year  cycle,  except  for  15  yeais 
for  cranes.  This  strategy  weakens 
earnings  but  is  financially  conserva- 
tive, anci  keeps  equipment  in  tip-top 
shape.  No  no\ice  in  die  ways  of  stock 
markets,  he  plans  to  spin  off  interna- 
tional operations  into  a  separate  com- 
pany in  a  few  years.  Investors  will 
then  be  able  to  choose  between  a 
Philippine  company  or  a  global  one. 
And  Razon  will  have  taken  another 
step  toward  running  a  truly  multi- 
national business.  Hi 
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IHt      igO     BtST     SHALL     FDBEIGM     CDHPAMIE 

Tony  Reeves  of  Delphi  Group  Pic.  is  very  lucky. 
He  also  knov\/s  how  to  capitalize  on  his  good  fortune. 


1 


Luck  and  more 


By  Howard  Banks 

Even  Tont  Ree\ts'  admirers  admit 
that  the  guy  is  damned  lucky.  He 
took  charge  at  London- based  Delphi 
Group  Pic.  in  late  1993  when  the 
company,  kno\\'n  at  the  time  as  Com- 
puter People,  was  in  the  doldrums. 
Then  ever\iJiing  started  going  right 
for  the  business. 

Outsourcing  moved  from  being  a 
trendy  idea  to  a  flood,  which 
admirably  suits  a  business  in  which 
almost  90%  of  revenues  come  from 
providing  contract  labor  for  comput- 
ing and  computer  services.  Then 
Britain,  the  company's  dominant 
market,  moved  smartly  from  a  deep 
recession  to  what  is  now  a  boom. 

Even  as  Reeves  was  cashing  in  on 
those  tsvo  breaks,  a  third  occurred. 
The  Millennium  problem,  the  pro- 
gramming glitch  that  threatens  to 
stop  most  of  the  world's  computers 
when  we  get  to  the  year  2000. 
Reeves  says  a  survey  done  for  Delphi 
shows  that  at  least  two-thirds  of  com- 
panies are  still  unprepared  and  too 
understaffed  to  cope,  less  than  three 
years  away  from  potential  meltdown. 

That,  too,  plays  right  into  Reeves' 
hands.  Can't  cope?  Come  to  us  and 
we'll  proNide  the  computer  labor  that 
you  need. 

Those  were  the  luck\^  breaks,  but 
Reeves,  56,  did  not  just  sit  there  and 
let  it  all  wash  over  him.  He  is  on  a 
charge  to  get  a  bigger  foothold  in  the 
U.S.,  the  fastest-growing  it  market  in 
the  world,  which  now  provides  30% 
of  Delphi's  revenues,  up  from  20%  a 
year  ago. 

Reeves,  who  is  British,  has  long 
experience  working  in  the  U.S. 
Before  he  moved  to  Delphi,  Reeves 
was  boss  of  Lifetime  Corp.,  tiien  one 
of  the  U.S.'  largest  health  care  service 
companies,  with  over  SI  billion  a  year 
in  revenues.  He  lost  that  slot  when 
Lifetime  was  bought  in  1993  by  tiie 
Olsten  Corp. 


Thence  he  moNcd  to  England  and 
to  Delphi's  headquarters,  on  the  top 
floor  of  a  Regent  Street  building 
overlooking  London's  Piccadillv 
Circus.  He  immediately  launched  an 
acquisition  and  in\estment  binge  that 
he's  been  on  ever  since — 14  deals  to 
date.  Most  of  the  early  deals  were 
prett)^  small  and  mostiy  in  Britain  in 
the  contract  labor  market.  But  four 
have  been  in  the  L".S.  and  a  couple  in 
continental  Europe.  Delphi  is  also 
building  up  its  stake,  now  around 
31%,  in  Groupe  Decan  in  France, 
which  is  in  the  same  line  of  business. 

In  October  Reeves  announced  that 
Delphi  is  trying  to  get  a  Nasdaq  list- 
ing. In  addition,  he  plans  a  U.S. 
pubhc  offering,  to  be  managed  by 
Robinson- Humphrey  Co.,  of  up  to 
5.75  million  shares  of  Delphi 
common  stock.  At  the  recent  share 
price  of  S  10.8 5,  that  would  raise  over 
S62  million,  valuing  the  group  at 
close  to  S 375  million.  To  bolster  the 
L".S.  operation,  Reeves  has  just  made 
an  old  colleague  from  the  Lifetime 
days,  Larry  Steusser,  chief  executive 
of  Delphi's  U.S.  operations. 

(Warning  note:  Do  not  confuse  the 
British  Delphi  Group  Pic.  \\ith  anoth- 
er, unrelated  Delphi  Group,  Inc.,  of 
Boston,  which  is  also  in  the  IT  field. ) 

The  pace  of  Delphi's  acquisitions — 
90%  for  cash — has  been  increasing, 
with  S23  miUion  being  spent  in  the 
first  half  of  this  year.  Inevitably  that 
means  debt  is  way  up,  too,  to  S36 
million  in  June,  from  SI 5  million  at 
the  end  of  1996. 

Reeves,  however,  refinanced  that 
debt  and  more  in  September  with  a 
private  placement  of  S50  milhon  in 
ten-year  notes  at  a  manageable  7.14% 
(they  were  acquired  by  ppm  America, 
Inc.).  Interest  cover  remains  a  secure 
11  times. 

The  extra  funds  tVom  this  refinanc- 
ing are  "to  be  retained  for  general 


corporate  purposes,"  which  in 
Reeves-talk  probably  means  for  his 
acquisition  war  chest. 

Before  Reeves  took  control,  rev- 
enues were  flat  at  under  S 1 1 0  million 
and  profits  were  negligible.  Since  tiien 
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Tony  Reeves 
of  the  Delphi  Group 
in  his  office 
overlooking 
the  heart  of  Lon- 
don's West  End 
Ready  to  cash 
in  on  companies 
unprepared 
to  kill  the 
Millennium  Bug. 


both  have  risen  steadily.  Revenues  are 
up  from  around  $150  million  in  1994 
to  $329  million  in  1996.  Revenues  in 
the  first  half  of  this  year,  $216  million, 
were  up  by  a  third  on  a  comparable 
basis  from  the  same  period  last  year. 

Forbes  ■  November  3,  1997 


Over  the  same  period  net  profits  have 
gone  from  a  loss  of  $2  million 
(including  some  restructuring  costs) 
in  1994  to  $13.6  million  in  1996. 

The  pace  continues.  First-half  pre- 
tax profit  this  year  was  up  22%  from 


die  same  period  last  yeai-.  Earnings  per 
share  of  52  cents  in  1996  were  more 
than  double  the  1994  level.  Analyst 
Ian  Spence  of  London  broker 
Gramille  Da\is  predicts  1997  eai-nings 
per  share  of  around  58  cents.  I* 
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In  an  increasingly  global  market,  investors  looking  for  small 
entrepreneurial  companies  aren't  limited  to  the  U.S. 

The  Global  100 


By  John  H.  Christy  and  Brian  Zajac 

The  U.S.  leads  the  world  in  spawning 
small  entrepreneurial  firms.  But  there's  no 
patent  on  the  process,  and  other  countries 
are  catching  on.  Which  is  why  Forbes  has 
created,  in  addition  to  its  200  Best  Small 
Companies  in  the  U.S.  list,  a  smaller  but  sim- 
ilar listing  of  100  foreign  small  companies. 

We  limited  our  search  to  companies  with 
annual  revenues  of  at  least  S5  million  but  less 
than  S500  million.  Companies  must  show  a 
return  of  least  11%  on  equity  in  the  latest 
fiscal  year  and  a  solid  pattern  of  sales  and 
earnings  growth.  This  year  32  countries, 
fi-om  Belgium  to  Pakistan,  are  represented. 

Canada  and  Britain  are  home  to  27  of  the  100  foreign 


Canada  and  the 
U.K.have27ofthe 
best  small  foreign 
companies.  Thirty 
other  nations — 
including  Pakistan, 
Peru  and  Greece — 
boast  one  or  more. 


of  27%,  and  82%  earnings  growth  over  the 
past  five  years.  Other  European  countries, 
particularly  Germany,  Switzerland  and  Italy, 
have  weaker  markets  for  small  stocks.  The 
exciting  upstarts  in  those  countries  are  likely 
to  be  privately  held. 

Repeaters  from  last  year's  100  foreign  best 
include  Tomra  Systems,  whose  American 
Depositary  Receipt  has  more  than  doubled 
in  price  since  the  company  made  our  list  a 
year  ago.  This  Norwegian  firm  makes 
machines  for  recycling  bottles  and  cans. 
Tomra's  earnings  per  share  have  grown  at  a 
22%  annual  clip  over  the  past  five  years. 
Canada's  Cinram,  which  makes  CDs,  CD-ROMs  and  cas- 


"Ti'  iw 


gems.  From  Canada  comes  Cognos  and  Hummingbird  settes,  has  been  on  the  list  each  of  the  last  three  years,  as 

Communications,  among  others.  Best  small  technology  has  Italy's  Gewiss  SpA,  an  electrical  equipment  maker, 
firms  from  the  U.K.  include  Parit>'  Pic,  Kewill  Systems         With  a  market  value  of  $3  billion,  Dassault  Systemes,  a 

Pic.  and  Delphi  Pic.  (sec  p.  304).  French  software  firm,  is  the  most  valuable  company  on 

Scandinavia  contributes  Allgon  ab,  a  Swedish  maker  of  our  list.  It  was  spim  off  by  the  French  defense  electronics 

antennas  and  mobile  phone  parts,  with  a  return  on  equity^  firm  Dassault  Electronique. 
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"you  mean 

WE  CAN  GO 


AND  THEY  LL 
''WEATTHE 


Global  Delivery  Services  '  aSTIielp  you 
cut  down  on  paperwork,  speed  packages 
through  customs  and  give  you  the  ^ 
resources  to  reach  custoniej  in  eveiry 
country.  Think  of  us  as  your  partner  to 
help  compete  in  the  global  marketplace. 
Visit  us  at  http://\\-vvw.uspsglobal.com 
or  call  us  at: 

1-800-THE-USPS  X2061 


UNITED  STA 
POSTAL  SERVICE 


We  delivei 


-A'^Wl; 


I   H  t       I    U  U K  t  5   ■ 5  M  M  L  L r  U  Ii  t  I  b  H U  U  HI  K  H  If  I  t 


The  100  companies  on  last  year's  foreign  list  returned 
14%  on  average  (price  only)  through  mid-September, 
versus  an  11%  gain  in  Morgan  Stanley's  eafe  index  of  for- 
eign stocks.  Our  list  did  well,  even  though  many  of  the 
Soudieast  Asian-based  firms  lost  more  dian  a  third  of  dieir 
value  in  diat  region's  financial  panic.  The  biggest  gainers: 
Leading  Spirit  of  Hong  Kong,  up  289%,  and  Sarkuysan 


Elektrolitik  of  Turkey,  up  238%. 

For  investors  interested  in  this  sort  of  company,  no-loa 
mutual  funds  may  well  be  the  way  to  go.  Two  no-loac 
funds  that  specialize  in  small  foreign  companies:  Acor 
International  and  T.  Rowe  Price  International  Discovi 
Thirteen  of  the  companies  on  our  list  have  America 
Depositary  Receipts. 


Foreign  Up  and  Comers 


Company/industry     ^^_^ 

Country 

Recent 

LaicSi 

F/t 

Est 

Latest 

Sales 

Net 

Market 

price 

12-mo 
EPS 

1998 
EPS 

return  on 
equity 

income 
-($mil)- 

value 

Aalberts  Industries/industrial  products 

Netherlands 

$29.60 

$1,10 

27.0 

$1.34 

31.1% 

$279 

$15.5 

$442 

:    Allgon/communications  equipment 

Sweden 

18.46 

0.48 

38.5 

0.68 

27.1 

204 

12.9 

1,063 

■    Altran  Technologies/engineering  consulting 

France 

258.17 

10.06 

25.7 

13.46 

32.0 

270 

24.5 

629 

Andrews  Sykes  Group/heating  &  air-conditioning  equip 

UK 

10.34 

0.53 

19.6 

0.73 

100.0-t- 

84 

8.7 

151 

:    Argha  Karya/packaging 

Indonesia 

0.34 

0.03 

12.3 

0.03 

12.0 

123 

12.2 

150 

;    Artisan/oil  drilling  services 

Canada 

12.46 

0.62 

20.2 

0.86 

22.1 

58 

4.7 

162 

i    Azkoyen/vending  machines 

Spain 

122.36 

5.14 

23.8 

6.52 

24.2 

112 

9.8 

261 

i    Banco  de  Occidente/bank 

Colombia 

5.88 

0.61 

9.6 

0.78 

30.5 

311 

48.9 

487 

:    Bausch/building  materials 

Germany 

24.37 

1.18 

20.7 

1.77 

16.8 

82 

4.7 

97 

:    BMT/metals 

Belgium 

192.96 

10.83 

17.8 

12.82 

25.3 

176 

8.2 

146 

■    Bodycote  International/uniforms  &  protective  clothing 

UK 

17.01 

0.46 

36.9 

0.78 

25.3 

185 

30.2 

1,360 

i    Bolton  Properties/real  estate 

Malaysia 

0.60 

0.12 

5.2 

0.10 

12.9 

60 

19.1 

113 

;    Brilliant/lighting  fixtures 

Germany 

193.62 

17.24 

11.2 

13.95 

21.8 

113 

5.9 

66 

;    Capita  Group/outsourcing  services 

UK 

4.62 

0.07 

62.1 

0.12 

91.9 

175 

12.7 

848 

:  •Cementos  Lima/cement 

Peru 

2.15 

0.82 

2.6 

0.13 

23.3 

149 

30.3 

71 

Chemical  Co  of  Malaysia/chemicals 

Malaysia 

1.57 

0.11 

14.9 

0.11 

11.9 

226 

18.8 

280 

Christian  Dalloz/plastics,  safety  products 

France 

131.12 

18.11 

7.2 

18.36 

17.6 

163 

16.1 

116 

CIN/pamt 

Portugal 

60.57 

2.02 

30.0 

3.30 

20.8 

136 

7.1 

212 

;    Clnram/manufactures  disks  &  cassettes 

Canada 

39.35 

0.99 

39.7 

1.40 

22.2 

250 

22.9 

941 

;    CIPE/security  systems 

France 

42.35 

3.16 

13.4 

4.60 

24.8 

208 

11.2 

150 

':    CMC  Magnetics/manufactures  disks  &  cassettes 

Taiwan 

3.20 

0.06 

57.9 

0.13 

16.3 

98 

19.3 

1.123 

;    Cognos/computer  network  software 

Canada 

22.74 

0.76 

29.9 

1.03 

46.7 

199 

36.9 

991 

:    Daiwa  Industries/freezers  &  refrigerators 

Japan 

6.43 

0.38 

17.0 

0.40 

11.8 

319 

19.2 

331 

Danubius  Szalloda/hotels 

Hungary 

31.36 

1.76 

17.8 

2.09 

12.9 

67 

14.1 

251 

:  •Dassault  Systemes/computer  software 

France 

59.46 

1.81 

32.8 

1.78 

23.0 

273 

67.0 

3,068 

j  •Delphi  Group/computer  training  services 

UK 

10,81 

0.52 

20.9 

0.70 

70.0 

329 

13.6 

311 

:  •Deswell  Industries/chemicals,  plastics 

Hong  Kong/China 

24.38 

2.00 

12.2 

2.75 

30.9 

45 

8.7 

119 

Deveaux/textiles 

France 

117.74 

11.43 

10.3 

12.06 

26.2 

207 

15.2 

156 

Eltrak/engines  &  machinery 

Greece 

3.13 

0.33 

9.5 

0.47 

20.3 

37 

2.0 

19 

•Empaques  Ponderosa/packaging 

Mexico 

0.86 

0.15 

5.9 

0.12 

49.8 

119 

35.9 

304 

Empresas  Pizarreno/building  materials 

Chile 

1.79 

0.20 

8.8 

0.25 

16.2 

244 

24.4 

239 

Enea  Data/technology  consulting 

Sweden 

35.46 

1.16 

30.5 

1.73 

23.0 

32 

2.1 

54 

Enerflex  Systems/oilfield  equipment 

Canada 

27.62 

1.03 

26.7 

1.34 

27.5 

181 

12.1 

417 

:  •Engil/construction 

Portugal 

12.83 

0.67 

19.1 

0.80 

13.2 

392 

9.8 

186 

;    Fauji  Fertilizer/fertilizer 

Pakistan 

2.10 

0.27 

7.9 

0.32 

618 

330 

68.0 

539 

Faxe  Bryg/beer 

Denmark 

493.42 

26.93 

18.3 

34.55 

13.8 

149 

4.8 

89 

Gennum/electronic  components 

Canada 

20.66 

0.71 

29.3 

0.86 

30.7 

39 

7.1 

245 

Gewiss/electrical  equipment 

'  Italy 

19.48 

0.60 

32.4 

0.73 

29.5 

219 

24.1 

779 

Goody's/fast-food  restaurants 

Greece 

17.84 

0.88 

20.3 

0.96 

33.2 

84 

8.8 

178 

Grafton  Group/building  materials 

Ireland 

18.96 

1.32 

14.3 

1.35 

28.9 

308 

21,0 

303 

Prices  as  of  Oct.  3.  •Available  as  an  ADR. 

Sources: 

IBES  International  and  Worldscope  via 

OneSource  Information  Services:  William  O'Neil  &  Co.: 

Bloomberg  Financial  Markets. 

Above  are  some  of  the  most  promising  small  companies  based  outside  the  U.S.  Like  their  American  counterparts, 
many  will  probably  stumble.  Then  again,  this  list  could  also  include  a  budding  McDonald's  or  Cisco  Systems. 


308 


Forbes  ■  November  3,  1997 


ic9t 


GT  Global  -  a  pioneer  in  global  theme  investing  -  introduces  a  new  opportunity  to  help 
diversify  your  portfolio  with  a  single  investment.  The  GT  Global  New  Dimension  Fund  is 
a  "fund  of  funds"  which  allocates  its  assets  among  the  six  globally  diversified  GT  Global 
Theme  Funds.  Tap  into  the  long-term  growth  potential  represented  by  these  global 
economic  themes. 

Health  Care  ♦  Financial  Services  ♦  Consumer  Products  and  Services 
Telecommunications  ♦  Infrastructure  ♦  Natural  Resources 
It's  the  next  dimension  in  global  investing  from  the  innovator  -  GT  Global.  Talk  to  your  financial  adviser  to  learn 
more  about  it.  Or  call  us  today. 


Introducing 

the  GT  Global 

New  Dimension 

Fund 


1-800-824-1580 


IJCJT 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
A  WORLD  OF  OPPORTUNITY 

YOU  will  receive  a  prospectus  for  the  6T  Global  New  D,r.ension  Fund  which  contains  more  ^07'^^^ 'tS5'°-"5l^2tt'Tca7oS^^^^ 

market  investing  such  as  currency  and  political  risks.  Read  the  Prospectus  carefully  before  investing,  GT  Global,  Inc.,  Distributor.  50  California  Street,  San  hrancisco,  la  b)4 11 


LONDON       FRANKFURT      ZURICH      SINGAPORE 


HONG  KONG      TOKYO      SYDNEY      SAN  FRANCISCO      TORONTO      NEW  YORK 


rirr  i  a  d 

BEST 

SMALL 

FOREIGN     COMPANIES 

1-  ;»*>                          x^ 

Company/industry 

Country 

Recent         Latest         P/E           Est         Latest 
price          12-mo                       1998      return  on 
EPS                         EPS         equity 

Sales       Net      Marltet 

income    value 

9- ($mil) 

•Grupo  Continental/beverages  Mexico 

•Nana  Microelectronics/circuit  boards  Thailand 

Headlam  Group/fabrics  &  floor  covering  UK 

Hellenic  Cables/electrical  cable  &  wiring  Greece 

Hemaraj  Land  &  Development/real  estate  development  Thailand 


$325 
2.94 
5,40 

20  58 
2.01 


$0.12 
0.46 
0.24 
1.20 
0.34 


27.9 

6.4 

22,7 

17.1 

6.0 


$0.18 
0.51 
036 
1.56 
0.26 


22.0% 

21.1 

26.3 

18.3 

20.1 


$495 

209 

291 

95 

107 


$43.7 

19.8 

12.3 

5.8 

23.7 


$1,218 

108 

318 

99 

143 


Highlands  &  Lowlands/agriculture 
Holland  Colours/chemicals 
•Hong  Kong  Aircraft  Engineering/aircraft  repair  &  maintenance 
Hong  Leong  Finance/financial  services 
Hummingbird  Communications/computer  software 


Malaysia 
Netherlands 
Hong  Kong/China 
Singapore 
Canada 


1.21 

91.94 

3.28 

1.82 

42.26 


'0.10 
3.82 
0.35 
0.28 
1.82 


11.6 

24.1 

9.5 

6.6 

23.3 


0.08 
4.23 
0.27 
0.29 


13.6 
21.7 
25.7 
14.0 
24.4 


145 

52 

309 

272 

75 


63.2 
3.2 
63.9 
62.0 
22.6 


732 
77 
608 
410 
582 


international  Container/cargo  handling  and  port  svcs 
Johnston  Press/newspaper  publishing 
Jollibee  Foods/fast-food  restaurants 
Kaneshita  Construction/general  contractor 
Kewill  Systems/computer  software 


Philippines 

UK 

Philippines 

Japan 

UK 


0.20 
3.58 
0.46 
6.31 
8.99 


0.02 
0.15 
0.02 
0.79 
0.64 


8.6 
23.5 
19.6 

7.9 
14.0 


0.02 
0.22 
0.03 
0.75 
0.83 


24.4 
50.5 
32.4 
12.3 
28.4 


72 
255 
263 
296 

66 


18.1 
26.2 
23.0 
15.1 
8.1 


175 
717 
408 
120 
115 


Kingspan  Group/building  materials 
•Laboratorios  Chile/pharmaceuticals 
Land  &  General/real  estate,  timber 
Lanna  Lignite/lignite  &  granite  mining 
Leitch  Technology/electronic  components 


Ireland 

Chile 

Malaysia 

Thailand 

Canada 


16.77 
1.29 
0.59 
5.23 

29.88 


0.59 
0.05 
0.15 
0.35 
0.65 


28.4 
23.7 
4.0 
14.9 
45.7 


0.86 
0.08 
0.07 
0.36 
1.09 


53.9 
15.9 
23.6 
22.9 
26.9 


202 

111 

333 

57 

87 


16.7 
12.4 
72.6 
12.3 
14.8 


482 
408 
294 
183 
768 


Lojas  Renner/retail  stores 

Major  Drilling  Group/oil  drilling  services 

Malayan  Cement/cement 

Metal  Bulletin/magazine  publishing 

Moss  Bros  Group/men's  clothing  retailer 


Brazil 

Canada 

Malaysia 

UK 

UK 


45.60 
25,50 

0.96 
18.50 

4.11 


5.43 
1.11 
0.14 
0.57 
0.22 


8.4 
23.0 

6.7 
32.7 
18.6 


6.01 
1.63 
0.14 
0.75 
0.26 


43.7 
25.6 
29.8 
55.1 
30.5 


192 
65 

259 
36 

192 


20.9 
7.4 

59.4 
5.3 

19.4 


176 
217 
395 
184 
365 


Mulia  Industrindo/glass  &  tiles  Indonesia  0.16  0.04  3.8  0.03  18.7  222  48.3  217 

•Mutual  Risk  Management/reinsurance  Bermuda  50.31  2.09  24.1  2.72  22.9  158  37.2  959 

Nagron  Nationaal  Grondbezit/real  estate  Netherlands  29.20  2.28  12.8  2.49  15.2  201  15.3  196 

Nederlandsche  Apparatenfabriek  Nedap/elect  control  devices  Netherlands  28.04  1.11  25.3  1.30  23.9  106  7.4  188 

Ordina/information  technology  consulting  Netherlands  18.54  0.41  '45.1  0.55  100.0+  114  9.9  450 


Otavi  Minen/building  materials 

Parity/software  consultants 

Phoenix  Mecano/electronics 

Pick  Szeged  Szalamigyar/processed  meats 

Primax  Electronics/computer  peripherals 


Germany 

UK 

Switzerland 

Hungary 

Taiwan 


130.98 
9.13 

543.38 

78.97 

3.15 


10.42 
0.25 

23.95 
5.98 
0.13 


12.6 
37.0 
22.7 
13.2 
24.7 


12.53 
0.39 

27.72 
6.63 
0.15 


18.0 
100.0+ 
29.4 
24.7 
27.6 


40 
253 
272 
192 
209 


2.5 
10.4 
26.4 
15.9 
17.9 


31 
388 
598 
210 
490 


Prudential  Steel/steel  pipes  &  tubes 

Readymix/building  materials 

Relyon  Group/furniture 

Rolfe  &  Nolan/financial  software  services 

Sanluis/auto  parts  &  mining 


Canada 

Ireland 

UK 

UK 

Mexico 


52.28 
2.99 
7.42 
5.53 
8.50 


2.60 
0.24 
0.34 
0.23 
0.65 


20.1 
12.5 
22.1 
24.2 
13.0 


3.37 
0.25 
0.48 
0.35 
0.71 


28.9 
31.0 
25.2 
49.4 
84.9 


179 
126 
101 
32 
236 


15.9 

11.7 

7.2 

2.9 

49.0 


526 
159 
160 
70 
676 


Servomex/gas  monitoring  equipment 

Seton  Healthcare  Group/medical  supplies 

Severfield-Reeve/construction 

Simac  Techniek/computer  network  systems 

Sipef/agriculture 


UK 
UK 
UK 

Netherlands 
Belgium 


5.03 

7.38 

7.77 

146.50 

189.65 


0.34 
0.44 
0.26 
1.66 
10.88 


15.0 
16.8 
30.4 
88.2 
17.4 


0.45 
0.58 
0.51 
2.60 
14.20 


25.3 
100.0+ 
37.7 
24.6 
11.1 


50 
163 
103 
176 
119 


3.4 
22.1 
4.7 
2.9 
7.6 


52 
372 
152 
255 
132 


•Sociedad  Quimica  y  Minera/fertilizer,  industrial  chemicals        Chile 
Sportsman/apparel  &  sporting  goods  Greece 

Tablex/food  .  :  Mexico 

Taiwan  Mask/semiconductor  mfg  equipment  Taiwan 

Tesco/oil  drilling  services  Canada 


4.83 
9,25 
2.95 
5.84 
18.22 


0.30 
0.77 
0.28 
0.13 
0.52 


16.1 
12.1 
10.7 
44.4 
34.9 


0,40 
1.19 
0.37 
0.21 
0.90 


11.4 
36.2 
18.0 
46.1 
25.8 


488 
25 

213 
44 
70 


72.4 
2.0 
20.0 
16.8 
12.4 


1,162 

24 

214 

847 

507 


Tipco  Asphalt/asphalt 
•Tomra  Systems/recycling  machines 
Umeco/aircraft  parts 
Vaisala/measurement  equipment 
Vidrala/manufactures  glass  bottles 


Thailand 

3.16 

0.24 

13.0 

0.23 

32.1 

181 

25.6 

346 

Nurway 

24,55 

0.43 

56.6 

0.70 

25.8 

121 

15.8 

924 

UK 

5.94 

0.24 

24.8 

0.38 

35.0 

45 

2.7 

71 

Finland 

78.55 

3.79 

20.7 

4.63 

23.0 

107 

17.4 

337 

Spain 

45.71 

4.25 

10.8 

3.42 

31.6 

112 

23.6 

336 

Brazil 

0.73 

0.06 

12.1 

0.08 

16.8 

370 

40.5 

480 

Finland 

37.00 

2.83 

13.1 

2.75 

17.4 

247 

32.9 

444 

Germany 

401.48 

28.94 

13.9 

22.32 

11.9 

301 

18.1 

229 

Canada 

33.16 

2.15 

15.4 

2.43 

25.4 

145 

20.9 

80 

Sweden 

23.99 

2.36 

10.2 

1.33 

21.1 

91 

5.8 

112 

WEG/electric  motors 

Werner  Soderstrom/publishing 

Weru/windows  &  doors 

Wescast  Industries/automobile  parts 

Zeteco/manufactures  trailers  &  cranes 


Prices  as  of  Oct.  3.  •Available  as  an  ADR. 


Joimes:  IBES  International  and  Worldscope  via  OneSource  Information  Services:  William  O'Neil  &  Co.:  Bloomberg  Financial  Markets. 
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n  a  region  legendary  for 
its  sparkling  coastline 
and  endless  summers, 
an  Diego  has  created  anoth- 
r  major  attraction:  a  busi- 
less  climate  as  hospitable  as 
he  near-perfect  weather. 

Poised  for  the  future  on 
he  Pacific  Rim,  the  San 
Diego  region,  with  a  popu- 
ation  of  2.8  million  and  an 
85  billion  economy,  is 
merging  as  a  vibrant  center 
3f  entrepreneurial  and 
career  opportunities. 

The  San  Diego  of  the 
1990s  has  been  transformed 
from  a  one-horse  economy 
dependent  on  military 
spending  and  aerospace  con- 
tracts to  a  region  where  a 
broad  array  of  technological 
industries  has  taken  root 
and  flourished. 
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William  R.Atkinson 
President  and  Chief 
Executive  Officer 


XLNT 

Founded  in  1989,  XLNT  develops 
and  manufactures  high-perfornnance 
LAN  switches.   The  company's  new 
Millennium™  4000  products  provide 
a  smooth  migration  path  from  the 
important  legacy  networks,  including 
FDD!,  Fast  Ethernet  and  standard 
Ethernet,  to  new  Gigabit  Ethernet. 

Millennium  4000  products  fulfill 
XLNT's  commitment  to  its  customers 
to  protect  their  investment  in  mis- 
sion-critical backbones  as  they 
migrate  to  higher  performance.   An 
entrepreneurial  spirit  allows  it  to 
bring  new  technology  to  market  more 
rapidly  than  established  competitors. 
Conversely,  unlike  recent  start-ups 
devoted  solely  to  Gigabit  Ethernet, 
XLNT  incorporates  a  rich  set  of  solu- 
tions from  its  earlier  products  into 
the  Millennium  line,  providing  clients 
a  smooth,  risk-free  upgrade  for  their 
network  infrastructure. 

Since  its  founding,  the  company 
has  moved  from  supplying  technolo- 
gy to  manufacturers  of  networking 
equipment  to  producing  its  own  end- 
user  products.   XLNT  remained  self- 
funded  until  1996,  when  it  raised 
substantial  venture  capital  for  the 
Millennium  product  launch.   XLNT 
remains  privately  held  with  corporate 
headquarters  in  San  Diego. 

15050  Avenue  of  Science 
San  Diego,  CA  92128 
619-487-9320/619-487-9768  fAX 
www.xlnLcon) 


These  days,  San  Diego  is  knov/n  as 
"Telecom  Valley"  or  "Biotech  Beach"  as 
well  as  a  Navy  megaport. 

"High  technology  is  the  driver  of  San 
Diego's  fast-growing  economy,"  says 
Howard  Roth,  director  of  regional  eco- 
nomics for  the  Bank  of  America.  "San 
Diego's  economy  is  dramatically  different 
today  than  it  was  as 
recently  as  a 
decade  ago.  A  lot 
of  that  is  due  to 
the  way  the  city, 
the  county  gov- 
ernment, the  uni-    't 
versity  system  and  r 
industry  worked      c 
together.  They 
made  a  bigger  i 

effort  in  San  c 

Diego  than  in  most  other 
cities  to  make  the  transition 
from  reliance  on  defense- 
related  industries  to  more 
diverse  information-based 
industries. " 

How  fast  is  San  Diego 
growing?  The  region's  hot 
economy  is  outperforming 
the  state  and  national  econo- 
my. It  is  increasing  at  a  real 
growth  rate  of  5%  this  year, 
the  strongest  of  the  decade, 
according  to  the  Greater  San 
Diego  Chamber  of  Com- 
merce Economic  Research 
Bureau.  7\nd  there's  no  sign  of  a  slowdown. 
If  anything,  momentum  is  building. 

San  Diego  is  home  to  hundreds  of 
emerging  companies  specializing  in  high 
technology,  electronics,  software,  biotech- 
nology and  golf  equipment  manufactur- 
ing, among  other  activities.  The  region's 
telecommunications  companies,  with 
QUALCOMM  Inc.  in  the  vanguard, 
have  earned  it  the  reputation  of  "Wireless 
Communications  Capital  of  the  World." 

International  trade  is  booming  in  a 
region  located  at  the  nexus  of  Asian  and 
L,atin  markets.  Exporters  looking  to  the 
■vest  and  the  south  see  a  wealth  of  nev/ 
t     iing  prospects  on  the  horizon. 


Meanwhile,  San  Diego's  traditional 
economic  mainstays  —  manufacturine 
well  as  the  military  payroll  and  defens{| 
contracts  —  continue  to  contribute  sis 
nificantly.  Tourism  is  also  experiencing! 
phenomenal  growth  and  is  likely  to  gei 
another  boost  when  San  Diego  hosts 
Super  Bowl  XXXII  in  January.  If  the 
weather  cooperates  on  game  day  — 
and  it  usually  does  —  San  Diego's 
sun-drenched  skyline  will  stand  in 
sharp  contrast  to  much  of  the  wintry| 
United  States. 
As  San  Diego's  economic  renaissan^ 


Left:  Bai  Yun,  one  of  the  San  Diego  Zo 
pair  of  giant  pandas  from  the  People's 
Republic  of  China.  Below:  QUALCOMM 
Stadium,  site  of  the  next  Super  Bowl. 
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takes  flight,  so  does  employment.  Place 
Rated  Almanac  ranked  San  Diego  in  th« 
top  five  U.S.  metropolitan  areas  to  find 
a  job.  Countywide,  the  number  of  jobs 
topped  1  million  last  year,  the  highest 
ever,  and  25,000  new  payroll  jobs  are 
expected  to  be  added  this  year.  The 
unemployment  rate  has  shrunk  from 
6.4%  in  1995  to  4.4%  in  late  1997, 
according  to  the  California  Employ- 
ment Development  Department. 

Job  seekers  say  that  San  Diego,  like 
Silicon  Valley,  has  developed  a  critical 
mass  of  career  options  in  high-tech  fields 
some  at  small  boutique  or  start-up  com- 
panies, others  at  medium  or  large  firms. 
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San  Diego  is  quickly  becoming  tiie  worlds  most 

progressive  high-tech  center  and  home  to  one  of 

the  most  educated  workforces  in  the  country. 

(Of  course,  it's  always  been  great  for  a  day  off.) 


Think  San  Diego  and  what  comes  to  mind? 
Beaches?  Sunny  weather?  Warm  sand? 

How  about  Bioscience.  Telecommunications. 
Electronics.  Software.  Defense  and  space.  All  are  San 
Diego  industries  -  from  large,  established  companies 
to  startups.  And  with  world-renowned  universities 
and  research  institutions,  the  number  of  high-tech 
companies  and  career  opportunities  grows  every  day, 

We  can  help  you  be  a  part  of  it. 

Since  success  in  business  depends  on 
making  the  right  connections,  we'll  help 
you  do  that  in  San  Diego.  We'll  introduce       \^  fc ' 


you  to  vital  services,  investors,  and  like-minded 
business  owners  throughout  the  region. 

We  will  also  help  you  with  site  selection,  labor 
market  analysis,  recruitment,  training,  financial 
contacts,  plus  coordination  with  state  and  local 
agencies.  Through  a  binational  marketing  program 
with  Mexico,  we  can  provide  more  options  than 
ever.  And  there's  no  charge. 

So  when  you  want  to  make  the  connec- 
tions to  grow  your  business  in  San  Diego 
County,  they're  all  available  at  one 
convenient  number,  888-886-TEAM. 


San  Diego  Regional  Economic  Development  Corporation 

888-886-TEAM  •  www.sdedc.com 


SnN  DIEGO 
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(  arlsbad  •  Chula  Vista  •  Coronado  •  ("ounty  of  San  Diego  •  Del  Mar  •  El  Cajon  •  F.ncinitas  •  Escondido  •  Imperial  Beach  •  La  Mesa 
lemon  ('irove  •  National  (  ity  •  Oceanside  •  i'ort  of  San  Diego  •  Poway  •  San  Diego  •  San  Marcos  •  Santee  •  Solana  Beach  •  Vista 
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Kyocera  America,  Inc. 

Kyocera  America,  Inc.  (KAI)  designs, 
manufactures  and  markets  a  vital 
component  for  the  semiconductor 
industry  -  the  I.C.  package  that  both 
protects  the  integrated  circuit  and 
connects  it  to  the  outside  world. 

Kyocera's  latest  packages  are 
sophisticated  "microsystems"  with 
as  many  as  20  layers  of  internal  cir- 
cuitry. They're  found  in  the  world's 
leading  products,  from  computers  to 
commercial  airliners  to  implantable 
medical  devices. 

Today.  KAI's  San  Diego  Plant  is 
the  world's  largest  manufacturer  of 
metallized  ceramic  packages  used  in 
the  booming  telecommunications 
industry. 

KAI  is  a  unit  of  Kyocera  Corporation 
of  Kyoto,  Japan,  the  $5.7  billion  high- 
tech  giant  listed  on  the  NYSE  and 
recently  named  one  of  the  100  Best 
Managed  Companies  in  the  World. 

KAI  has  brought  Kyocera's  unique 
management  style  to  its  1,020  U.S. 
employees. 

Employees  work  in  a  relaxed  set- 
ting where  open  communication  is 
encouraged  and  managers  maintain 
their  own  P&L's  to  encourage  innova- 
tion and  accountability. 

Now  undergoing  a  major  expansion 
to  prepare  for  a  new  generation  of 
I.C.  packages,  KAI  is  actively  recruit- 
ing design  engineers,  process  engi- 
neers and  sales  engineers  who  want 
to  work  in  the  exciting  world  of  chip 
packaging  technology. 


C^  Ky  DEERa 


"Companies  in  Sun  Diego  are  growing 
rapidly  and  everywhere  you  look  a  new 
building  for  a  high  rech  company  is  going 
up,"  says  Michael  Clrcgson.  a  project 
manager  for  Applied  Digiral  Access.  "And 
if  an  opportunity  at  one  company  doesnt 
work  out,  there  are  plenty  of  other  high- 
tech  jobs  —  some  within  walking  dis- 
tance of  your  current  company." 

The  demand  for  engineers  is  so  great 
that  a  recent  survey  of  San  Diego  tech- 
nology companies  by  UCSD  CON- 
NECT revealed  a  need  for  more  than 
2,500  engineers.  The  San  Diego  Tech 
Force,  a  coalition  of  small  and  large  high- 
tech  firms,  has  launched  a  nationwide 
campaign  to  persuade  more  of  these  key 
employees  to  move  to  San  Diego. 

"There  is  a  terrific  opportunity  for 
engineers  and  other  technical  people  to 
come  to  San  Diego  and  enjoy  an  unpar- 
alleled quality  of  life  and  myriad  career 
opportunities,"  says  Julie  Meier  Wright, 
president  and  CEO  of  the  San  Diego 

Flower  fields  at  Carisbad  Ranch. 


Regional  Economic  Development 
Corporation  (EDC). 

High-Tech  Haven 

San  Diego's  emergence  as  a  high-tech 
power  after  the  deep  recession  of  the 
early  1990s  seems  to  have  happened 
overnight.  But  that  was  not  really  the 
case.  Years  ago,  business  leaders  and  ui| 
versities  began  laying  the  foundation  fl 
San  Diego's  future  prosperity.  Cutting! 
edge  research  at  the  University  of 
California  San  Diego  led  to  break- 
throughs that  began  to  spawn  comme^ 
cial  high-tech  and  biotech  ventures, 
many  of  them  clustered  near  the  cam- 
pus. Other  high-tech  companies  adaptj 
the  technologies  developed  by  defense 
contractors  into  civilian  uses. 

With  trade  and  manufacturing  shiftirj 
to  the  Pacific  Rim,  San  Diego  became 
much  more  than  a  harbor  for  Navy  ship | 
More  than  two  decades  ago,  Asian  high- 
tech  companies  started  investing  in  San 
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"laiBiego.  Both  Kyocera  and  Sony,  for  exam- 
|e,  are  celebrating  25  years  in  San  Diego, 
ey  were  the  first  and  second  Japanese 
mpanies,  respectively,  to  estabhsh  man- 
acturing  operations  in  the  U.S. 
Over  the  last  decade,  the  maquiladora 
dustry  has  grown  exponentially,  attract- 
g  hundreds  of  global  companies  to  the 
gion  with  facilities  on  both  sides  of  the 
.S. -Mexico  border.  Nearly  600 
aquiladora  plants  in  Tijuana  currently 
anufacture  consumer  electronics,  com- 
uter  peripherals  and  other  goods  for  the 
.S.  and  world  markets.  The  plants 
[outh  of  the  border  benefit  from  a  very 
ompetitive  low-cost  labor  supply,  and 
lave  access  to  advanced  business  services 
n  the  San  Diego  area.  With  the  emer- 
gence of  just-in-time  manufacturing, 
(li  :hese  companies  have  access  to  every 
:omponent  part  necessary  to  manufac- 
ure  world-class  products. 

The  success  of  the  maquiladora  con- 
cept has  made  the  binational  San 
Diego/Tijuana  region  the  world's  largest 
producer  of  television  sets  (12  million  a 
year).  Some  maquiladora  companies  — 
such  as  Sanyo  North  America  —  operate 
twin  manufacturing  plants  in  both  San 
Diego  and  Tijuana.  Many  other  multina- 
tional firms  have  followed  suit,  and  with 
the  recent  investments  from  Hitachi, 
Samsung,  JVC  and  Matsushita  the  region 
is  not  only  likely  to  lead  in  television 
production,  it  could  also  become  a  center 
for  the  next  generation  of  digital  and 
high-definition  televisions. 

Manufacturing  activities  have  spurred 
San  Diego's  exports,  which  have  grown 
increasingly  important  to  the  local  econ- 
omy during  the  past  decade.  Exports 
more  than  doubled  from  3.5%  of  gross 
regional  product  in  1987  to  8%  in  1995, 
according  to  the  Economic  Research 
Bureau.  Not  surprisingly,  Mexico  is  San 
Diego's  largest  trading  partner.  Last  year, 
San  Diego  exported  more  than  $.^  billion 
in  goods  to  Mexico,  and  the  amount  is 
expected  to  grow  as  the  North  American 
Free  Trade  Agreement  (NAFTA)  reaches 
its  ft.ill  implementation.  For  instance, 
NAFTA  requires  a  product  to  have  a 
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Pharmaceuticals,  Inc. 
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Aspirations,  research,  discovery  and 
practical  application.  Nurturing  the 
potential  of  the  human  mind  to  create 
advances  in  biotechnology  requires  an 
Extraordinary  environment. 

With  approximately  240  local  firms, 
San  Diego  is  home  to  the  third-largest 
number  of  biotechnology  and  medical 
device  companies  regionally  in  the  U.S., 
and  attracted  35%  of  all  the  biotechnol- 
ogy venture  capital  investment  nation- 
wide last  year. 

In  San  Diego,  these  companies  have 
Joined  together  in  a  regional  advocacy 
and  trade  association  called  BIOCOM. 
BIOCOM  has  vs'orked  to  establish  an 
infrastructure,  a  cooperative  environ- 
ment in  which  the  healthcare  technolo- 
gy and  bio-agriculture  industries  can 
flourish. 

The  bioscience  industry  is  providing 
the  genesis  of  innovation  that  is 
improving  the  quality  of  life  in  San 
Diego  and  around 
the  world. 
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I  San  Diego  County. 

The  Right  Climate  for  Gra 


More  than  just 

sunshine  and 

sailboats... 

From  golf  clubs 
to  telecommunications 

From  biotech 
to  high  tech 

From  agriculture 
to  aerospace 

Diverse  industries  find 

San  Diego  County's 

business  climate  ideal. 

You  will  too. 


Call  the  San  Diego  County 

Office  of 

Trade  &  Business  Development. 

(619)  531-4848 


higher  percentage  of  its  contents  origi- 
nating in  North  America  in  orcler  to 
qualify  for  free  or  reduced  tariffs.  It  gives 
Tijuana  fiictories  an  incentive  to  buy 
more  supplies  or  components  from  San 
Diego  businesses  rather  than  from  com- 
panies outside  North  America. 

In  a  thriving  environment  qf  interna- 
tional trade  and  research  breakthroughs, 
high-tech  and  bioscience  companies  have 
helped  reshape  San  Diego's  economy, 
giving  it  a  fresh  look  for  the  next  centu- 
ry Their  activities  range  from  research 
on  wonder  drugs  to  golf  clubs  made 
from  space-age  materials. 

San  Diego  has  emerged,  for  instance. 


as  a  mecca  for  bioscience.  About  250 
bioscience  companies  employing  23,000 
workers  are  operating  in  the  region.  The 
industry  has  grown  so  large  that  it  has  its 
own  organization,  the  San  Diego 
Biocommerce  Association  (Biocom)  that 
gives  the  biotech  industry  a  collective 
voice  on  the  policies  and  issues  affecting 
it.  Biotechnology  and  pharmaceuticals, 
with  15,100  workers,  is  the  largest  bio- 
science employer.  Another  7,500  work  in 
biomedical  products  companies.  Among 
the  leading  bioscience  companies  are 
Advanced  Tissue  Sciences,  Agouron 
Pharmaceuticals,  Alliance  Pharmaceutical 
Corp.,  Chugai  Biopharmaceuticals, 
I  DEC  Pharmaceuticals  Corp.,  Ligand 


Pharmaceuticals,  Safeskin  Corp.  and 
Trega  Biosciences. 

The  communications  industry  has 
emerged  as  San  Diego's  brightest  star 
with  revolutionary  technologies  just  hi 
ting  the  market.  A  rich  history  in 
telecommunications  technology  has  ge 
erated  the  county's  large  concentrationl 
communications  companies.  These 
companies  employ  more  than  19,000 
people,  a  65%  increase  since  last  year, 
with  no  letup  in  sight.  Industry  giant 
QUALCOMM  alone  employs  more 
than  8,000  people.  Other  companies  ii! 
the  field  include  Applied  Digital  Acces 
Denso,  Kokusai  and  NextLevel. 

The  region's  electron-] 
ics  companies  representi 
$7.75  billion  industry 
that  employs  more  thj 
32,579  people,  includir| 
14,600  workers  manu- 
facturing computers  ami 
peripherals,  9,700  mak-l 
ing  electronic  compo- 
nents and  8,100  manu-  ] 
facturing  electronics 
equipment.  Among  the 
companies  doing  busi- 
ness in  the  region  are 
Kyocera,  Composite 
Optics,  Hewlett-Packardl 
Pulse,  Rockwell 
Semiconductor  Systems 
and  XLNT  Designs. 
Some  of  these  companies  stretch  the 
conventional  definition  of  electronics  to 
develop  new  convergence  technologies 
that  link  computing,  communications 
and  consumer  electronics  products.  Both] 
large  and  small  companies  like  Sony  and 
Doctor  Design  are  putting  San  Diego  on  I 
the  map  as  the  development  center  for 
future  entertainment  devices.  Sony,  for 
instance,  recently  opened  a  275,000- 
square-foot  design  center  that  will  devel- 
op the  next  generation  of  Sony  technolo- 
gy and  products.  Doctor  Design  devel- 
ops leading-edge  consumer  electronics 
products  by  creatively  combining  PC, 
TV  and  communications  technologies. 
One  application  of  its  technology  will 
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Or.  Irwin  M.  Jacobs 
Chairman  and  Chief 
Executive  Officer 
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™ff  por  many  Americans,  \\r\e  name 

UALCOMM  may  not  ring  a  bell — at 
east  not  yet.  But  for  the  average  San 
DIegan,  it's  a  household  word.  With 

m  jover  8,500  employees,  25  San  Diego 
offices  and  manufacturing  facilities 
Sand  now,  a  stadium  bearing  its  name, 
the  Company  has  built  a 

iii| powerful  and  positive 
presence  in  its  home- 

aJtown.  The  QUALCOMM 

i' brand  is  becoming 
familiar  to  national  and 
global  audiences  as  well, 
as  the  Company  rolls 
out  its  technology  world- 
wide and  launches  a 
new,  multi-million-dollar 
ad  campaign. 

How  did  this  little  entre- 
preneurial think  tank  grow 
to  become  a  world-class 
manufacturer?  In  a  word, 
"wireless."  QUALCOMM 
developed  a  breakthrough 
digital  technology  called 
Code  Division  Multiple 
Access  (CDMA)  that's  now  bringing 
greater  quality  and  capacity  to  cellular 
systems.  Personal  Communications  Ser- 
vices (PCS)  and  other  wireless  networks. 

CDMA 

The  CDMA  story  began  in  1989  when 
the  cellular  industry  recognized  that 
it  was  outgrowing  itself,  adding  more 
new  subscribers  than  its  analog 
systems  could  ultimately  support. 
Many  U.S.  carriers  looked  to  a  technol- 
ogy known  as  Time  Division  Multiple 


Access  (TDMA)  as  an  interim  improve- 
ment, but  soon  found  that  it  failed 
to  provide  the  sound  quality  and 
capacity  improvements  to  support 
long-term  growth. 

It  was  then  that  QUALCOMM  pro- 
posed a  digital  cellular  system  based 
on  CDMA.    Field  trials  proved  that  the 
technology  provided  much  greater 
capacity  and  voice  quality  than  other 
wireless  tech- 
niques, and  in 
1993.  CDMA 
was  adopted 
as  an  industry 
standard. 
Since  then, 
QUALCOMM 
has  designed 


builds  its  CDMA  technology  into  other 
types  of  wireless  systems.  The 
Company's  OmniTRACS®  satellite  com- 
munications system  provides  a  highly 
reliable  messaging  link  between  com- 
mercial truckers  and  their  headquar- 
ters. Late  next  year,  the  Globalstar" 
mobile  satellite  system  will  begin 
providing  worldwide  voice  and  data 
services  using  phones  and  network 
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COMM  engineers  confer  on  an 
pii^egrated  circuit  design.  The  con||tany 
supplies  chips  for  a  wide  range  offl 
wireless  communications  systems. 
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provides 
ptional  voice 
[uality  and  a 
variety  of  advanced 
features  for 
cellular  and  PCS 
subscribers. 


the  technology  into  chip  sets,  licensed 
it  to  over  50  other  world-class  telecom- 
munications manufacturers,  built 
CDMA  phones  and  network  equipment 
and  deployed  CDMA  systems  in  many 
countries.  Newly  launched  CDMA  net- 
works now  serve  over  four  million  sub- 
scribers worldwide,  and  that  number  is 
expected  to  multiply  rapidly. 

Building  the  Wireless  World 

In  addition  to  manufacturing  products 
for  cellular  and  PCS  systems,  QUALCOMM 


equipment  developed  and  built  by 
QUALCOMM.  The  Company  has  also 
ported  its  popular  Eudora*  e-mail  soft- 
ware to  certain  wireless  platforms. 

Great  Products, 
Great  People 

While  QUALCOMM  is  just  starting  to 
become  known  for  its  exceptional  prod- 
ucts, it  has  always  been  recognized  as 
an  organization  comprised  of  highly 
motivated  and  talented  technical  and 
professional  people. 

"This  is  a  place  where  people  come 
to  turn  their  dreams  of  a  wireless 
world  into  reality,"  explains  Dan 
Sullivan,  QUALCOMM's  senior  vice 
president  of  Human  Resources. 
"Whether  they're  in  engineehng,  manu- 
factunng  or  business  disciplines,  the 
people  of  QUALCOMM  share  a  friendly, 
results-oriented  attitude  and  a  commit- 
ment to  improving  the  quality  of  life  for 
customers  around  the  world." 

QUALCOAAM 
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Douglas  E.  Olson 

Senior  Partner 


Lyon  &  Lyon  llp 

Lyon  &  Lyon  llp,  founded  in  1901, 
is  one  of  the  largest  and  preeminent 
intellectual  property  law  firms  in  the 
U.S.  The  firm  opened  its  San  Diego 
office  in  1989  with  two  attorneys, 
and  has  grown  to  become  San 
Diego's  largest  IP  law  practice. 
The  San  Diego  office  currently  has 
over  45  practitioners  holding  scientific 
and/or  engineering  degrees  in 
biotechnology,  electronics,  semi- 
conductors, communications, 
mechanical  and  aerospace  engineer- 
ing and  computer-related  arts,  who 
are  committed  to  serving  San 
Diego's  technology  community. 

Lyon  &  Lyon  llp  protects  IP  inter- 
ests worldwide,  and  has  noted  exper- 
tise in  preparing  high-technology 
patent  applications;  litigating  complex 
patent,  antitrust,  copyright,  trademark 
and  trade  secret  matters;  and  negoti- 
ating IP  licenses.  We  conduct  com- 
prehensive management  programs  to 
develop  IP  portfolios,  implement  glob- 
al strategies,  conduct  IP  audits  and 
prevent  trade  secret  misappropriation. 

Lyon  &  Lyon  llp  maintains  offices 
in  San  Diego,  Los  Angeles,  Costa 
Mesa  and  San  Jose,  California,  and 
in  White  Plains,  New  York.   For  more 
information,  please  contact  Lyon  & 
Lyon  at  (619)  552-8400. 
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enable  computer  users  to  access  televi- 
sion through  their  PCs. 

Nor  has  San  Diego  been  left  behind  by 
soft^vare  companies.  During  the  past  five 
years,  the  industry  has  increased  45%, 
providing  more  tKan  1 1 ,000  jobs  in  500 
firms  doing  business  in  San  Diego 
County.  The  companies  include  Science 
Applications  International  Corp.  (SAIC), 
Intuit  and  Stellcom  Technologies.  The 
San  Diego  Software  Industry  Council 
works  to  promote  the  interests  of  soft- 
ware companies. 

Perhaps  inspired  by  the  area's  great 
golfing,  San  Diego  companies  produc- 
ing high-tech 
recreational 
goods  have  made 
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their  mark  on 
the  industry.  San 
Diego  County's 
golf  club  manu- 
facturers are 
known  for  using 
advanced  materi- 
als to  develop  and  manufacture 
highly  sophisticated  golf  clubs. 
Callaway  Golf  (maker  of  the 
Big  Bertha  club),  Taylor  Made 
and  Cobra,  among  others,  are 
leaders  in  the  industry.  San 
Diego's  manufacturers  of  recre- 
ational goods  employ  more 
than  6,000  people,  twice  as 
many  as  in  1991. 

All  of  these  high-tech  indus- 
tries have  created  business 
opportunities  for  specialized  services, 
including  financial,  public  relations  and 
legal.  One  example  is  the  law  firm  Lyon 
&  Lyon,  which  specializes  in  providing 
patent  protection  and  intellectual  prop- 
erty protection  to  start-up,  emerging  and 
well-established  companies. 

Back  to  the  Basics 

Although  pioneering  industries  are  tak- 
ing the  lead  in  rebuilding  San  Diego's 
economy,  the  region  by  no  means  is 
shedding  its  traditional  manufacturing 
activity.  The  $17  billion-a-year  manufac- 
turing sector,  which  employs  120,000 
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people,  still  includes  such  stalwarts 
shipbuilding  and  aerospace. 

Despite  downsizing  and  base  closutj 
the  defense  industry  remains  a  major 
nomic  force  in  San  Diego  and  annual! 
contributes  $9.6  billion  to  the  region.! 
The  Navy  has  designated  San  Diego 
"megaport, "  meaning  more  active  durj 
personnel  will  be  assigned  to  the  regie 
in  the  coming  years.  At  present,  the  irj 
tary  and  civilian  payroll  is  $3.6  billior 
year.  Another  $2.8  billion  comes  to  Sa 
Diego  through  Department  of  Defens 
procurement  contracts. 

Recently,  the  U.S.  Space  &  Naval 
Warfare  Systems  Command 
(SPAWAR)  relocated  from  Virgi^ 
to  San  Diego,  bringing  500 
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Lefjt;  Spanish-Moorish  architecture  in  Balboa 
Park.  Right:  Celebrating  25  years  in  San  Diegoj 
Kyocera  was  the  first  Japanese  company  to 
establish  manufacturing  operations  in  the  U.S. 


employees.  SPAWAR  issues  more  than  $1 
billion  in  private  sector  contracts  annualtl 
and  encourages  its  contractors  to  have  a 
presence  in  San  Diego.  The  move  is 
another  boost  for  the  region's  defense  ele<j 
tronics,  communications  and  software 
companies. 

Picture-postcard-beautifiil  San  Diego 
was  —  and  continues  to  be  —  a  leading 
travel  destination  and  has  seen  its  visitor 
industry  soar.  Tourism  contributed  $4  bil| 
lion  to  the  region's  economy  last  year,  a 
6.6%  increase  over  1995,  and  it  employa| 
123,800  people,  according  to  the  San 
Diego  Convention  and  Visitors  Bureau. 
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e  downtown  convention  center,  a  spec- 
ular waterfront  landmark  that  hosted 
Republican  National  Convention  last 
■,  is  slated  for  an  expansion  that  will 
uble  the  size  of  its  main  exhibit  hall. 
urism  in  the  northern  part  of  the  coun- 
is  expected  to  get  a  boost  when  the 
^oland  Family  Park,  the  first  in  North 
merica,  opens  in  Carlsbad  in  1999. 
The  recession  in  the  early  '90s  took 
s  toll  on  San  Diego's  hotels,  but  the 
icture  has  improved  dramatically. 
"  )evelopers,  slowed  by  the  recession  for 
few  years,  have  dusted  off  their  blue- 
rints  for  new  hotels  along  the  down- 
wn  waterfront.  Existing  properties  are 
arting  to  gain  value,  as  illustrated  by  a 
egadeal  in  Coronado  that  drew  gasps 


points.  Weathered  bluffs  and  70  miles  of 
beaches  line  San  Diego's  coast.  In  the  back 
country  a  short  distance  away,  there  are 
boulder-strewn  foothills,  pine-covered 
mountains  and  the  Anza-Borrego  Desert, 
as  barren  as  Mars  in  some  parts,  yet 
ablaze  with  wildflowers  and  cactus  blos- 
soms in  the  spring. 

Says  Bryan  Hafner,  an  engineer  recent- 
ly recruited  to  GDE  Systems  Inc.  in  San 
Diego,  "Everyone  is  friendly  here,  and 
after  spending  too  many  long,  cold  mis- 
erable New  York  winters  trying  to  stay 
warm,  it  is  refreshing  to  enjoy  the  sun, 
beach  and  ocean  anytime.  If  I  get  home- 
sick for  the  snow,  the  mountains  are  only 
a  short  drive  away." 

Nature's  wonders  may  be  readily  acces- 


A  city  landmark,  the  San  Diego  Convention  Center  is  a 
760,000-square-foot  facility  overlooking  San  Diego  Bay. 
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from  visitor  industry  insiders.  Lowe 
Enterprises  Investment  Management 
announced  in  August  that  it  had  pur- 
chased the  Hotel  Del  Coronado  from 
Travelers  Group  for  a  record  $330  mil- 
lion. Robert  Lowe,  chairman  and  chief 
executive  of  the  purchasing  company, 
describes  the  beachfront  hotel,  visited  by 
presidents  and  movie  stars  for  more  than 
a  century,  as  a  "magnificent  treasure." 

The  Good  Life 

An  exceptional  lifestyle  draws  many  to 
San  Diego,  and  the  region's  natural 
beauty  is  one  of  its  most  striking  selling 


sible,  but  San  Diego  is  no  less  an  urban 
metropolis. 

The  city  of  San  Diego,  with  1.2  mil- 
lion residents,  is  the  sixth  largest  in  the 
country  and  the  most  populous  of  the 
18  incorporated  municipalities  in  San 
Diego  County.  It  has  an  abundance  of 
big-city  amenities:  a  cosmopolitan  down- 
town next  to  the  bay,  Balboa  Park,  the 
San  Diego  Zoo,  the  San  Diego  Wild 
Animal  Park,  nationally  acclaimed  opera 
and  theaters,  the  Padres  baseball  team 
and  the  National  Football  League's  San 
Diego  Chargers,  among  others. 

Described  by  Holiday  magazine  as 


Susan  Goiding 

Mayor 


City  off  San  Diego 

San  Diego  has  long  been  known  for 
its  remarkable  natural  beauty.  Today, 
we  are  equally  comfortable  being 
known  as  a  leading  center  of  indus- 
try, research  and  learning.   Over  the 
last  five  years,  we  have  worked  very 
hard  to  turn  San  Diego  into  one  of 
the  most  competitive  and  business- 
friendly  regions  in  the  world. 

A  robust  economy,  substantial 
local  government  reforms  and  the 
ingenuity  and  entrepreneurship  of 
our  people  have  made  San  Diego's 
economic  potential  the  greatest  it 
has  ever  been. 

I  am  pleased  to  introduce  you  to 
the  San  Diego  of  the  21st  century  — 
a  City  which  has  successfully  bridged 
important  quality-of-life  issues  with  a 
booming  and  resourceful  economy. 
It  is  a  place  that  I  am  proud  to  call 
"The  First  Great  City  of  the  21st 
Century." 
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Douglas  G.  Myers 
Executive  Director 


Zoological  Society 
off  San  Diego 

Founded  in  1918,  the  Zoological 
Society  of  San  Diego  has  brought 
the  earth's  rarest  collection  of  plant 
and  animal  life  together  with  millions 
of  visitors  from  around  the  world. 

Each  year,  more  than  5  million  peo- 
ple visit  the  World-Famous  San  Diego 
Zoo  and  the  San  Diego  Wild  Animal 
Park.   This  makes  the  Zoological 
Society  not  only  a  vital  part  of  the 
Southern  California  touhsm  industry, 
but  also  a  major  player  in  the  city's 
economic  present  and  future. 

The  Zoological  Society  is  one  of 
the  San  Diego  area's  largest  employ- 
ers, with  2,300  employees  during 
peak  season.   And  in  the  last  ten 
years,  the  Zoological  Society  has 
invested  more  than  $750  million  in 
the  community. 

However,  through  international 
research,  education  and  organiza- 
tions like  the  Center  for  the 
Reproduction  of  Endangered  Species 
(CRES),  our  greatest  contribution 
continues  to  be  the  preservation  of 
the  planet's  endangered  species. 

For  more  information,  call  (619) 
231-1515. 


being  "the  only  area  in  the  United  States 
with  perfect  weather,"  the  San  Diego 
area  offers  a  variety  of  year-round  out- 
door recreation  facihties,  including  more 
than  80  golf  courses.  The  region  also  has 
30  museums  and  numerous  entertain- 
ment venues. 

San  Diego  suffers  few  of  the  typical 
urban  problems.  Crime  dropped  so  dra- 
matically during  this  decade  that 
President  Clinton  recently  recognized 
San  Diego  as  the  safest  big  city  in  the 
nation.  San  Diego  police  have  reported 
that  since  1992,  violent  crime  has  gone 
down  32.3%,  while  property  crimes 
declined  36.2%.  Juvenile  violent  and 
property  crimes  are  also  down.  San 
Diegans  consider  their  downtown  safe, 
and  thousands  routinely  enjoy  its 
nightlife,  particularly  in  the  historic 
Gaslamp  Quarter,  a  lively  venue  for  San 
Diego's  balmy  evenings. 

On  the  Move 

San  Diego  County  has  an  extensive,  rela- 
tively uncongested  network  of  freeways 
and  roads.  Highways  connect  towns  and 
neighborhoods  from  the  Mexican  border 
to  Riverside  Counry  and  the  U.S. 
Marines'  Camp  Pendleton,  which  serves  as 
an  undeveloped  coastal  buffer  between 
San  Diego  and  the  heavily  populated  area.s 
of  Orange  and  I.os  Angeles  Counties. 

San  Diegans  move  around  with  ease. 
Even  rush  hour  is  not  as  time-consuming 
and  stressful  as  in  many  other  cities.  San 
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Diego's  average  commute  time  is  24.2 
minutes,  the  fifth  best  among  the  20 
largest  metropolitan  cities  in  the  nation 
according  to  the  San  Diego  Regional 
Economic  Development  Corp. 

Commuters,  shoppers  and  tourists 
travel  throughout  the  counry  on  a  mod 
ern  public  transit  system.  The  Coaster,  a 
commuter  train  serving  North  County, 
operates  between  Oceanside  and  down- 
town San  Diego.  The  San  Diego  Trolley.^ 
operated  by  the  Metropolitan  Transit 
Development  Board,  connects  the  South 
Bay,  East  County  and  Mission  Valley  to 
downtown  San  Diego. 

The  airport  in  San  Diego  is  one  of  the    PPOf 
few  in  the  countty  with  a  convenient 
downtown  location,  and  a  major 
upgrade  will  help  Lindbergh  Field  han- 
dle the  steady  increase  in  air  traffic.  The 
San  Diego  Unified  Port  District,  which 
operates  the  airport,  is  spending  $238.5 
million  to  expand  Lindbergh.  A  new 
eight-gate  concourse  is  due  to  open  in 
early  1998. 
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Housing  for  Every  Lifestyle 

San  Diegos  housing  is  plentiful  and 
diverse,  ranging  from  million-dollar 
estates  to  condominiums  selling  for  less 
than  $60,000.  There  are  neighborhoods 
to  suit  all  tastes  and  incomes  —  family- 
oriented  subdivisions  in  the  suburbs, 
beach  towns,  back-countty  villages  with 
an  Old  West  flavor,  small  inl?nd  cities 
and  a  lively  downtown  residential  district 


1 


even 
iiilin 

ii5tei 

roi 

t      i 

iX' 

Hi 

hx 

S 


"s 

"0 


.,  t#-^:'^i^^%: 


f    < 


The  San  Diego  Convention  & 
'isitors  Bureau  and  the  Port  of 
Jan  Diego,  home  to  nnany  water- 
l^ront  businesses,  invite  you  to 
iiscover  our  region. 

Blessed  v^ith  perfect  weather 
[and  postcard  scenery,  San  Diego 
offers  both  the  amenities  and  pro- 
fessionalism that  make  us  one  of 
the  world's  top  meeting  and 
convention  destinations. 

Our  state-of-the-art  waterfront 
convention  center  and  a  variety  of 
ihotel  and  meeting  facilities  help 
{put  pleasure  back  into  business. 


In  addition,  San  Diego  boasts 
fast-growing  biomedical,  high-tech 
and  telecommunications  industries, 
as  well  as  first-class  academic  and 
research  institutions. 

Visitors  find  us  a  refreshing 
opportunity  to  explore  many 
worlds  in  one  seaside  setting. 
Seventy  miles  of  pristine  beaches. 
Sailing,  fishing,  scuba  diving  and 
waterskiing.  World-class  golf 
courses.  The  wonders  of  Sea  World 
and  the  World-Famous  San  Diego 
Zoo®.  A  cornucopia  of  museums, 
theater,  flora  and  fauna,  plus  nearby 
Mexico,  spectacular  shopping  and 
gourmet  dining  make  San  Diego  a 
required  destination. 

So  call  619-232-3101  or  visit  our 
web  site  at  www.sandiego.org  for 
more  information. 
Because  coming 
here  is  easy 
It's  going 
home 
that's  hard. 


with  sleek  condominiums  and  live-work 
lofts  in  restored  historic  buildings. 

More  than  200  new  subdivisions  are 
being  marketed  through  the  county, 
with  single-family  homes  selling  for  as 
low  as  $129,000.  In  the  first  quarter  of 
this  year,  the  median  price  of  a  house  in 
the  city  of  San  Diego  was  $155,000, 
according  to  the  California  Association 
of  Realtors,  and  far  more  affordable  than 
in  other  high-tech  centers. 

Class-A  Education 

Quality  education  is  a  high  priority  in  San 
Diego  County,  where  29.8%  of  the  labor 
force  hold  a  college  degree,  more  than  any 
other  large  metropolitan  area  in  the 
nation.  According  to  U.S.  census  statistics, 
82%  of  the  region's  population  finish  high 
school,  compared  with  75%  nationally. 

San  Diego's  fine  higher-education 
system  —  annually  graduating  12,000 
students  —  has  played  a  major  role  in 
preparing  a  well-trained  labor  force  and 
providing  continuing  education  oppor- 
tunities for  employees.  Just  as  important, 
university  research  is  a  key  catalyst  in  the 
creation  of  pioneering  high-tech  and 
biotech  companies. 

There  are  175,000  students  enrolled 
full-  and  part-time  in  San  Diego's  six 
universities,  including  the  University  of 
California  San  Diego  (UCSD),  San 
Diego  State  University 
(SDSU),  California 
State  University  at 
San  Marcos  (CSSM), 
University  of  San 
Diego  (USD),  Point 
Loma  Nazarene 
College,  United  States 
International  univer- 
sity and  nine  commu- 
nity colleges.  Most 
offer  programs  — 
ranging  from  certifi- 
cate programs  to 
advanced  degrees  — 
adapted  to  the  educa- 
tional needs  of  techni- 
cal workers. 

UCSD  is  among 


Kyung-Pal  Park 

President  and  Chief  Executive  Officer 

Samsung  Tijuana  Park 

Samsung  Tijuana  Park  marks  the 
bold  expansion  of  Samsung's  con- 
sumer electronics  manufacturing 
efforts,  positioning  us  to  take  advan- 
tage of  San  Diego's  high-growth,  glob- 
ally competitive  business  climate. 

Constructed  In  1994  in  Baja, 
Mexico's  El  Florido  industrial  park, 
Tijuana  Park  manufactures  televi- 
sions, monitors  and  microwave 
ovens.   Total  sales  exceeded  $840 
million  in  1997,  and  we  are  targeting 
sales  of  $2  billion  by  2000.   Afford- 
able labor,  proximity  to  the  U.S.  and 
NAFTA  reforms  have  contributed  to 
our  success. 

Samsung  Tijuana  Park  has  solidi- 
fied our  position  as  a  globally  suc- 
cessful, yet  local,  manufacturing  force. 


Tijuana  Park 


the  top  1 0  schools  in  the  country  for 
research  funding  and  program  quality. 
The  university,  along  with  world-class 
research  institutions,  including  the  Salk 
Institute,  the  Scripps  Research  Institute 
and  the  Burnham  Institute,  are  credited 
with  helping  launch 
the  bioscience  boom  in 
San  Diego.  UCSD  also 
houses  CONNECT,  a 
center  for  technologi- 
cal entrepreneurship. 

In  an  effbrt  to  assist 
the  burgeoning  com- 
munications industry, 
the  newly  created 
Center  for  Wireless 
Communications  at 
UCSD  and  the 
International  Center 
for  Communications 
at  SDSU  are  partner- 
ing with  local  compa- 
nies to  develop  new 
technologies  and  train 
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San  Diego  Tech  Force 

As  a  result  of  San  Diego's  rapidly 
expanding  high-tech  industry,  our  San 
Diego  Tech  Force  is  here  to  publicize 
the  wide  range  of  career  opportuni- 
ties that  exist  for  talented  applicants 
in  America's  Finest  City.   To  learn 
more  about  us  and  other  San  Diego 
high-tech  companies,  visit  our  Web 
page  at  www.sandiego-hightech.com. 
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Science  Applkations 
brtemational  Corporation 


graduates  with  state-of-the-art-skills. 

The  San  Diego  Supercomputer  Center 
(SDSC),  one  of  only  two  national  part- 
nerships for  computational  science  and 
engineering,  is  dedicated  to  advancing 
scientific  research  in  the  key  areas  of 
molecular  science,  chemistry  and  envi- 
ronmental science,  as  well  as  high- 
performance  computing,  networking  and 
interaction  technologies.  SDSC's  research 
mirrors  the  emerging  industries  of  bio- 
science,  computers,  communications  and 
software  within  the  San  Diego  economy. 

A  Healthy  Medical  System 

San  Diego  has  a  health  care  system  that 
ranks  among  the  best  in  the  country.  A 
report  by  Northwestern  National 
Life  places  San  Diego  among  the 
top  three  cities  in  the  U.S.  for  the 
quality  and  costs  of  its  health 
care.  The  report  further  states  that 
San  Diego  has  above-average 
access  to  health  care  and  high 
enrollment  in  managed-care 
programs. 

With  26  accredited  hospitals 
supplying  6,618  beds,  the  health 
care  system  in  San  Diego  is  exten- 
sive. Six  of  the  hospitals  offer 
American  Medical  Association 
residency  programs.  All  told,  there  I 
are  1,119  general  practitioners, 
1 ,480  medical  specialists  and 
1,235  surgical  specialists  available  to  pro- 
vide every  type  of  medical  service 
required. 

A  Public-Private  Partnership 

San  Diego's  elected  officials  and  econom- 
ic leaders  have  done  their  share  to  nur- 
ture businesses,  particularly  the  emerging 
high-tech  and  biotech  firms. 

"When  I  was  elected  mayor,  I  promised 
to  make  San  Diego  the  most  business- 
friendly  city  in  America,"  says  San  Diego 
Mayor  Susan  Golding.  "Our  City 
Council  cut  red  tape  and  reduced  taxes. 
Now  we  are  beginning  to  see  the  benefits 
of  those  reforms.  San  Diego  is  beginning 
to  realize  its  enormous  potential." 

Among  other  policies,  San  Diego 


adopted  the  lowest  business  tax  rate  0] 
any  major  city  in  the  country.  Busine 
with  1 2  or  fewer  employees  pay  a  flat  1 
rate  of  $34.  County  government  also 
tiated  pro-business  programs,  includit 
early  assistance  for  companies,  an 
ombudsperson  through  the  Office  of 
Trade  and  Business  Development,  final 
cial  incentives  and  a  permit  expediting 
process.  These  policy  changes  illustrattl 
how  local  policy  makers  are  addressing 
the  issues  voiced  by  its  businesses, 
according  to  the  San  Diego  Regional 
Economic  Development  Corporation. 
The  EDC,  a  public-private  partnershif  J 
has  taken  a  leadership  role  in  advocatirj 
policy  reforms  to  improve  San  Diego's 


business  climate  that  will  facilitate  job 
creation  in  the  region.  The  pro-business 
public  policies  and  generally  favorable 
economic  conditions  have  not  gone 
unnoticed.  California  Business  magazine 

—  which  compared  California  cities  on 
the  basis  of  business  tax  rates,  office  leaS' 
rates,  housing  prices  and  commute  time; 

—  named  San  Diego  as  the  best  big  city 
for  business. 

San  Diego  is  the  only  place  in  the  U.S 
where  a  company  can  locate  in  an 
Enterprise  Zone,  Foreign  Trade  Zone 
and  P.ecycling  Market  Development 
Zone  all  at  the  same  time.  By  locating 
within  these  three  overlapping  zones, 
companies  can  receive  significant  tax 
benefits,  have  duties  on  imported 
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mere  are  over  365  software  compa- 
nies in  San  Diego,  California.   Tliat's 
little-known  fact  about  our  well- 
\i\re6  city.   But  it's  easy  to  remem- 
jer  if  you  just  tliink,  "one  software 
company  for  eacli  day  of  great 
\ieaVr\er." 

From  start-up  firms,  to  world-class 
peaders  that  are  number  one  in  their 
Icategory,  San  Diego  has  them  all. 
[Whether  you  are  an  investor,  an 
[entrepreneur  or  a  software  engineer, 
Isan  Diego  has  something  for  you  to 
I  consider. 

Software  has  become  one  of  San 
[Diego's  core  technology  groups.   We 
have  the  talent  to  start  new  busi- 
nesses and  grow  existing  ones.   We 
have  the  support  services  to  nurture 
growing  software  ventures,  and  when 
they  are  ready,  to  take  them  public. 
In  short,  we  have  critical  mass. 

To  learn  more,  visit  the  San  Diego 
Software  Industry  Council  on-line  at 
http://www.sdsic.org.    It's  your  gate- 
way to  our  city's  high-technology  soft- 
ware network. 


This  ad  sponsored  by: 


1-for-All 


MARKETING.  INC. 


1-for-AII  Marketing,  Inc. 
http://www.  1-for-AII.  com 


C^ 


Intuit 


Intuit 
http://www.intuitcom 


tellcom 

Technologies 

Stellcom  Technologies,  Inc. 
http://www.  stellcom.com 


components  deferred  or  even  eliminated 
and  receive  reduced  utility  rates. 

Besides  local  government  efforts, 
California's  Governor  Pete  Wilson,  him- 
self a  San  Diegan,  sponsored  state  mea- 
sures to  encourage  industrial  develop- 
ment. The  state  reduced  the  corporate 
tax  rate  by  5%  and  enacted  a  manufac- 
turing investment  tax  credit  of  6%  for 
the  purchase  of  certain  manufacturing 
equipment.  It  also  expanded  research  and 
development  tax  credits  for  both  compa- 
ny and  university  research  to  enhance  the 
state's  competitiveness. 

The  combined  pro-business  efforts  of 
San  Diego's  cities,  the  county,  business 
leaders  and  educators  began  to  pay  off  in 
1994.  The  region  shook  off  the  lethargy 
caused  by  a  recession  and  the  departure 
of  defense  contractors  forced  to  downsize 
in  the  post-Cold  War  era. 

"The  proliferation  of  high-technology 
firms  has  given  San  Diego  a  strong  new 
employment  base,"  says  Economic 
Development  Corporation  President 
Wright.  "These  companies  are  creating 
more  jobs  than  we  lost,  and  we  have 
transformed  ourselves  into  an  exciting 
twenty-first  century  economy." 

A  Promising  Future 

Economic  experts  predict  that  San 
Diego's  economy  and  its  labor  market 
will  continue  to  thrive.  A  recent  study 
done  by  DRI/McGraw-Hill  put  San 
Diego  in  tlie  top  1 0  cities  for  job  cre- 
ation through  the  year  2000. 

"San  Diego  is  fortunate  that  it  has  so 
many  fast-growing  young  companies  pro- 
ducing technologies  for  the  next  century," 
says  Don  Ings,  chairman  of  the  San  Diego 
Regional  Economic  Development  Corp. 
and  president  of  Solar  Turbines.  "They 
have  given  this  region  a  strong  foothold  in 
the  future.  San  Diego  is  a  marvelous  city 
right  now,  but  given  the  diversity  and 
strength  of  the  economy,  it  s  clear  that  San 
Diego's  best  years  are  still  ahead. "  H 

Lynne  Carrier  is  a  freelance  writer  who 
lives  in  Coronado,  Calif.,  with  her  daugh- 
ters, Sarah  and  Nicole. 
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Haligowski 
President  and 
Chief  Executive  Officer 


ITLA  Capital  Corporation 

Where  the  Action  Is 

ITLA  Capital  Corporation  is  one  of 
the  "newest"  old  companies  in 
Southern  California;  formed  in  late 
1996  in  La  Jolla,  Calif,  as  a  holding 
company  for  the  24-year-old  Imperial 
Thrift  &  Loan  Association. 

With  more  than  $850  million  in 
assets,  ITLA  Capital  paces  the  San 
Diego  financial  market.  And  under 
the  leadership  of  president  and  CEO 
George  Haligowski,  the  NASDAQ- 
listed  company  is  still  expanding, 
with  ITLA  Funding  and  ITLA  Real 
Estate  Capital  Markets  Group  now 
under  the  corporate  umbrella. 

Earnings  for  ITLA  Capital  have 
been  crisp,  with  record  profits  for 
eight  consecutive  quarters.    Key  to 
this  growth  is  the  performance  of 
Imperial  Thrift,  one  of  California's 
highest  rated  thrifts  for  return  on 
average  equity  and  net  interest  mar- 
gin, according  to  a  Piper  Jaffray 
Research  survey. 

By  headquartering  in  San  Diego, 
Haligowski  affirms  his  belief  in  ITLA 
Capital's  future  as  a  regional  finan- 
cial powerhouse. 

"San  Diego  has  become  the  hub  of 
new  technology,"  states  Haligowski. 
"ITLA's  financial  and  real  estate 
products  and  services  are  aimed 
squarely  at  the  new  ways  business 
is  conducted  now  and  in  the  future." 
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California  is  famous  for  crazy  ideas. 

The  truth  is  we  treasure  them.  And  this 
innovative  California  spirit  has  changed  the 
world.  Television,  the  laser,  human  insulin,  the 
first  Internet  transmission,  the  communication 
satellite,  yes,  even  seedless  watermelon  were 
all  new  ideas  developed  in  California. 

What  has  your  state  produced  lately? 


If  innovation  is  important  to  your  com- 
pany, consider  a  move  to  California  where 
you'll  join  the  world's  7th  largest  economy 
and  access  the  highest  trained  work  force 
in  America. 

Call  us  at  800-326-2606  or  check  us 
out  on  line  at  commerce.ca.gov.  You'll  see 
it's  not  a  crazy  idea. 


CALIFORNIA 
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f  Ben  Graham  were  alive,  he  would  find  some 
nteresting  stocks  in  Tokyo's  over-the-counter  market, 
yvhere  half  the  stocks  sell  for  less  than  book  value. 

Old-fashioned 


argains 

my  Neil  Weinberg  and  Kazumi  Miyazawa 


Honda  Motor  is  a  great  company, 
and  its  stock  price  reflects  its  strengths. 
[At  $36  per  share  on  the  Tokyo  Stock 
Exchange's  first  section,  Honda  fetch- 
es nearly  20  times  earnings. 

F.C.C.  Co.  is  also  an  excellent 
Japanese  company.  It  is  the  world's 
top  motorcycle  clutch  maker  and 
pulls  in  70%  of  revenues  selling  bike 
and  car  clutches  to  Honda.  In  the 
year  through  last  March,  F.C.C. 
earned  14%  on  its  shareholders' 
equity — nothing  special  by  U.S.  stan- 
dards but  close  to  three  times  the 
average  for  Japanese  manufacturers 
and  nearly  as  good  as  its  customer 
Honda's  return. 

Yet  where  Honda  sells  at  20  times 
earnings,  F.C.C,  recently  priced  at 
$17.83  a  share,  goes  for  just  1 1  times 
earnings.  F.C.C.  is  traded  over-the- 
counter,  a  disaster  area.  While  the 
Tokyo  Stock  Exchange,  home  to  the 


big  names  in  Japanese  industry, 
bumps  along  55%  below  its  1989 
peak,  over-the-counter  stocks  have 
faUen  777o,  including  a  32%  drop  this 
year.  Early  last  montli  the  o-t-c  aver- 
age fell  below  900  yen  for  the  first 
time  in  1 1  years. 

One  reason  the  o-t-c  stocks  have 


been  hardest  hit  is  that  they  tend  to 
do  most  of  their  business  in  Japan, 
which  is  deep  in  recession.  The  big 
boys,  by  contrast,  do  a  lot  of  their 
business  overseas. 

Half  of  Japan's  827  o-t-c  compa- 
nies are  trading  below  book  value. 
That  compares  to  an  average  price -to- 
book  ratio  of  two 
times  for  the  Tokyo 
Stock  Exchange's  first 
section.  The  average 
o-t-c  stock  trades  at 
one-third  the  trailing 
earnings  multiple  of 
the  typical  Tokyo 
Stock  Exchange  stock. 
It  seems  obvious 
that  there  should 
be  some  bargains  on 
Japan's  o-t-c  market. 
Edwin  Merner  runs 
the  London-listed 
Atlantis  Japan  Growth 
Fund  and  has  a  solid 
track  record  trading 
in  Japanese  small  caps 
over  nearly  two 
decades.  He  told 
Forbes  a  vear  ago 
(June  17,  1996)  it  \\'2is 
bargain-hunting  time  on  Japan's 
o-t-c  market.  He  was  early,  but  hasn't 
changed  his  tune. 

'Tf  you're  a  Benjamin  Graham- 
type  investor,  you  can  find  some 
good  companies  trading  below  book 
value  or  for  less  than  cash  per  share," 
says  Merner.  But  he  cautions:  "I'd 


Going  cheap 


Company/business 


Sales* 
($mil) 


Recent 
price 


EPS* 


Stock  price  divided  by 

earnings         cash  flow        book  value 
per  share        per  share        per  share 


Diamond  City/shopping  center  developer 

$126 

$3.83 

FCC/car  and  motorcycle  clutch  maker 

434 

17.83 

Katsuragawa  Electric/copy  machine  maker 

115 

3.92 

Mandom/men's  personal  care  products 

274 

8.67 

MatsumotoYushi-Seiyaku/chemicals 

177 

19.00 

Meiwa  Estate/condominium  developer 

564 

13.17 

$0.36 
1.58 
0.26 
0.73 
1.12 
1.28 


10.7 
11.3 
15.2 
11.8 
16.9 
10.3 


3.1 
7.4 
8,3 

8.9 
15.3 


0.6 
1.5 
0.5 
0.8 
0.9 
1.6 


Riso  Kagaku/printing  equipment  maker 

753 

64.75 

2.59 

25.0 

15.1 

2.3 

Rock  Field/food  processing 

201 

9.00 

0.48 

18.8 

8.9 

2.2 

Shinpo/restaurant  barbecue  equipment  maker 

27 

6.17 

0.70 

8.9 

5.4 

0.9 

Tachihi  Enterprise/real  estate  developer 

50 

25.00 

1.00 

25.0 

18.3 

1.9 

Thanks  Japan/discount  retailer 

174 

7.04 

0.88 

8.0 

NA 

1.4 

THK/semiconductor  mfg  equipment  maker 

983' 

16.50 

0.64' 

25.8' 

34.9 

2.6 

"^  *Most  recent  fiscal  year.  tEstimate  for  current  fiscal  year  NA:  Not  available. 

Sources:  Forbes;  Japan  Company  Handbook;  Jardine  Fleming  Securities  (Asia)  Ltd. 


Japan's  o-t-c 
stocks  are 
taking  a  beating. 
iVIany  deserve  it. 
But  among  the 
dogs  are  some 
bargains  as  well. 
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How  to  play 

For  those  who  want  to 
take  a  flier  in  the  Jap- 
anese over-the-counter 
market,  Merrill  Lynch 
will  handle  minimum  orders  for 
1,000  shares  of  companies  in  which 
it  makes  a  market  and  100  shares  for 
some  high-priced  issues.  Charles 
Schwab  &  Co.  will  handle  minimum 


orders  of  1,000  or  2,000  shares, 
depending  on  local  listing  rules. 
On  some  thinly  traded  stocks,  it 
rec]uires  minimum  orders  of 

$10,000.  ■ 

If  you  don't  have  the  time  or 
information  for  picking  stocks,  you 
can  also  choose  among  several  open- 
and  closed-end  Japanese  small-cap 
mutual  fonds,  including  those  in  the 
attached  table.  1M 


Fund 


Assets      Maximum      Annual       Manager 
7/31/97        sales       expenses 
($mil)        charge         per 
$100 


Phone 


OFA  Japanese  Small  Company 

$178 

none 

$0.72        Multiple  managers    310-395-8005 

Fidelity  Japan  Small  Company 

128 

:     3.00% 

1.34    ;    Kenichi  Mizushita    ;  800-544-8888 

Japan  OTC  Equity 

78 

none* 

1.47        HaruoSawada          800-833-0018 

Warburg  Pincus  Japan  OTC 

75 

none 

2.00     :    Multiple  managers    800-369-2728 

*  Closed-end. 

Sources:  Morningstar,  Inc;  Upper  Analytical  Services. 

buy  slowly.  This  market  is  still  going 
down,  and  what's  a  bargain  today 
might  be  even  more  of  a  bargain 
tomorrow." 

Here's  a  stock  Ben  Graham  might 
love:  Katsuragawa  Electric  Co.  The 
$115  million  (sales)  firm  makes  spe- 
cialized photocopiers  used  by  archi- 
tects and  designers  to  crank  out  giant 
(up  to  twice  the  size  of  an  open 
newspaper)  copies.  Net  income  will 
be  flat  at  $4.3  million  in  the  year 
through  next  March,  putting  Katsu- 
ragawa's  stock  at  16  times  expected 
earnings  and  7  times  cash  flow.  The 
kicker:  The  company  trades  at  $3.92 
per  share — but  is  sitting  on  $3.80  per 
share  in  cash. 

Finding  the  Katsuragawa  Electrics 
requires  good  research.  Unlike  the 
U.S.'  technology-stock-rich  Nasdaq 
market,  Japan's  o-t-c  firms  are  mostly 
low-tech  retailers,  restaurant  chains 
and  providers  of  various  services. 
Some  are  excellent  companies;  many 
are  dogs.  They  face  the  threat  that 
deregulation  will  unleash  greater 
competition  along  with  greater 
opportunities.  In  many  cases,  finan- 
cial reporting  is  murky. 

Here's  one  you  probably  wouldn't 
want  to  own:  Sazaby  Inc.,  which  runs 
a  chain  of  tea  and  handbag  shops  and 
is  Starbucks'  Japanese  partner.  It 
went  public  Sept.  1  and  just  three 
weeks  later  cut  its  pretax  earnings 


forecast  7%.  By  the  next  day  the  stock 
had  dropped  20%  from  its  price 
shortly  before  the  announcement. 
Noriko  Takahashi,  an  analyst  with 
UBS  Securities  in  Tokyo,  shakes  her 
head.  "There's  nothing  unusual 
about  o-t-c  companies  putting  out 
financial  forecasts  that  are  goals  rather 
than  realistic  expectations,"  she  says. 

But  the  o-t-c  market  also  harbors 
outfits  like  Shinpo  Co.  The  Japanese 
love  barbeque  restaurants  where  you 
cook  meat  and  vegetables  at  your 
table,  but  they  also  hate  smoke. 
Shinpo  has  moved  into  this  market 
with  smokeless  grills  that  are  now 
installed  in  nearly  half  of  Japan's 
20,000  barbeque  restaurants. 
Shinpo's  earnings  rose  18%  in  the 
year  through  June,  to  $1.9  million  on 
sales  of  $27  miUion.  Yet  Shinpo  is 
trading  for  9  times  last  year's  earnings 
and  0.9  times  book  value.  "They're 
growing  right  along,  but  with  the 
market  the  way  it  is,  nobody  cares," 
says  Atlantis  Japan's  Merner,  who 
hasn't  yet  bought  any  Shinpo  but  is 
thinking  of  doing  so. 

Thanks  Japan  is  a  chain  of  discount 
retail  food,  cosmetics  and  electronics 
stores  on  Japan's  southern  island  of 
Kyushu.  Despite  the  recession  its  sales 
rose  25%  in  die  year  through  Febru- 
ary. The  company,  predicts  sales  will 
rise  22%,  to  $213  million,  and  profits 
11%,  to  $3  million,  in  the  current 


fiscal  year.  If  it  meets  the  foreca 
Thanks  Japan  will  probably  earn  1 
on  equity — over  five  times  the  av( 
age  for  all  of  Japanese  industry.  Wi 
the  o-t-c  market  and  retailers  both 
disfavor.  Thanks  Japan  trades  f 
eight  times  trailing  earnings. 

Former  billionaire  Hiroshi  Ten 
machi  (Forbes, /M/y  20,  1992)  is 
interesting  example  of  a  Japane 
entrepreneur  whose  company  crashi 
but  now  promises  to  rise  again  und^ 
his    son.    An    inventor,    compar 
founder  Teramachi  developed  tech] 
nology  for  precisely  positioning  sem 
conductors  on  cutting  machines.  I| 
has  proved  good  enough  to  earn  h 
firm,  THK  Co.,  60%  of  the  worf 
market  for  such  equipment. 

Teramachi  is  a  rabid  speculatoj 
who  dipped  heavily  into  THK's  coffer 
to  gamble  on  a  rebound  in  Japanesi 
equities.  Teramachi  lost,  and  th 
posted  one-time  charges  to  cover  hi; 
mistakes  that  last  year  cut  net  incomt| 
over  80%.  But  that  doesn't  mean  hi; 
company  is  no  good. 

These  days  Teramachi's  son,  Akihi 
ro,   is   running  the   $983   millionl 
(expected  fiscal  1997  sales)  firm.  UBS 
Takahashi  says  Akihiro  Teramachi  is  al 
firm    believer    in    hanmen    kyoshi\ 
roughly  translatable  as  committed  to| 
"learning  from  others'  mistakes 
Some  smart  money  thinks  THK  is  now 
a  bargain.  At  $16.50  a  share  it  is  sell 
ing  at  26  times  earnings  for  the  year 
through  next  March,  versus  an  aver- 
age of  45  times  earnings  for  precision 
equipment  makers  on  the  Tokyo 
Stock  Exchange's  first  section. 

Diamond  Cit\',  listed  on  the  Osaka 
Stock  Exchange,  is  Japan's  only  pub- 
licly listed  specialty  shopping  center 
developer.  A  member  of  the  Mitsu- 
bishi group,  it  derives  over  90%  of  its 
$126  million  in  revenues  from  highly 
stable  retail  rents.  At  $3.83  a  share, 
Diamond  Cit}'  is  trading  for  II  times 
consolidated  earnings  and  3.1  times 
cash  flow  for  the  year  through  last 
February.  Why  so  cheap.^  Replies 
Koichiro  Saito,  analyst  at  Daiwa  Insti- 
tute of  Research  in  Osaka:  "Diamond 
City  has  stable  earnings  and  long- 
term  potential,  but  these  days  people 
are  only  interested  in  selling." 

For  information  on  how  to 
play  this  market,  see  the  box  on  this 
page.  Hi 
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Uh-oh.  You  might  live  a  really  long  time! 
Advances  in  healthcare  deliver  wonderful  results. 
But  where  are  the  innovative  financial  planning  and 
products  to  help  you  enjoy  a  secure,  longer  life? 

Self  propelled 


Right  here,  at  The  Equitable.  Our  revolutionary' 
family  of  annuities  includes  unique  income  dis- 
tribution features  to  help  ensure  that  you  won' 
run  out  of  money  no  matter  how  long  you  live. 
Our  Financial  Fitness  Profile''  planning  process 
helps  clients  win  independence  at  each  of  life's 
stages.  And,  The  Equitable  is  a  member  of  the 
Global  AXA  Group,  one  of  the  world's  largest 
strongest  and  most  innovative  financial  services 
organizations  —  v-ith  over  $500  billion*  in  assets 
under  management.  To  learn  more,  call  1-800- 
590-5995  or  visit  us  at  www.equitable.com. 


EQUITABLE 


Member  of  the  Global 


The  Equitable  Life  Assurance  Society  ot  the  U.S.  NY,  NY  10104  is  a  ma|oi  c 


ompoI^i^innheAXAGrou^he  Equitable  is  solely  responsible  for  its  own  obligations.       *AsofS/30/97 


Young  Yasuhiro  Oshima  has  become  Japan's  photo-mart  king  by  thinking  like  an 
entrepreneur  rather  than  like  a  typical  Japanese  corporate  type. 

"Everyone  said  I  would  fail' 


By  Neil  Weinberg 


"You'll  probably  end  up  in  jail." 
That's  what  Yasuhiro  Oshima's 
mother  told  the  universit}^  student  1 3 
years  ago.  A  proper  Japanese  lady,  she 
was  terrified  when  tax  officials  called 
her  home  several  times  for  her  20- 
year-old  son. 

Turns  out  the  taxmen  just  wanted  a 
cut  of  the  thriving  business  Oshima 
had  built  taking  photos  and  putting 
together  photo  albums  for  local  busi- 
nesses and  schools.  "Set  up  a  compa- 
ny!" the  bureaucrats  commanded. 
Oshima  complied.  Inadvertendy,  the 
tax  cops  had  done  him  a  favor. 

"If  the  tax  office  hadn't  called,  I 


wouldn't  be  where  I  am  now,"  laughs 
the  3 3 -year-old,  now  president  of 
Plaza  Create,  Japan's  largest  photo- 
processing  chain,  with  over  800  shops. 

In  a  country  where  retailing  is  stag- 
nant. Plaza  Create's  same-store  sales, 
representing  revenues  at  shops  open  a 
year  or  more,  are  growing  about  10% 
annually.  These  gains,  along  witli  new 
store  openings  and  a  couple  of  acqui- 
sitions, pushed  up  consoUdated  rev- 
enues 75%  in  the  year  through  March, 
to  $176  million.  Operating  profits 
nearly  tripled,  to  $5.7  million. 

Oshima  aims  to  more  than  double 
the  chain — to  2,000  shops — over  the 


Yasuhiro  Oshima  of  Plaza  Create 
Shaking  up  a  retail 
business  once  dominated 
by  manufacturers. 


next  three  years  via  new  franj 
chises  and  company- owne( 
oudets,  including  those  inside 
supermarket  and  discount 
chains. 

"The    photo    business    is 
going  through  a  major  shif 
from  analog  [conventional]  to| 
digital      technology,"      says 
Oshima.    "We    see    a    hugel 
opportunity  to   create   new| 
business." 

It  would  be  hard  to  find  ai 
less  likely  digital -age  mogul. 
The  soft-spoken  eldest  son  of  a| 
Buddhist  monk,  Oshima  grew 
up   on   the   grounds   of  the] 
Nagoya  temple  his  family  has 
run  for  27  generations.  After  | 
receiving  his  first  camera  as  a 
middle -school  present,  Oshima 
won  a  gold  medal  in  a  photo 
contest  and  began  picking  up 
commercial  work.  He  set  up  his 
first  studio  on  the  temple's 
grounds. 

Business  aims  didn't  sit  well  at 
home,  where  he  was  expected  to 
take  over  the  temple  one  day.  Even  so, 
his  father  finally  let  him  put  studies 
aside,  figuring  the  venture  would  soon 
falter.  "My  father  told  me  if  I  succeed- 
ed, he'd  walk  around  the  world  on  his 
hands,"  Oshima  recounts. 

Oshima's  father,  Minehiro,  was 
spared  that,  and  now  leaves  the  temple 
monthly  to  attend  board  meetings  as  a 
Plaza  Create  director.  Dad's  mistake 
had  been  in  thinking  that  photo  retail- 
ing in  Japan  would  continue  to  be 
what  it  always  had  been:  dominated  by 
dingy  mom-and-pop  shops.  Beholden 
to  equipment  makers,  they  sent  off 
film  in  envelopes  and  returned  prints 
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Nortel  =' Networks 


We    helped    build 


NASALS 


new 


spacecraft 


communications 


\.':\ 


.At- 


network. 


\,:X 


>l     And     yes,     it     is 


r  o  cket     scienc 


Now,  with  tlieii-  Nortei  conimunicauor 
software  and  hardware,  NASA  can 
quickly  and  reliably  transmit  inforni^ 
tion  from  hundreds  of  millions  of  mi^F 
out  in  space.  And  that  makes  us  ptetty 
confident  we  can  help  your  busine^ 
communicate  quickly  and  rel 
right  here  on  Earth.  i-8oo-4NOr" 
www,  nortel.com/networks 


N0RTEL 


ORTHERN    El 


i 


days  later,  offering  a  thin  range  of  ser- 
vice and  price. 

Oshima  was  sure  consumers  would 
take  to  the  sort  of  U.S. -style  mini-labs 
he'd  been  gathering  information 
about,  where  filrh  is  developed  quick- 
ly on-site  for  a  small  premium.  Raising 
money  to  start  a  new  business  is  tough 
in  Japan,  but  Oshima  convinced  a  con- 
tractor to  finance  the  $67,000  cost  of 
his  first  shop,  to  be  repaid  when  rev- 
enues began  rolling  in.  Next  he 
installed  a  mini-lab,  along  with  bright, 
backlit  signs,  racks  of  colorfial  photo 
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albums,  film  and  accessories.  Out  front 
he  put  a  large  plastic  maneki  neko 
(good-luck  cat),  inspired  by  kfc's 
Colonel  Sanders. 

"I  spent  a  lot  of  time  studying 
American  fast-food  merchandising  and 
had  heard  how  Chinese  and  Russians 
lined  up  for  hours  just  to  get  their  first 
McDonald's  hamburgers,"  says 
Oshima.  "McDonald's  was  selUng  a 
dream,  and  I  wanted  to  offer  a  similar 
feeling,  even  though  everyone  in  the 
photo  business  said  I'd  fail." 

Oshima  expanded  to  a  handful  of 


Minehiro  Oshima  at  his 
temple;  a  Plaza  Create  shop 
From  27  generations 
of  monks  has  sprung 
Japan's  top  photo-mart 
chain. 


shops,  but  was  stretched 
for  time  and  money.  Then 
luck  hit:  An  acquaintance 
offered  to  finance  a  new 
photo  shop  if  his  son 
could  be  set  up  in  busi- 
ness. Franchising  was  still 
rare  in  Japan,  but  Oshima 
was  a  quick  study.  By 
1990,  two  years  after 
founding  Plaza  Create,  he 
had  expanded  to  100 
shops.  Today,  franchises 
account  for  over  90%  of 
his  oudets. 

One  of  Japan's  still  fairly 
rare  self-made  entrepre- 
neurs, Oshima  owns  66%  of  the  com- 
pany, making  him  worth  well  over  $100 
million.  In  a  society  where  decisions  are 
made  slowly  and  by  consensus,  he  is 
extraordinarily  decisive.  Says  Nomura 
Securities  analyst  Hidekatsu  Watanabe, 
"Oshima  makes  fast  decisions." 

Sales  of  digital  cameras,  which  store 
images  electronically,  have  taken  off 
with  the  Internet  and  should  double, 
to  over  2  million  units  worldwide  this 
year.  Thank  Casio  and  other,  mosdy 
Japanese,  makers  for  improving  image 
quality  and  dropping  prices  to  as  litde 
as  $200. 

Borrowing  a  strateg}^  familiar  to 
razormakers  and  electronics  firms 
alike,  Oshima  figures  he'll  lure  cus- 
tomers with  good,  cheap  equipment, 
and  earn  his  keep  from  add-on  goods 
and  services. 

He  makes  frequent  trips  to  the  U.S., 
where  he  scours  malls,  Wal-Marts  and 
fast-food  outlets  for  the  latest  retail 
trends.  Oshima  also  shops  for  Ameri- 
can companies  whose  technologies  can 
aid  his  digital  push. 

One  year  ago  Plaza  Create  paid  $33 
million  for  Vivitar,  a  Newbury  Park, 
Calif,  camera  and  photo  equipment 
outfit.  Oshima  then  personally 
acquired  Cycolor,  a  Dayton,  Ohio 
maker  of  digital  photoprint  paper. 

"From  our  first  meeting  with 
Oshima,  we  thought  he'd  buy  the 
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Sharp.  Translating   the 
ew   language   of   rusiness 


The  digital  age  lias  a  language  all  its  own. 

And  Sharp  speaks  it  fluently.  Our  networkable, 

high  speed,  digital  copiers/printers  let 

you  print,  collate,  and  staple  from  your 

desktop.  Maximizing  the  power  of  connectivity. 

And  digital  color  copiers  let  you  express  your 

ideas  with  such  color  and  brilliance,  you'll  look 

pretty  brilliant  yourself.  In  today's  business 

there's  only  one  word  you  need  to  know. 

Sharp. 


c  T  s^ 


company,"  says  Vivitar  Chief  Operat- 
ing Officer  Mark  Legg.  "He  shares 
our  vision  that  amateur  photography 
is  going  to  go  digital  because  die  tech- 
nology lets  you  see  photos  instantly, 
alter  them  and  upload  images  so  your 
sister  on  the  other  side  of  the  worki 
can  see  them."  Having  Vivitar  as  his 
supplier,  meanwhile,  lets  Oshima  con- 
trol supply  and  pricing  in  a  way  big 
Japanese  producers  would  not. 

Oshima  explains:  "In  Japan,  unlike 
the  U.S.,  manufacturers  dominate 
retailers,  so  the  only  way  to  discount  is 
to  get  into  manufacturing." 

Oshima  first  began  selling  Vivitar's 
cameras  in  Japan  in  July  as  Plaza 
Create's  store  brand — disposables  dec- 
orated with  Warner  Bros.'  Bugs  Bunny 
and  Tweety  characters.  The  shops  will 
soon  add  Vivitar  advanced  photo 
system  (aps)  and  digital  cameras. 

To  build  store  traffic.  Plaza  Create 
this  month  will  launch  PhotoNet 
Japan,  a  joint  venture  with  Picture- 
Vision  of  Herndon,  Va.  Now  used  in 
8,500  U.S.  shops,  PhotoNet  allows 
retailers  to  digitize  conventional 
photos  and  store  digital  images  on 
central  servers  so  customers  can 
access  them  via  the  Internet,  edit 
them,  electronically  send  the  results 
worldwide  or  order  prints,  mugs  and 
other  paraphernalia. 

"The  only  way  to  make  a  profit  [in 
the  photo  business]  is  to  think  of  hard- 
ware and  supplies  as  a  set,"  says 
Oshima.  "The  money's  not  in  cameras 
but  in  film.  It's  not  in  printers  but  in 
ink  and  paper." 

Oshima  sells  Fuji  film,  but  he  has 
designs  there,  too.  He's  seeking  to 
obtain  the  assets  of  bankrupt  Oriental 
Photo  Industrial,  Japan's  first  photo 
paper  and  color-film  maker. 

Even  in  a  picture-crazy  culture, 
Oshima's  aggressive  expansion  isn't 
without  risks.  If  digital  photography 
sales  bomb.  Plaza  Create  will  end  up 
with  a  lot  of  costiy  assets  that  do  noth- 
ing to  boost  its  paper-thin  1.1%  net 
profit  margin.  Without  alluring  new 
products,  prospective  franchisees 
might  opt  to  sell  sushi  instead. 

But  risk-taking  is  what  entrepre- 
neurs are  all  about  and  what  Japan 
needs  a  good  dose  of — in  Oshima's 
words,  "people  with  new  ideas 
about  how  to  create  and  manage 
businesses."  ^M 


If  you  want  a  sure  thing,  avoid  the  Beirut  Stock 
Exchange.  If  you  want  a  promising  long  shot, 
give  it  a  look. 

Rebuilding 
a  market 


By  Kerry  A.  Dolan 


Getting  to  the  Beirut  Stock 
Exchange  from  the  central  bank,  the 
Banque  du  Liban,  is  a  hike.  Walk 
down  the  once-fashionable  Hamra 
Street  and  you'll  find  midprice  shoe 
stores  and  a  billboard  featuring  a 
nearly  naked  Demi  Moore  in  last 
year's  film  Striptease.  Every  fourth 
building,  it  seems,  is  under  some  kind 
of  reconstruction,  forcing  pedestrians 
to  hobble  along  the  uneven  asphalt  of 
tiie  dusty  street. 

Turn  left  at  Sadat  Street  and  follow 
the  narrow  sidewalk  to  Sadat  Tower,  a 


I   Beirut  Trade  Center 
g   High  hopes 
I  for  the  future. 


charmless  early- 1970s! 
apartment-turned -I 
office-building.  On  the 
second  floor,  down- 
stairs from  the  Centerl 
for  Arab  Studies  and' 
the  Embassy  of  Fin- 
land, lies  the  newly 
reborn  Beirut  Stock 
Exchange. 

If  you  are  the  sort  of 
person  who  puts  all 
your  money  in  index 
funds,  this  place  is  not 
for  you.  If  you  get  pal- 
pitations merely  read- 
ing about  the  current 
mess  in  Southeast  Asia, 
stay  away.  But  if  you 
want  a  long-shot  bet 
on  a  place  that  was 
once  called  the 
Switzerland  of  the 
Middle  East,  and  on  a 
country  that  produces 
some  of  the  smartest  businesspeople  in 
the  world,  the  Beirut  exchange  has  its 
attractions. 

Closed  down  in  1983  following 
Israel's  invasion  of  Lebanon,  the  tiny 
Bourse  de  Beyrouth  reopened  in  Jan- 
uary 1996 — with  new  bylaws,  new 
Compaq  computers  and  just  three 
stocks.  Trading  volume  averaged  a 
mere  $7,000  a  day. 

Since  then  five  more  companies 
have  listed  on  tiie  exchange  and  trad- 
ing volume  has  jumped  to  a  daily  a\'er- 
age  of  $2.4  million.  "There's  plenty  of 
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In  1992,  we  launched  a  revolution. 

The  people  who  made  rocket  engines  for  Voyager  -  and  the  people  who  made 
them  for  Sputnik  —  started  a  commercial  partnership. 

United  Technologies  and  our  Russian  partner  NPO-Energomash  agreed  to  develop, 
build  and  market  rocket  engines  for  the  next  generation  of  U.S.  launch  vehicles. 

And  in  1998,  it  starts  to  pay  off. 

The  Lockheed  Martin  Atlas  MAR  will  make  its  first  commercial  launch  powered  by  our 

new  engine. 

Which  puts  us  ahead  in  the  biggest  emerging  market  of  all. 

Space. 
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United 
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Otis    Carrier    Pratt  &  Whitney    Sikorsky     Hamilton   Standard     UT  Automotive 
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THE  HITACHI  VlSlONBOOK  PRO. 

BUSINESS-SPEED  MODEM.  BUIU-lN  LAN.  HUGE  SCREEN. 


Once  there  were  very  good  reasons  to  have  one  kind  of  computer 
for  running  your  business  and  another  kind  for  running  around.  But.  with 
the  introduction  of  the  Hitachi  Vision  Book  Pro~  those  reasons  abruptly 
disappear  Because  of  our  unique  technology  the  gap  between  desktop 
PCs  and  notebook  PCs  is,  in  practical  terms,  totally  obliterated.  By 
every  measure -screen  clarity  and  viewing  area,  concurrent  use  of  floppy 
and  CD  ROM  drives*  the  performance  of  Intels  Pentium'  processor  with 
MMX'"technology-you  compromise  nothing. 

The  Hitachi  VislonBook  Pro  delivers  integrated  communications 
features  previously  known  only  to  desktops,  ^th  Fax/Modem  and 

LAN.  you're  ready  to  influence  events  from 

wherever  you  do  business. The 

Hitachi  VisionBook  Pro.  It 


will  give  you 

your  desk  back. 

While  eliminating 


^your  need  for  one.     pentium- 


SIGNIFICANT  FEATURES 

US  Robotics* 56 6K" X2' modem. 

Inlegrated  Ethernet  LAN  port 

Hitachi  super  large  15.5"  TFT  display. 

XCA  (1024  X  768)  resolution, 

255MHz  Intel  Pentium'  processor  with  UW  technobgy. 

^IZK  L2  cache-t\i'ice  standard  size. 

Card  Bus-compliant  Type  ll/lll  PC  card  slots 

supporting  Zoom  Video. 

52MB  EDO  RAM  upgradeable  to  144MB. 

Removable  hard  drive-starting  at  5.2GB. 

Smart  Lithium-Ion  battery,  swaps  m\h  5.5"  floppy  dri\e 

20x  CD  ROM  drive,  swaps  with  second  battery. 

Optional  advanced  port  replicator. 

Full-size  keyboard.  USB  port. 
Other  configurations  also  available 


HITACHI 


Call  l-800-HITACHi 


'WW'*', 


HitdchiPC.com 
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demand,"  says  Marwan  Ghandour, 
chairman  of  Lebanon  Invest,  a  local 
investment  bank.  "The  problem  is 
with  the  supply  side.  There  are  very 
few  issues." 

To  rebuild  the  country,  the  govern- 
ment estimates  it  will  need  $55  billion 
over  the  next  decade,  only  $18  billion 


in  erasable  ink  stands  in  front  of  the 
fourth  wall.  On  the  black  plyavood 
table  in  the  center  of  the  room  sit  four 
phones  that  are  shared  by  the  bro- 
kers— ^which  means,  most  of  them  rely 
on  their  cellular  phones  to  receive  buy 
or  sell  orders  from  their  local  offices. 
Trading  takes  place  a  meager  three 


of  which  it  will  be  able  to  cough  up 
itself.  Somehow  private  investors  must 
be  coaxed  into  producing  the  other 
$37  billion.  A  re\ived  bourse  could  be 
a  big  help  in  attracting  it. 

The  trading  room  itself  is  a  low- 
ceilinged  affair  about  the  size  of  an 
average  li\ing  room,  with  1 3  comput- 
ers lined  up  along  three  walls.  A  white 
board  with  die  day's  prices  scribbled 


ABOVE: 

Part  of  downtown 
Beirut  now  being 
rebuilt  by  Solidere, 
Lebanon's  largest 
listed  company 
LEFT: 

The  trading  room 
at  the  Beirut  bourse 
Rebuilding  tlie 
country  will  take 
$55  billion.  The 
stock  exchange 
may  help 
draw  funds. 


hours  a  day,  from  9  a.m.  to  noon,  with 
price  fixings  at  10  a.m.  and  11  a.m. 
Stocks  are  allowed  to  fluctuate  only 
5%  in  either  dkection. 

If  you  can  look  beyond  the 
Arafat/Netanyahu  headlines,  there  are 
attractions  for  foreign  investors:  no 
capital  gains  tax,  no  restrictions  on 
capital  movements  and  a  low  5%  with- 
holding tax  on  dividends.  Stocks  are 


quoted  in  U.S.  dollars,  eliminating] 
currency'  risk.  The  new  bylaws,  written 
with  guidance  from  the  Paris  Bourse, 
require  balance  sheets  that  meet  inter- 
national accounting  standards  and 
list  a  minimum  of  25%  of  the  compa- 
ny's shares. 

The  bourse's  tiny  banking  sector 
has  performed  well.  No 
surprise  there;  Lebanon  has 
long  produced  great 
bankers.  Shares  of  the  three 
most  liquid  banks — Bank  of 
Beirut,  Bank  Audi  and 
Banque  Libanaise  pour  le 
Commerce — trade  at  a 
price/earnings  ratio  of  15 
times  this  year's  earnings- 
slighdy  higher  than  nearby 
Egypt's  banks,  which  trade 
at  a  p/e  ratio  of  13. 
Investor  confidence  in  the 
sector  and  returns  on 
equity  averaging  25%  have 
helped  lift  Lebanese  bank 
share  prices  an  average  of 
120%  since  they  were  listed 
earlier  this  year.  One  reason 
for  their  attraction: 
Lebanese  bank  secrecy  laws 
are  even  stricter  than 
Switzerland's. 

By  far  the  largest  pres- 
ence on  the  bourse  is  Soli- 
dere, the  company  charged  with 
rebuilding  a  massive  swath  of  demol- 
ished downtown  Beirut — a  project 
that  will  likely  take  25  years.  Solidere's 
$2.2  bilUon  market  capitahzation 
accounts  for  about  80%  of  the 
exchange's  total  $2.72  billion  market 
value.  "In  Lebanon  Solidere  is  the 
blue-chip  stock,"  says  Ziad  Maalouf, 
head  of  research  at  Middle  East  Capi- 
tal Group.  Solidere  trades  as  a  Global 
Depositary  Receipt  in  London  and  is 
changing  its  bylaws  to  allow  foreign- 
ers to  buy  shares  on  the  local  market 
as  well. 

The  countr}'  still  has  much  rebuild- 
ing to  do,  and  its  economic  figures 
aren't  all  stellar.  Economic  growth 
slowed  to  an  estimated  4%  this  year 
from  8%  three  years  ago,  and  the 
budget  deficit  is  a  whopping  18.5%  of 
gross  domestic  product.  But  the 
Lebanese  have  an  old  saying,  "Kul 
deek  a'la  mazbiltu'h  savyah,"  or  "Even 
on  a  heap  of  garbage,  a  rooster  still 
crows."  ■■ 
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They  Can  Take  Better  Care 
Of  Their  Patients. 

Because  We  Take  Care  Of 
Their  Financial  Security. 


Practicing  the  science  of 
medicine  leaves  precious 
little  time  for  a  doctor 
to  do  anything  else.  That's 
why  so  many  medical  professionals  and  millions 
of  other  Americans  rely  on  us  for  help  with  their 
financial  security.  We're  American  General, 
one  of  the  largest  providers  of  retirement  services, 
life  insurance,  and  consumer  loans.  A  corporation 
with  $77  billion  in  assets  and  $6.7  billion  in 
shareholders'  equity.  By  doing  what  we  do  best, 
we're  helping  people  do  what  they  do  best. 


Helping  12  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  American  General  Life  and  Accident  •  Franklin  Life  •  United  States  Life 
All  American  Life  •  Old  Lino  Life  •  USLIFE  Credit  Life  •  American  General  Life  of  New  York 
American  General  Finance  'VALIC  •  American  General  Securities  Incorporated 

For  information,  visit  www.agc.com  or  call  1  (800)  AGC  - 1111 


Jorge  Jacob  is  the  appliance  king  of  Brazil.  That's  a  darned  good 
thing  to  be  in  a  developing  country. 

A  lively  bird  that 
gets  the  worms 
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By  Kerry  A.  Dolan 

Developing  countries  go  through  tamed,  it's  hummed  along  for  the 
the  same  phases  that  the  U.S.  went  past  12  months  at  an  average  of  7.2%. 
through,  but  anywhere  from  20  to  The  prime  lending  rate  is  2.5%  a 
50  years  later.  The  middle  class  grows     month,  or  about  30%  a  year. 

Still,  you  can  see  where  Jacob  gets 
those  fat  profit  margins.  Last  year 
67%  of  the  company's  sales  involved 
customers  using  credit. 

The  fevered  buying  is  likely  to  con- 
tinue as  the  economy  grows  and 


fast,  and  things  that  were  formerly 
luxury  items  become  middle-class 
commodities.  Businesses  that  we 
regard  as  humdrum  and  saturated 
become,  in  the  developing  countries, 
hot  growth  industries. 


Meet  Jorge  Wilson  Simeira  Jacob,  pushes  more  and  more  Brazilians  to  a 

an  up-from-nowhere  Brazilian  entre-  level  where  they  can  afford  a  few 

preneur,  chairman  of  Lojas  Arapua  small  luxuries.  For  instance,  only  25% 

S.A.,  Brazil's  largest  home  appliance  of  Brazilian  homes  have  washing 

retailer.  (In  Guarani,  a  South  Ameri-  machines.  In  richer  Chile  88%  of 

can  Indian  language,  ara  is  a  parrot-  homes  have  them, 

like  bird  and  pua  means  lively.)  The  The  grandson  of  Lebanese  immi- 

260  Arapua  stores  in  22  of  Brazil's  26  grants,  Jacob,  now  63,  was  orphaned 


states  are  cashing  in  big 
on  the  growth  of 
Brazil's  middle  class. 
Profits  last  year:  $116 
million,  on  almost  $1.7 
billion  in  sales.  Figure 
it  out.  That's  nearly 
7%  net  on  sales.  A  big 
U.S.  appliance  retailer 
counts  itself  lucky  to 
net  3  cents  on  the  sales 
dollar. 

When  you  talk  of  the  middle  class 
in  the  context  of  a  developing  econ- 
omy, you're  not  talking  U.S. -level 


After  touring  U.S. 
appliance  stores  in 
1988,  Jacob  decided 
to  become  a  niche 
marketer. 


at  age  16  and  inherit- 
ed his  father's  textile 
store  in  Lins,  a  small 
town  in  the  state  of 
Sao  Paulo.  He  wasn't 
old  enough  to  legally 
run    the    shop,    but 
that  didn't  stop  him. 
He   just   signed   his 
aunt's  name  on  the 
checks. 
In  1957  Jacob  expanded  the  mer- 
chandise, adding  household  appli- 
ances to  the  sales  floor.  "I  wanted  to 
go   into   something   modern,"    he 


li\'!ng  standards.  Jacob's  stores  cater  recalls.  Ten  years  later  he  was  the  first 

to  Brazilians  who  don't  have  credit  to  receive  permission  from  Brazil's 

cards  and  can't  purchase  appliances  in  central  bank  to  introduce  consumer 

just  one  payment.  His  customers  can  credit,  using  a  small  finance  company 

arrange  to  pay  in  up  to  30  install-  he  bought  that  year.  Arapua  expand- 

ments  of  as  little  as  $15  a  month.  On  ed  throughout  the  state  of  Sao  Paulo 

average  Arapua  charges  interest  rates  and  then  around  the  country.  He  was 

that  work  out  to  about  100%  a  year,  still  selling  a  wide  range  of  merchan- 

That's  not  quite  as  usurious  as  it  dise  in  his  stores, 
sounds  because  even  though  Brazil-  Until  1994  Brazil  had  one  of  the 

ian  inflation  has  been  considerably  world's  worst  inflation  rates — as  high 


Jorge  Jacob, 
chairman 
of  Lojas  Arapua 
With  inflation 
now  under  control, 
middle-  and  lowei^ 
class  Brazilians 
flock  to  his 
stores  for  TVs 
and  refrigerators. 
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as  2,490%  a  year.  In  that  kind  of  envi- 
ronment people  rush  to  put  their 
money  into  something  tangible  as  fast 
as  they  can.  All  the  merchant  has  to 
do  is  get  the  doors  open  and  make 
sure  he  has  merchandise.  But  Jacob 
reahzed  that  inflation  wouldn't  last 
forever.  "Inflation  covers  all  of  the 
mistakes  that  you  make,"  he  points 
out.  He  wanted  to  get  ready  for  the 
day  when  the  sellers'  market  ended 
and  real  marketing  would  be 
required. 

In  1988  Jacob  and  his  top  man- 
agement spent  the  better  part  of  a 
week  touring  stores  like  Circuit  City 
and  Best  Buy  in  the  U.S.  Jacob  went 
home  determined  to  focus  solely  on 
home  appliances.  "We  threw  out  25% 
of  our  inventory:  furniture,  toys, 
clothes  in  some  stores,"  he  says,  smil- 
ing. "We  became  one  of  Brazil's  first 
niche  marketers." 

Under  the  direction  of  Chief  Exec- 
utive Ricardo  Jacob,  Jorge  Jacob's 
nephew,  the  company  reduced  the 
number  of  suppliers  from  500  to  70 
and  replaced  the  sales  staff  with  a 
younger,  high  school-educated  group 
who  aren't  reluctant  to  use  comput- 
ers, as  many  of  the  older  sales  force 
had  been. 

"When  I  decided  to  totally  change 
my  business  [to  home  apphances], 
everyone  thought  I  was  crazy,"  he 
recalls. 

It's  often  like  that  with  entrepre- 
neurs: Their  success  rests  on  a  will- 
ingness to  do  things  other  people  are 
certain  won't  work.  (For  another 
example,  see  story,  p.  328.) 

In  the  fall  of  1995  Jacob  took  Lojas 
Arapua  public,  raising  $80  million  to 
invest  in  technology  and  expand  its 
store  network.  The  stock  trades  on  die 
Rio  de  Janeiro  and  Sao  Paulo  stock 
exchanges.  The  company  plans  to  list 
its  shares  as  ADBs  in  the  U.S. 

However,  life's  not  all  roses  for  a 
retailer  in  a  country  like  Brazil.  The 
company  reported  a  loss  in  the 
second  quarter  due  to  an  increase  in 
credit  defaults  at  a  time  when  the 
government  is  keeping  credit  tight  to 
check  inflation. 

But  things  should  be  better  next 
year,  with  the  World  Cup  (soccer', 
held  in  France  and  the  Brazilian  pre  . 
idential  elections — two  events  that 
^^^ll  spur  TV  sales.  ^ 

339 


Arthur  Andersen  is  on  track  with  its  plan  to  create 
the  world's  largest  legal  practice. 

Global  lawyers 


By  Howard  Banks 


X^ 


"illl'""'/ 


Everything  else  is  going  global 
these  days;  why  not  lawyering?  "We 
aim  to  create  one  of  the  best  and 
biggest  law  firms  in  the  world  by 
early  next  century,"  vows  Alberto 
Terol,  managing  partner  of  world- 
wide tax  and  legal  practice  for  Arthur 
Andersen.  You  thought  Andersen  was 
only  an  accounting  outfit?  Well  it  is, 
but  accounting  and  law  increasingly 
intersect  these  days. 

Terol,  a  42-year-old  Spaniard,  is 
based  in  Madrid  but  spends  at  least 
half  his  time  shutding  among  Ander- 


Alberto  Terol  on  his  office  terrace  in  Madrid 
Creating  the  world's  largest  law  firm. 


sen  offices  around  the  world.  From 
the  early  1990s,  Andersen  has  put 
together  a  network  of  law  firms  con- 
sisting of  more  than  800  lawyers 
operating  in  30  countries  on  four 
continents.  The  largest  law  firms  in 
Spain  and  France  are  part  of  the  net- 
work. In  Britain,  Andersen  recently 
signed  up  Dundas  &  Wilson,  Scot- 
land's leading  firm  of  solicitors. 
Rumor  in  London's  financial  district 


says  Andersen  is  about  to  add  a  major 
law  firm  specializing  in  finance. 

"We're  not  just  an  accounting! 
business  anymore,  we're  much  morel 
multidisciplinary,"  reminds  Jamshedl 
LW.  (Jim)  Wadia,  49,  the  first  non-| 
American  to  run  Arthur  Andersen. 
Born  in  India,  schooled  in  Geneva! 
and  trained  as  a  lawyer  in  Britain, 
Wadia  became  an  accountant  and 
joined  Andersen  in  1977.  One  of  a| 
new  breed  of  multinational  business- 
people,  Wadia  lives  in  London,  has 
offices  there  and  in  Chicago  and  New 
York,  and  travels  all  the  time. 

Just  42%  of  Arthur  Andersen's 
billings  now  come  from  traditional 
accounting  services.  The  balance 
comes  from  economic,  business  and 
financial  consulting,  and  tax  and  legal 
services,  some  of  which  overlap  (and 
create  tension)  with  Andersen  Con- 
sulting, the  management  consulting 
practice  that  was  set  up  as  an  inde- 
pendent operating  unit  in  1988  (see 
box,  p.  344). 

As  Andersen's  U.S.  clients  have 
elbowed  themselves  into  foreign  mar- 
kets, and  the  firm  has  added  scores  of 
big  foreign  clients,  the  U.S.  share  of 
Arthur  Andersen's  worldwide  billings 
(an  expected  $5.2  biUion  this  year) 
has  dropped  from  56%  in  1990  to 
less  than  44%.  "Increasingly,  our 
clients  are  global,"  says  Wadia, 
"doing  deals  across  borders — buy- 
outs, mergers,  acquisitions,  large 
international  project  financing  [for 
such  things  as  power  stations  and 
tunnels].  These  deals  need  lawyers  as 
well  as  the  rest  of  our  services,  and 
we  will  meet  that  need." 

Most  countries  bar  nonlawyers 
from  having  equity  interests  in  legal 
practices.  No  problem  for  Andersen. 
It  signs  up  the  law  firms  as  a  sort  of 
outside  contractor.  The  law  firms  that 
join  the  network  agree  to  pay  a  share 
of  the  cost  of  Andersen's  sophisticat- 
ed worldwide  E-mail  system  and 
international  voice-mail  system  that 
link  their  lawyers  with  the  Andersen 
network,  and  also  to  pay  for  elaborate 
training  programs.  When  legal  work 
is  needed  on  a  contract,  regulations 
prevent  Andersen  from  referring  a 
client  only  to  one  of  its  affiliated  law 
firms.  But  the  link  through  the  legal 
network  seems  to  woik,  for 
both  sides. 


340 


Forbes  ■  November  3,  1997 


V-iby^ 


X 


Introducing  the 
Xerox  DocuPrint  N32  Network  P^^intCT. 

You  know  us  for  copiers,  of  course.  You  probably  don't  know  that  our  net^vork  printers 
V-  are  also  setting  new  benchmarks.  The  DocuPrint  N32  gives  you  blazing  speed  ^vith 
copier-like  options  youVe  never  expected  from  a  printer,  like  3-position  stapling*  and  a  10- 
bin  mailbox,  hi  fact,  weVe  combined  the  best  features  from  both  sides  of  our  family  to 
give  you  a  new  way  to  tliink  about  all  your  network  printing.  Just  call  1-800 -34 -XEROX, 
ext  2993.  Or  visit  www.xerox.networkprinters.com.  It's  a  (Werent  line  of  thinking. 


THE  DOCUMENT  COMPANY 


XEROX,   The  DcKunlcnl  Ccnip;! 


Ccnipanv,"  llic-  iliiiilal  \"  »l"l  n.uul'rim"  «n-  lrii< 


XEROX 

,<l..n.„,ks  ..r  XKROX  (XIIU'OIUTION.  Kslunnlci  st,rol  prico  for  base  ,m>d,-l  Is  S.>90n.  •  \dd-..n  .^ailablo  soon.  36  I  SC  580. 
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Electronics  &  Communications       Automobiles 


Aerospace 


Petrochemicals 


Engineering  &  Construction  High  Speed  Trains 


Iron  &  Metals 
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Resource  Development         §  ^C 


http://www.hyundai.net 
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"Value  Management"  for  Mankind.  Soaety  and  Future 


ipbuilding 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  aad  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all  something 
very  important.  A  better  life. 

Are  you  in  our  future? 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 


House  divided 

In  1988  Arthur  Ander- 
sen's partners  xxued  to 
split  the  firm  into  two 
independent  operating 
divisions. 

Headquartered  in 
Chicago  and  run  by  Jim 
Wadia  is  Arthur  Andersen, 
which  provides  account- 
ing, tax  consuhing  and 
legal  (see  story)  services  to 
80,000  clients  around  the 
world.  It  has  around 
1,740  top — "internation- 
al"— partners  who  gener- 
ate $5.2  billion  in  annual 
billing,  $3  million  per 
partner. 

Also  based  in  Chicago 
is  Andersen  Consulting, 
whose  managing  partner 
is  George  Shaheen,  53. 
Its  product  is  manage- 
ment consulting  services. 
Top  partners:  around  960. 
Annual  billing:  $6  billion, 
$6.25  million  each. 

The  tu'o  operations 
have  a  common  parent, 
Andersen  Worldwide, 


based  in  Geneva,  Switzer- 
land. This  family  is,  how- 
ever, divided.  Consulting 
is  growing  faster, 
even  though  the  account- 
ing/tax/legal side  is 
growing  at  1 5%  per 
annum.  Andersen  Con- 
sulting is  also  much  more 
profitable.  The  final  straw 
has  been  that  Arthur 
Andersen  has  been  poach- 
ing consulting  business, 
especially  in  the  U.S. 

This  led  to  a  stalemate 
when  it  came  to  naming  a 
new  head  guy  for  Ander- 
sen Worldwide.  The 
group's  rules  say  its  head 
man  is  to  be  elected  by 
the  2,700  international 
partners  of  the  two  opera- 
tions and  that  the  winner 
must  score  at  least  two- 
thirds  of  the  vote.  Part- 
ners naturally  tend  to 
favor  a  man  from  their 
side  of  the  business.  Sure 
enough,  in  a  secret  ballot 
held  in  August  Wadia 
received  just  over  60%  of 
the  votes  cast — roughly 
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the  share  of  partners  from 
his  side  of  the  business. 
After  Wadia  failed  to 
win  the  required  two- 
tliirds,  the  nominating 
committee  put  up  George 
Shaheen  from  Andersen 
Consulting.  He,  too,  fell 
short  of  two -thirds.  Today 
Andersen  Worldwide  is 
operating  under  an  inter- 


Jim  Wadia, 
managing 
partner, 
at  Arthur 
Andersen's 
Clnicago 
headquarters 
After  losing 
the  first 
election, 
he  is  waiting 
for  another 
shot  at 
the  top  job. 


im  head,  Robert  Grafton. 
New  elections  have  yet 
to  be  slated,  though  Jim 
Wadia  and  George  Sha- 
heen remain  the  likely 
contenders.  If  Wadia  wins, 
expect  Andersen  Consult- 
ing's  partners  to  demand 
secession  from  Andersen 
Worldwide. 

-H.B.  ma 


Dorman  Jeffrey  is  founding  part-  sen  affiliation  has  brought  his  firm 

ner  of  Dorman  Jeffrey  &  Co.,  a  Scot-  lots  of  work.  "We  have,"  Jeffrey  says, 

tish  law  firm  that  joined  tlie  Andersen  "been  involved  in  such  things  as 

network  in  1996.  He  says  the  Ander-  financing  a  management  buyout  of 


Global  law  firms 


Firm 

Headquarters 

Number 

Offices 

Lawyers 

of  lawyers 

abroad 

abroad 

number 

% 

Baker  &  McKenzie 

Chicago 

1,998 

56 

1,558 

78.0.% 

Clifford  Chance 

London 

1,402 

23 

582 

41.5 

Jones,  Day,  Reavis  &  Pogue 

Cleveland 

1,152 

20 

92 

8.0 

Skadden,  Arps,  Slate,  Meagher  &  Flom 

New  York 

1,109 

20 

89 

8.0 

Fidal 

Paris 

1,080 

107 

NA 

NA 

Morgan  Lewis  &  Bockius  LLP 

Philadelphia 

844 

14 

38 

4.5 

Sidley  &  Austin 

Chicago 

800 

8 

32 

4.0 

Mallesons  Stephen  Jaques 

Sydney 

782 

11 

NA 

NA 

Eversheds 

London 

764 

14 

NA 

NA 

LInklaters  &  Paines 

London 

759 

10 

186 

24,5 

NA:Not  available. 


Source:  Intemstional  Financial  Law  ReMw  1000  Directory,  1998  editior}. 


Were  Arthur  Andersen's  800  lawyers  in  30  countries  partners  or  employees  of 
the  firm  rather  than  independent  affiliates,  Andersen  would  rank  as  the  world's 
second-largest  international  law  firm,  behind  Baker  &  McKenzie.  Like  Andersen, 
Baker  &  McKenzie  is  based  in  Chicago. 


some  garden  centers,  refinancing  one 
of  the  rail  privatizations,  and  deals  in 
Bulgaria,  Russia,  Australia,  that  we 
wouldn't  otherwise  have  had." 

Andersen  can't  share  in  the  fees  its 
legal  affiliates  earn  (billing  is  direct 
from  law  firm  to  client),  but  the  net- 
work pays  off  in  other  ways.  Says 
Wadia:  "The  network  adds  another  to 
the  many  strings  in  our  bow,  lets  us 
be  seen  as  being  more  capable.  The 
whole  becomes  stronger  than  the 
parts." 

The  U.S.  market  is  still  out  of 
bounds.  American  lawyers  are  experts 
at  protecting  their  turf  and  are  invad- 
ing foreign  fields  on  their  own 
account  (see  table). 

Nevertheless,  any  doubts  about  the 
soundness  of  Wadia's  strategy'  are  dis- 
pelled when  one  notices  what  Ander- 
son's competitors  are  doing  here. 
Coopers  &  Lybranci  and  Price  Water- 
house  are  now  developing  their  own 
law  firm  affiliations.  IB 
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When  Royal  Carihbeart  International  decided  to 
build  a  globally  integrated  treasury  system 

Chase  navigated  it 


Royal  Caribbean  called  on  Chase's  expertise 
in  treasury  management  to  develop  a  solution 
that  gave  it  the  ability  to  monitor  and  move  funds 
more  quickly  around  the  world. 


Majesty  of  the  Seas 


"Chase  offered  us  industry  expertise,  global  delivery  capabilities 
and  leading  edge  technology.  More  than  that,  Chase  offered  us 
a  relationship,  a  partnership  approach,  a  commitment  to 
comprehensive  support  and  assistance  on  a  daily  basis." 
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CHASE.   The  right  relationship  is  everything." 


©1997  The  Chase  Manhattan  Corporation. 


Please  visit  our  website  at:  http://w\s'w,chase.com 


H.L  Mencken  would  have  had  fun  with 
Al  Gore  and  Bill  Clinton's  latest  crusade. 

Bill  and  Al's^ 
^obal  wanning 
circus 


By  Ronald  Bailey 

H.L.  Mencken  would  have  gotten 
quite  a  kick  out  of  Bill  Clinton's 
global  warming  shindig  called  the 
White  House  Conference  on 
Climate  Change  and  convened  on 
Oct.  6  at  Georgetown  University. 
This  is  what  the  cantankerous  Sage 
of  Baltimore  had  to  say  about  such 
circuses:  "The  whole  aim  of  practical 
pohtics  is  to  keep  the  populace 
alarmed  (and  hence  clamorous  to  be 
led  to  safety)  by  menacing  it  with  an 
endless  series  of  hobgoblins,  all  of 
them  imaginary." 

Global  warming,  for  instance. 

At  the  Wliite  House  Conference, 
Clinton  put  on  his  sincerest  face,  say- 
ing: "I  have  been  completely  per- 
suaded that  global  warming  is  real." 

Business  groups  had  run  ads  warn- 
ing against  precipitate  action  against 
a  threat  that  was  by  no  means  clear. 
Al  Gore  denounced  those  ads  as 
"bordering  on  the  immoral." 
Secretary  of  the  Interior  Bruce 
Babbitt  called  them  "un-American  in 
the  most  basic  sense." 

All  this  is  just  part  of  a  mighty 
blitzkrieg  designed  to  scare  the  beje- 
sus  out  of  the  American  people  and 
persuade  them  to  hand  more  power 
to  those  kindly,  concerned  folk  in 
Washington.  The  White  House 
Office  of  Science  and  Technology 
Policy  has  been  drafted  in  the  cause 
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and  has  trotted  out  scientists  to  warn 
that  the  human  race  faces  fairly 
imminent  disaster  from  global 
warming.  Most  of  the  scientists,  it 
turns  out,  either  have  government 
climate  change  grants  or  are  on  the 
federal  payroll. 

Of  course,  environmental  activists 
are  in  on  the  crusade.  On  Sept.  15, 
Clinton  and  Gore  met  with  the 
heads  of  America's  largest  environ- 
mentalist groups,  including  John 
Adams  of  the  Natural  Resources 
Defense  Fund,  Kathryn  Fuller  of  the 
World  Wildlife  Fund,  Carl  Pope  of 
the  Sierra  Club,  Howard  Ris  of  the 
Union  of  Concerned  Scientists, 
Gene  Karpinski  of  the  Naderite  U.S. 
Public  Interest  Research  Group  and 
Fred  Krupp  of  the  Environmental 
Defense  Fund. 

Participating  in  the  propaganda 
offensive,  Greenpeace  launched  a 
massive  campaign  to  oppose  any  fiir- 
ther  petroleum  exploration,  claiming 
that  oil  executives  "can  change  the 
weather."  The  Natural  Resources 
Defense  Council  ran  ads  featuring  a 
house  being  washed  away  by  a  flood 
with  a  headline:  "Tomorrow's 
Weather:  Brought  to  you  by  Big 
Business."  Then,  of  course,  there 
was  the  clever  move  to  convert  TV 
weathermen  into  pitchmen  for  die 
global  warmmg  cause. 


Given  this  well-organized 
propaganda  campaign,  chances 
are  that  nearly  everything  you 
have  heard  or  read  will  have 
persuaded  you  that  we  need  Al 
and  Bill  and  Hillary  to  rescue 
us  from  the  horrors  of  global 
warming. 

In    short,    you    may    have 
bought  yourself  a  hobgoblin. 

It    is    true    that    greenhouse 
gases,   chiefly   carbon   dioxide 
produced  by  the  burning  of 
fossil  fiiels,  are  increasing 
in  the  atmosphere.  After 
that,  uncertainty'  reigns. 
In  the  1980s,  early  com- 
puter climate  models  pre- 
dicted that  the  earth's 
temperature     might 
rise  by  between  5  and 
9    degrees    Fahrenheit 
over  the  next  century. 

Actual  readings  indi- 
cate   that   the    earth's 
average      temperature 
has  increased  by  a  Htde 
less      than      1      degree 
Fahrenheit  over  the  past 
century.  Why?  No  one  knows 
for  sure,  but  the  prime  suspect 
seems  to  be  natural  fluctuations  in 
the  climate,  as  most  of  the  warming 
occurred  before  greenhouse  gases 
had    accumulated    in    the    atmo- 
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Cutting  carbon  dioxide  could  clobber  the  economy 


Model 


Real  GDP  change 


Jobs  change 


Carbon  tax/permit  fee    Emissions  in  2010 
($  per  metric  ton  carbon') 
1995  dollars 


Abare' dune  1997} 

DRI  (Administrat'      ,i,  May  97) 

DRI  (Labor:  Mr     ^mnt  Group,  Sept  97) 

DRI  (US  Der      .ent  of  Commerce,  Jan  92) 

Charles F:v  ,  Associates 

Economi'  Policy  Institute  (Sept  97) 

Markal-  iacro  (Administration  lAT,  May  97) 

MIT 

SGM  (Administration  lAT,  May  97) 

WEFA(API,0ct97) 


-0.25%  in  2010 

-1.1%  in  2005;  -0.4%  in  2010 

-1.6%-2.0%  2005-2007 

-4.6%  in  2010 

-1%  in  2010 

-1.8%  to -2.0%  in  2007 

-0.2%  in  2005; -0.8%  in  2010 

-0.5%  in  2010' 

-0.1%  for  2005-2010 

-2.4%  in  2010 


not  in  model'  not  in  model 

unemployment  rate  up  0.2%  $95 
1.2-1.75  million  jobs  lost  (2005-2010)     180-190 

average  loss  of  0.6  million  jobs  384 

not  in  model  177 

1.5  -1.8  million  jobs  lost  in  2007  not  in  model 

not  in  model  145 

not  in  model  150 
not  in  model  81 

1.8  million  jobs  lost  in  2010  200 


1990  levels  (12%  below  baseline) 
1990  levels  (26%  below  baseline) 
1990  levels  (30%  below  baseline) 
10%  below  1988  (24%  below  baselme) 
1990  levels  (20%  below  baselme) 
1990  levels 

1990  levels  (30%  below  baseline) 
1990  levels  (28%  below  baseline) 
1990  levels  (28%  below  baseline) 
1990  levels  (21%  below  baseline) 


'Australian  Bureau  of  Agriculture  -j  Resource  Economics.  ■^Consumption.  %  2010. 

Studies  show  that  cutting  back  fossil  fuels  to  limit  carbon  dioxide  emissions 
could  reduce  growth  and  create  job  losses. 


sphere.  Another  suspect:  An 
increase  in  the  sun's  radiance,  as 
Richard  Willson  suggested  in  an 
article  published  in  Science  magazine 
in  September. 

What  about  those  floods, 
droughts  and  hurricanes  that  advo- 
cates of  the  global  warming  theory 
predict:  Any  sign  of  them? 
Rainstorms  that  drop  more  than  two 
inches  in  24  hours  have  increased 
modestly  since  1910;  there  is  now 
one  additional  heaw  rain  every  pa^o 
years.  The  frequency  of  intense  hur- 
ricanes and  their  maximum  wind- 
speed  have  declined  significantly 
over  tlie  past  half  century.  As  for 
temperatures  in  the  U.  S. — there  is 
no  significant  increase  in  the  percent 


of  the    U.S.    experiencing   much- 
above-normal  temperatures. 

At  the  global  level,  v-ery 
rate  measurements 
National  Oceanic 
and  Atmospheric 
Administration  satel- 
lites show  virtually  no 
increase  in  the  earth's 
average  temperature 
over  the  past  18  years. 
Yet  the  original  climate 
computer  models  used 
by  the  global  warming 
crowd  predicted  that 
the  earth  should  have 
warmed  by  an  easily  detectable  0.3 
to  0.4  degrees  centigrade  over  that 
period  (see  chart,  p.  354). 


accu- 
made      by 


''Satellite  and  bal- 
loon data  show  that 
catastrophic  warm- 
ing is  not  now 
occurring,"  says 
Dr.  John  Christy. 


"The    satellite    and   balloon   data 
show    that    catastrophic    warming 
is    not    now   occurring,"    says    Dr. 
John      Christ)^,      a      professor      in 
the   Department    of 
Atmospheric    Science 
at    the    University'   of 
Alabama  in  Hunts\"ille. 
At       the       White 
House-summoned 
global  \\'arming  sum- 
mit,   Hillary    Clinton 
declared   that   "health 
problems  are  going  to 
get  worse  unless  we  do 
something   about   cli- 
mate change."  Tropical  diseases  like 
malaria  would  move   into  formerly 
temperate  areas  as  the  earth  warms. 


Birth  of  a  cause 


In  1896  Swedish  scientist 
Svante  Arrhenius  pub- 
lished an  article  in  the 
Philosophical  magazine  in 
which  he  calculated  that  a 
doabl'ng  of  the  atmo- 
sphen    concentration  of 
carbon  dioxide  would 
raise  die  earth's  average 
temperature  by  6  degrees 
centigrade.  Arrhenius  real- 
ized that  certain  gases,  like 
carbon  dioxide,  trap  heat 
energy  that  would  otiier- 


wise  escape  mto  space. 

Arrhenius'  work 
rem.ained  largely  ignored 
until  it  was  revived  in  the 
late  1950s  by  American 
scientists  Roger  Revelle 
and  Han  Suess.  At  Rev- 
elle's  suggestion,  a  perma- 
nent observatory  was  set 
up  during  the  Internation- 
al Geophysical  Year  1957- 
58  on  Mauna  Loa  in 
Hawaii  to  monitor  atmos- 
pheric carbon  dioxide. 
One  of  Revelle's  students 
was  Albert  Gore  Jr. 

Eventually  a  number  of 
climate  computer  models 


were  created.  The  early 
versions  of  these  models 
suggested  that  the  earth's 
temperature  might  rise  by 
between  5  and  9  degrees 
Fahrenheit  if  atmospheric 
concentrations  of  carbon 
dioxide  were  doubled. 
But  even  though  the 
models  have  been  refined, 
the  amount  of  predicted 
warming  has  not  material- 
ized. Even  today,  models 
don't  handle  critical  vari- 
ables, like  clouds,  tropo- 
spheric  water  vapor  and 
absorption  of  CO,  by  the 
oceans,  very  well.  "I 


believe  that  as  we  learn 
more  about  tiie  models, 
less  confidence  will  be 
placed  on  their  projec- 
tions," concluded  Arizona 
State  climatologist  Robert 
Balhng. 

Roger  Revelle,  just 
before  he  died,  declared  in 
a  coauthored  article  with 
Fred  Singer:  "  The  scientif- 
ic base  for  a^freenhouse 
warming  is  too  uncertain 
to  justify  drastic  action  at 
this  time  [emphasis  his]." 
By  then  Al  Gore  had 
stopped  paying  attention. 
He  had  his  issue.  -R.B.  Bi 
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customer 
here. 


Only  from  the  mind  of  Minolta 

comes  a  line  of  copiers  you'll  coll  the  Do-It-All. 
Presenting  the  new  Unlimited  Edition  CS/Pro 
high  volume  office  copiers. 

For  years,  Minolta  has  been  helping  you 
with  great  copiers.  Now  we'll  help  you  turn  out 
a  finished  product  any  way  you  wish 
:  '        with  finishing  technology  no  one  can  duplicate. 
Prepare  presentations  in  any  format. 
Generate  reports  hole-punched, stapled, 
sorted  and  stacked  in  unlimited  quantities. 

This  is  the  start  of  a  new  era  of 
copier  breakthroughs  from  the  mind  of  Minolta. 
And  we're  just  getting  started  finishing  off 
the  competition.  To  learn  how  you  can  finally 
Do-It  All,  contact  Minolta  today 

1  -800-9-MINOLTA  wwwMinoltaUSA  com 
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ADVERTISEMENT 


ith   AT&T, 

a   /laintenance  Giant 

\eeps  Its  Own  House  in  Order 


A/hen  ABM  Industries  incorporated  faced  a  business 
concern  in  its  janitorial  division,  managennent  knew  better 
than  to  sweep  the  matter  under  the  rug.  As  the  company 
surpassed  $1  billion  in  annual  sales,  the  complexity  of 
its  service  contracts  also  increased.  To  manage  them, 
ABM  urgently  needed  an  efficient,  cost-effective  way 
to  tie  its  ^  prawling  network  of  branch  offices  together 
"One  contract  with  a  national  bank  covers  six  of  our 
eic.ht  divisions  in  three  regions  of  the  country,"  says 
Anthony  Lackey,  assistant  vice  president  and  director  of 
computer  ser- 
vices at  ABM. 
"Having  a 
data  network 
that  lets  those 
offices  commu- 
nicate with 
each  other  and 
share  informa- 


Staying  Connected  for  Less.  At  the  sar 

time,  the  network  is  also  allowing  ABM  tcj 
cut  costs.  ABM's  largest  division,  janitorie 
services,  has  12  separate  processing  cen- 
ters. But  as  the  company  expands  the 
network,  says  Lackey,  "we  are  going  to 
be  able  to  take  the  information  processin| 
out  of  those  offices  and  put  them  into  a 
single  data  center  —  which  will  give  us  significant  cosl 
savings."  And  as  smaller  branch  offices  scattered 
throughout  the  U.S.  have  been  incorporated  into  the 
network,  this  has  eliminated  the  need  for  costly  point] 
to-point  leased  lines.  "We  were  spending  $60,000  a 
month  on  these  services,"  says  Lackey.  "We  cut  that 
in  half  with  Frame." 

The  Frame  Relay  Network  helps  ABM  keep  in  touch 

with  all  of  its  operj 
ating  divisions. 


y\^hen  ABM  Industries  faced  a  business  concern  in 


its  janitorial  division,  martar-^-*?^-*  *f-?^—  i---^--  f 


than  to  sweep  the  matter  under  the  rug. 


tion  became  essential." 

ABM  turned  to  AT&T  Managed  Network  Solutions 
(MNS)  to  install  and  manage  a  Frame  Relay  Network 
that  connects  nearly  90  of  the  company's  sites  through 
a  Wide  Area  Network  (WAN).  This  helped  them  avoid 
the  potential  headaches  and  drain  on  resources  if  ABM 
had  opted  for  an  in-house  solution.  "We  got  the  first  12 
sites  running  in  two  to  three  days,"  says  Lackey.  "AT&T 
made  what  would  have  been  an  arduous  task  for  us  — 
network  implementation  —  very,  very  easy." 

Someone  to  Lean  On.  Another  advantage  for  ABM 
was  that  responsibility  for  virtually  the  entire  enterprise 
(Wide  Area  Network)  could  be  turned  over  to  AT&T  — 
thereby  freeing  ABM  to  focus  on  what  it  does  best: 
taking  care  of  its  own  customers.  "We've  got  people 
using  our  system  well  into  the  night  for  service  dispatching 
to  our  customers,"  says  Lackey.  "Without  AT&T,  we 
would  have  had  to  hire  a  number  of  highly  skilled 
people  to  keep  these  systems  up  and  running." 

As  the  network  manager,  AT&T  provides  round-the-clock 
monitoring  and  fault  management  using  state-of-the-art 
technology  to  coordinate  the  prompt  resolution  of 
outages.  "AT&T  has  taken  over  the  burden  of  keeping 
the  network  operating,"  says  Lackey  "That  eliminated  a 
whole  set  of  worries:  If  there's  a  problem,  it's  AT&T's 
problem.  And  they  solve  it." 


which  include  air  conditioninci 
elevator,  engineering,  lightincl 
parking  and  security  services  for  thousands  of  commer| 
cial,  industrial  and  institutional  customers  in  hundreds 
of  cities  nationwide.  "Simply  stated,"  says  Lackey,  "the| 
Frame  Relay  Network  is  a  low-cost,  reliable  means  of 
connecting  our  offices  all  across  the  country." 

Frame  Relay  Aids  Innovation.  As  ABM  grows,  so  will 
the  data  network.  It  will  provide  an  avenue  for  integrat- 
ing all  of  the  company's  business  solutions  —  those 
it  can  foresee  in  the  coming  years,  and  even  those  it 
cannot.  "From  a  communications  perspective,  our 
divisions  used  to  operate  as  eight  separate  entities," 
says  Lackey.  "The  AT&T  network  has  created  a 
communications  infrastructure  that's  consistent 
across  all  of  our  businesses." 

The  system  also  gives  ABM  the  infrastructure  it  needs 
to  implement  efficient  business  solutions,  such  as  a  nev 
centralized  processing  system  for  tracking  total  daily 
labor  for  large  contracts.  Without  the  network,  reporting 
this  information  would  have  involved  daily  toll  calls  frorr 
every  job  site,  costing  ABM  in  excess  of  $500,000  annually 
With  Frame  Relay  Service,  the  connection  begins  with 
a  toll-free  call  to  the  local  branch  office,  which  is  then 
connected  to  the  processing  center  over  the  Frame 
Network.  Says  Lackey,  "That's  made  it  possible  to  imple 
ment  a  very  good  project  that  would  otherwise  have 
been  unaffordable." 


Lynn  Morrissey  is  a  New  York-based  journalist  specializing  in  business 
and  technology  topics. 
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what's  your        .      I 
network  worth?! 


AT&T 

Data  Networking 

solutions 


Are  you  getting  the  most  out  of  your  data  network?  The  AT&T  Data  Networking  Solutions  team  can  work  with  your 
IT  specialists  to  make  your  network  a  more  valuable  asset.  Our  technical  experts  are  trained  to  work  with  yours  to 
i  gain  insight  into  your  specific  network  needs.  By  custom-fitting  technologies  and  increasing  your  network's  flexibility, 
our  team  can  help  you  better  manage  your  vital  data  to  do  things  like  streamline  business  processes  and  improve 
customer  service.  All  of  which  benefits  your  bottom  line.  To  learn  more  about  our  team  and  services,  visit  us 
www.att.com/data  or  have  your  IT  team  call  us  at  I  800  248-3632.  It'll  be  worth  your  while. 


t's       all       within       your       reach 


The  report 
that  nobod^ 
reads 


What  if  it  turns  out  that  the  globe  isn't 
warming  because  too  many  people  are  making 
too  many  things  and  driving  too  many  cars? 
Peter  P.  Rogers,  Ph.D.,  a  Harvard  environ- 
mental scientist  respected  by  businesspeople 
and  enviros  alike,  gave  us  his  insight. 

We  asked  Rogers  about  the  document  that 
most  environmentalists  point  to  for  scientific 
support  of  their  global  warming  thesis:  a 
report  released  in  1995  by  the  2,500  scientists 
on  the  United  Nation's  Intergovernmental 
Panel  on  Climate  Change. 

Doesn't  this  document  conclude  that 
human  activit}'  raises  the  CO,  levels,  thus  rais- 
ing the  temperature.' 

Rogers  replies  with  a  simple  question:  Have 
you  read  the  report?  He  kno\v's  the  answer.  Of 
course  not.  Hardly  anyone  has  or  ever  will. 
The  report  consists  of  almost  2,000  scientifi- 
cally dense  pages — a  few  too  many  for  your 
average  nightly  news  reporter. 

But  Rogers  has  read  most  of  tlie  opus,  and 
reports  that  its  conclusions  aren't  what  most 
people  think.  "It  says  we  [scientists]  aren't 
sure  what  is  happening,  and  we  need  at 
least  five  more  years  to  study  the  problem," 
says  Rogers. 

Most  of  the  media  comment  derives  from 
readings  of  the  weight)^  tome's  seven-page 
executive  summary.  The  summary,  unlike  the 
document  itself,  isn't  at  all  uncertain.  It  says 
the  balance  of  evidence  suggests  a  human 
hand  in  global  warming. 

"The  summary,  which  everyone  reads,  bears 
Htde  relationship  to  the  actual  report,  which 
was  written  by  the  scientists,"  says  Rogers. 

Who  wrote  the  summary.'  Politics  rears  its 
head  here.  One  of  the  major  contributors  was 
Robert  Watson,  then  the  associate  director  of 
environment  at  the  White  House  Office  of  Sci- 
ence &  Technology  PoUcy,  a  Gore  appointee. 

Didn't  the  IPCC  executive  committee  vote 
to  approve  the  summary.^  Yes,  says  Rogers, 
but  the  committee  members  were  chosen  for 
political  reasons,  not  for  their  qualifications  as 
environmental  scientists.  Regional,  racial  and 
gender  diversity  were  paramount.  "Instead  of 
looking  for  an  expert  in  a  field  of  study,  the 
panel  needed  to  fill  a  position  with  an  Afiican 
scientist  or  a  woman.  Debates  were  judged  by 
votes  rather  than  reasoning." 


Haven't  2,500  scientists  endorsed  the  U.N.'s 
*5'obal  warming  hypothesis.*  Not  really. 
The  alleged  endorsement  is  only  in  a  summary 
report  written  by  Al  Gore  appointees. 


Haven't  half  of  the  wodd's  living  Nobel 
laureates  in  science  signed  a  petition  con- 
demning global  warming.^  Yes,  says  Rogers, 
and  most  of  the  laureates  are  nice  people  and, 
for  the  most  part,  good  scientists,  but  few 
know  much  about  environmental  science  or 
climate  change.  "Most  of  these  Nobel  laure- 
•'  ates  are  busy  people,"  says  Rogers.  "They 
aren't  going  to  spend  all  of  their  time  learning 
about  climate  change." 

Of  the  three  climatologists  who  have  won 
Nobel  prizes,  two  are  not  champions  of  global 
warming,  he  says. 

As  Rogers  sees  global  warming,  the  only 
thing  we  know  is  that  the  level  of  carbon 
dioxide  in  the  earth's  atmosphere  is  rising. 
Environmentalists  assert  that  this  is  caused  by 
burning  fossil  fijels  for  energy  and  electricity. 
The  burning  produces  CO,  emissions  as  a  by- 
product; the  rising  CO,,  in  turn,  traps  heat  in 
the  atmosphere  and  causes  the  temperature  in 
the  earth  to  rise. 

Rogers  says  this  is  a  credible  hypothesis  but 
no  more.  It  might  be  right.  Or  it  might  not. 
"Rising  CO^  could  also  be  due  to  something 
we  don't  know  about,"  he  says. 

Rogers  says  the  key  is  the  top  10  centime- 
ters to  10  meters  of  the  world's  oceans.  The 
oceans  hold  most  of  the  thermal  mass  of  the 
earth;  the  temperature  affects  CO,  absorption. 
It  is  a  process,  Rogers  emphasizes,  that 
science  does  not  yet  understand. 

Most  scientists  agree  that  ocean  currents 
and  winds  play  a  big  role — but  these  factors 
are  not  even  included  in  the  computer  models 
that  forecast  global  warming. 

So  complex  is  the  environment,  and  so 
primitive  the  models,  that  critical  informa- 
tion, such  as  the  existence  of  the  Great  Lakes 
or  the  Sierras,  is  routinely  left  out.  Absurd 
results  include  a  forecast  of  flooding  in  Death 
Valley.  Another  model  predicts  that  due  to 
higher  CO,  levels  100  years  hence,  rainfall  in 
the  Midwest  could  rise  by  15% — or  fall  by 
diat  amount. 

Most  of  the  global  warming  models  do  not 
include  the  most  important  factor  in  deter- 
mining the  earth's  temperature:  cloud  cover, 
which  accounts  for  the  majorit)'^  of  the 
changes  in  the  atmosphere's  temperature 
over  time. 

For  years  this  glaring  omission  has  been 
denounced  by  the  abrasive  and  brilliant  MIT 
meteorologist  Richard  Lindzen.  Rather  than 
address  Lindzen's  critiques  of  their  models, 
the  climatology  communit}'  has  stopped  invit- 
ing him  to  their  conferences. 

-Christine  Hill  !■ 
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Dr.    Sidney    Shindell,    professor  cheaply  in  the  future  than  now. 
emeritus  at  the  Medical  College  of         Scientists  like  North  realize  that 

Wisconsin's         Department         of  the  action  advocated  by  the  global 

Preventive  Medicine  and  an  expert  on  warming  crowd  will  be  both  expen- 

malaria,  points  out  that  malaria  and  sive    and    economically    disruptive. 


dengue  fever  are  not  confined  to 
warm  areas.  And  malaria  was  elimi- 
nated not  because  the  climate 
changed,  but  because  malaria-carry- 
ing mosquitoes  were  controlled  by 
public  health  measures  such  as  drain- 
ing swamps — oops!  I  mean  wet- 
lands— the  widespread  use  of  ddt, 
and  putting  screens  in  windows. 

Studies   do   show   that,   globally, 
winter  nighttime   temperatures   are 


CUnton/Gore  propagandists  have 
tried  to  disarm  that  argument  by 
claiming  that  economic  stimulus 
from  adopting  energy-efficient  tech- 
nologies will  more  than  offset  the 
costs  of  reducing  carbon  emissions  to 
a  U.N.-proposed  1990  level  by  2010. 
At  the  White  House  Conference, 
the  Administration  rounded  up  a 
group  of  businesspeople  who 
allegedly    support    Administration 


getting  slighdy  warmer.  There  is  no  plans  to  cut  hydrocarbon  use.  Nearly 

evidence  that  summer  daytime  tem-  all  of  them  were  from  small  compa- 

peratures  in  the  U.S.  have  increased  nies  that  would  benefit  direcdy. 
at  all.  Higher  winter  nighttime  tem-  "They  [the  global  warming  crowd 

peratures  are   not  a  disaster.   That  and  Gore]   are  essentially  claiming 

would  mean  longer  growing  seasons,  that  there  are  $20  bills  laying  on  the 


are   we 

to    "do 

about 

> 


for  one  thing 
Why,  then 
being  urged 
something" 
global  warming.^  H.L. 
Mencken  has  given  us 
one  reason.  Another 
reason  is  that  anti-busi- 
ness elements,  no 
longer  able  to  advocate 
government  control  as 


In  the  next  couple 
of  decades,  emis- 
sions of  developing 
countries  will 
rise  to  60%  of 
the  total. 


ground  that  nobody's 
picking  up,"  har- 
rumphed  economist 
David  Montgomery, 
who  has  been  very 
involved  in  working 
on  the  economic 
impacts  of  climate 
change  at  the  consult- 
ing firm  Charles  River 
Associates.  Adds  Paul 


"is 


a  path  to  social  justice,  have  wrapped     Portney,  head  of  Resources  for  the 

themselves  in  a  green,  leafy  banner.       Future,     an     independent     Wash- 

"The  green  movement,"  says  Jerry     ington-based  think  tank.   "If  there 

Taylor,  director  of  Natural  Resource      truly  are  these  big  energy  savings  out 

there  now,  why  aren't  companies 
and  consumers  already  taking  advan- 
tage of  them?" 

Officially  the  CHnton  Admin- 
istration claims  that  hydrocarbon 
consumption  can  be  cut  to  levels  to 


Studies  at  the  Cato  Institute, 
genetically  hard-wired  to  find  confir- 
mation of  their  fears  in  nearly  any 
theory  or  hypothesis  that  claims  that 
industrialized  society  is  living  on  bor- 
rowed environmental  time.  Global 
warming  is  just  the  latest  and  biggest     be  negotiated  at  the  United  Nations 


of  these  scares. 

Even  scientists  who  take  the  threat 
somewhat  seriously  shy  from  advo- 
cating drastic  action  now.  "I  think 
it's  too  early  to  start  action  now," 
says  Gerald  North,  head  of  the 
Department  of  Meteorology  at 
Texas  A&M.  "I  believe  we  have  a 
decade  or  so  in  which  we  can  collect 
data  and  refine  our  models  before  we 
have  to  act." 

So  even  if  the  alarmist  climate 
models  turn  out  to  be  right,  techno- 


meeting  in  Kyoto,  Japan  next  month 
at  a  cost  to  the  U.S.  of  just  4  0.1% 
reduction  in  GDP. 

Interestingly,  the  Administration's 
allies  in  the  AFL-cio  are  sitting  this 
one  out.  Union  economists  think 
the  costs  will  be  much  higher  than 
the  Administration's  rosy  guesses. 
They  also  worry  that  job  losses  could 
range  from  1.2  million  to  1.8  million 
(see  table,  p.  348). 

In  October,  the  economic  model- 
ing group  WEFA  concluded  tiiat  reduc- 


logical    innovations    and   judicious  mg  CO,  emissions  to  1990  levels  by 

capital  investment  will  make  it  possi-  2010  would  force  consumers  to  pay 

ble  to  reduce  carbon  emissions  more  55%  more  in  real  dollars  for  heating 
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oil;  50%  more  for  natural  gas;  48% 
more  for  elcctricitx';  and  36%  more  for 
gasoline.  dri/McC- raw- Hill  conclud- 
ed in  September  chat  holding  emis- 
sions to  the  '  •v'O  level  would  raise 
gasoline  pri<      co  $1.73  per  gallon. 

If  the  d  -loping  countries  don't 
agree  to  amits,  then  many  U.S. 
industin.  will  simply  move  to  coun- 
tries w'.cre  energ}'  prices  are  lower.  A 
study  by  the  Argonne  National 
Laboratory  concluded  that  increased 
energ\'  costs  "will  de^'astate  the  U.S. 
steel  industry,"  and  "production  will 
simply  be  shifted  to  developing 
countries." 

At  the  Wlate  House  conference, 
Bill  Clinton  made  a  statement  he 
would  never  dare  make  on  the  cam- 
paign trail:  "We  need  to  raise  the 
price  of  carbon-based  products." 
Jessica  Mathews,  president  of  the 
Carnegie  Endowment  for  Inter- 
national Peace,  agreed,  saying:  "En- 
erg}'  is  just  too  cheap." 

Next  month's  U.N.  meeting  in 
Kyoto  is  the  result  of  a  process  that 
began  when  President  George  Bush 
signed  the  U.N.'s  Framework 
Convention  on  Climate  Change  at 
the  Earth  Summit  in  Rio  de  Janeiro 
in  1992.  The  nations  of  the  world 
agreed  to  take  voluntary  steps  to 
reduce  our  emissions  of  greenhouse 
gases  to  1990  levels  by  the  year 
2000.    But  they  later  exempted  130 


developing  countries,  including  would  cause  significant  economic 
China,  India,  Brazil,  Me.vico  and  harm  to  the  U.S.  would  also  not  be 
Indonesia    from    having    to    reduce      ratified. 

their  emissions.  Right  now,  develop-  Look    for    some    grandstanding, 

ing  countries  account  for  40%  of  the      howe\'er,  by  the  European  countries. 

The   European   Union 

''We  have  a  decade 


emissions  that  human- 
ity puts  into  the 
atmosphere,  but  in 
the  next  couple  of 
decades  their  emis- 
sions will  rise  to  60% 
of  the  total,  swamping 
any  reductions  that 
the  OECD  countries  do 
make.  In  fact,  by 
2015,  China  will  be 
the  world's  largest  emitter  of  carbon 
dioxide. 

Bill  Clinton  now  says:  "We  will  ask 
all  nations,  developed  and  develop- 
ing, to  join  us  to  meet  the  chal- 


or  ^o  in  which  we 
can  collect  data 
and  refine  our 
models  before  we 
have  to  act." 


has  offered  to  cut  CO^ 
emissions  bv  15%  I 
below  the  1990  level. 
Big  deal.  They  will 
count  as  reductions 
the  steep  cuts  that 
Germany  has  already 
made  as  a  result  of 
shutting  down  the  for- 
mer East  Germany's 
extremely  dirt>'  industries,  and  the 
fact  diat  Great  Britain  has  shut  down 
its  coal  mines  and  switched  to  North 
Sea  natural  gas  to  generate  electricit}'. 
Thus,  the  Europeans  would  be  able 


lenge."    To   which   the    developing     to  meet  their  targets  in  an  economi- 


countries  have  responded  with  a 
great  big  raspberry.  They  argue  that 
they  should  not  be  required  to 
reduce  their  emissions  since  they  are 
not  the  ones  who  put  the  extra  CO, 
in  the  atmosphere  in  the  first  place. 


cally  painless  way,  while  putting 
severe  restraints  on  their  internation- 
al competitors,  namely,  the  U.S., 
Japan  and  Australia. 

Old  H.L.   Mencken  would  have 
gotten  a  real  kick  out  of  that  bit  of 


In  July,  the  U.S.  Senate  passed  the     political  faker)-.  He  would  have  seen 
Byrd-Hagel  Resolution  95  to  0.  The     it  for  what  the  whole  thing  really  is: 


resolution  declares  that  the  Senate  will 
not  rmfy  any  treat)'  which  would 
require  the  U.S.  to  obser^-e  legally- 
binding  restrictions  on  greenhouse 
gases  while  exempting  as  many  as  130 
developing  countries.  A  treat)-  that 


a  desperate  effort  by  big-govern- 
ment boys  to  grab  themselves  a  nice 
chunk  of  power  and  patronage.    ^M 

Ronald  Bailey  is  a  freelance  television  producer 
and  writer  in  Washington,  D.C. 


What  global  warming? 


Global  temperature  departures  (X) 
0.8 


Satellite  observations 


General  circulation  model 
predicted  temperatures 


•80  '82  '84  '86  '88  '90 


Source:  Woria  Climate  Report. 


Accurate  satellite 
measurements 
show  virtually 
no  warming  over 
the  last  18  years. 
The  original 
climate  computer 
models  predicted 
that  the  planet 
should  have 
warmed 
by  an  easily 
detectable  0.3 
to  0.4  degrees 
centigrade. 
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The  SAP/Stevie  Wonder  Vision  Awards. 

SAP  and  Stevie  Wonder  have  come  together  to  create  the  SAP/Stevie  Wonder  Vision  Awards  program.  The 
program  wiU  recognize,  encourage  and  reward  those  who  are  using  or  developing  technology  to  help  integ. 
|f    blind  and  visually  impaired  individuals  into  the  workplace. Through  the  SAP/Stevie  Wonder  V-ic a 
Awards,  the  vision  of  a  few  can  help  the  world  to  see.  The  program  wiU  designate 
iwards  in  three  categories:  Product  of  the  Year,  Pioneer  of  the  Year,  and  Role  Model 
Drgamzation  of  the  Year.  For  information  on  becoming  a  sponsor  or  nominating  an  individual 
3r  organization  for  an  award,  visit  us  at  wwwsap.com/vision  or  call  1-800-283-lSAP.    A  Bern.  Reunu  Ou  /«/o.,.u.o„f 

„     ,  ,-        ,  ,    .,v,  •,.  n,  ,rk  of  SM>  ^G  All  Other  ptoducB  or  compjni<->  mentioned  ni  tlin  .ld^vrtlseme^t  may  he  the  r>-,!iMeiv>l  ot  >nitej..tervd  tradenuAs  ot  th«t 

iAf.  R/1  and  the  SAP  logo  ,te  .he  teg,«crcd  ot  ontegiHeted  ttnden.atk*  of  SAP  At;,  A  BcK,  K.-...™  0„  InlomM.c,  „  .,  servt.c  n,.,tk  ol  SAl  M.  All  ptoauct,  v 

tipettive  eompaniei  and  ate  heteby  acknowledged,  C I W7  SAP  Ametica.  Inc.  All  riglm  tesetwd. 
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Canadian  TV  magnate  Izzy  Asper  has  cleaned  up 
by  broadcasting  stuff  that  the  highbrows  scorn. 

Bai^ain-basemeiit 
broadcaster 


By  Jose  Aguayo 


CanWe-t's  Israel  (Izzy)  Asper 

"Rupert  is  willing  to  bet  the  shop.  I'm  not." 


Israel  (Izzy)  Asper  should  be  ver) 
glad  that  voters  in  1973  rejected  the 
Liberal  part)',  of  which  he  was  then  2 
legislator  and  part)'  leader  in  Manito 
ba.  Asper  quit  politics  for  business 
and  became  rich.  And  he  became  rich 
in  good  part  because  of  what  that 
electoral  defeat  taught  him.  "I 
became  mightily  aware  that  commu- 
nication was  what  it  [politics]  was  all 
about,"  Asper  says. 

He  went  on  to  make  a  fortune  by 
learning  how  to  communicate  with 
ordinary  people.  Here's  how: 

In  the  mid-1970s  the  Cana- 
dian government  began  grant- 
ing licenses  for  new  indepen- 
dent television  stations.  In 
1974  Asper  and  a  group  of 
investors  acquired  a  new 
license  for  Winnipeg.  There 
was  at  the  time  an  independent 
station  in  Pembina,  N.D.  that 
targeted  the  Winnipeg  market. 
Playing  hardball,  Izzy  told  the 
station's  owner  that  he  would 
compete  against  him  with 
identical  programming  unless 
he  sold  out.  The  station  owner 
capitulated.  Asper  trucked  the 
equipment  to  Winnipeg  and 
went  on  the  air  for  an  invest- 
ment of  just  C$3.7  million, 
with  a  potential  competitor 
out  of  the  way. 

Asper  quickly  became  a 
master  at  giving  viewers  what 
the  competition  doesn't  and 
doing  it  cheaply.  He  avoids  the 
high  bidding  for  rights  to 
sporting  events.  Let  the  net- 
work stations  have  that.  He 
focuses  on  sitcoms,  dramas  and 
soaps.  Today  Asper  is  the 
majorit}'  shareholder  in  Can- 
West  Global  Communications 
Corp.,  an  operator  of  rv^  sta- 
tions in  Canada,  Australia  and 
New  Zealand.  Still  based  in  the 
windswept  prairie  city  of  Win- 
nipeg, Manitoba,  CanWest  is 
expected  to  report  revenues  of 
$600  million  in  U.S.  dollars 
this  year.  Its  cash  flow  should 
reach  $200  million. 

With  his  56%  interest  in 
CanWest,  the  onetime  politi- 
cian is  a  billionaire,  based  on 
the  market  value  of  the  nyse- 
listed  stock. 
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We've  got  good  news  and  better  news. 

Let's  start  with  the  good  news: 
Freeport-McMoRan  Copper  &  Gold  has 
begun  an  expansion  of  its  mine  and  mill 
facilities  in  Indonesia.  The  optimum 
rate  following  this  expansion  is 
expected  to  be  at  least  190,000  to 
200,000  metric  tons  of  ore  per  day, 
subject  to  certain  approvals.  Yet  even  at 
this  expanded  rate,  we  will  still  have 
almost  30  years  of  proven  reserves. 

Now  the  better  news:  the  Company 
has  successfully  identified  new  areas  of 
potentially  significant  high-grade 
mineralization  within  an  area  called 
the  "golden  triangle."  This  area 
encompasses  our  existing  ore  reserves 


Changes  In  Gross  Reserve  Position 
1986  To  1996 

Gold      ■■  1-0 
(MM/oz) 

Copper 
(B/lbs) 


and  is  in  close  proximity  to  our  mill 
where  we  and  our  partners  have  the 
exclusive  mining  rights. 

Increases  in  proven  reserves  resulting 
from  our  continuing  exploration  of  these 
promising  high-grade  mineralized  areas 


in  the  "golden  triangle"  could  further 
enhance  the  value  of  our  Company  and 
improve  our  profitability. 

Freeport-McMoRan  Copper  &  Gold 
remains  among  the  largest  and  lowest- 
cost  producers  of  copper  and  gold  in  the 
worid.  We're  committed  to  increasing 
production,  aggressive  exploration  and 
creating  shareholder  value,  while 
remaining  socially  and  environmental! n 
responsible.  To  learn  more  aboui 
Freeport-McMoRan  Copper  &  G-^iu. 
call  or  write  today. 

FREEPORT-NICMaRAN 

Copper  &  Gold 

A  Natural  Leader® 


® 


For  a  copy  of  our  annual  report,  call  1-800-518-2002  or  write  Freeport-McMoRan  Copper  &  Gold  Investor  Relations.  Dept.  C-7.  P.O.  Box  61 1 19,  New  Orleans.  I  V 
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THOUGHT? 

If  a  thought  is  on  paper,  does 
that  thought  become  more  real? 


Does  it  then  have  a  life  of  its 


own?  Why  is  it  that  a  thought  feels 


good  to  hold,  like  a 
document  in  your  hand, 


^^aC 


mage 


'An  Y  WARE' 


or  under  your  arm  or  even  under 
a  pen?  Does  thought  improve  if 
it's  altered  by  another  human's 
perspective?  Is  a  thought  better 
if  it  is  shared  with  many  people? 
Where  is  thought  if  it  never 


leaves  the  thinker? 


imageANYWARE^"  from  Canon 
The  new  paradigm  for 
the  digital  workplace. 


Canon 


FROM       MIND       TO       MATTER 


1-800-OK-CANON ,  www . usa . canon . com 


Think  of  him  as  a  kind  of  bargain- 
basement  shopper.  Bargain-basement 
merchandise  ma;  need  some  work, 
but  the  price  is  tight.  To  improve  rat- 
ings and  margins,  Asper  counterpro- 
grams  the  ompetition,  offering  sit- 
coms instead  of  documentaries,  daily 
sports  5  nmaries  instead  of  live 
games,  ad  shows  like  Frasier  instead 
of  The  Fifth  Estate^  a  Canadian  ver- 
sion o^ 20/20.  Lowbrow?  Maybe,  but 
the  alternative  is  pretty  crowded — 
and  extremely  expensive. 

The  Canadian  government  Hmits 
prime-time  programming  to  no  more 
than  50%  foreign  content.  That 
means  Canadian  stations  must  run  a 
lot  of  high-toned  stuff  nobody  wants 
to  watch.  Asper  imports  U.S.  hits  like 
Seinfeld.,  The  Simpsons  and  The  X- 
Files.,  promotes  them  heavily  and  runs 
them  against  the  bland  Canadian  fare 
competitors  offer,  such  as  the  Cana- 
dian Broadcasting  Co.'s  Man  Alive,  a 
documentary. 

Can  West  now  has  one  of  the  high- 
est broadcast  operating  margins  in 
Canada,  averaging  mid- 30%,  com- 
pared with  40%  to  50%  in  the  U.S. 
With  eight  stations  across  Canada,  it 
operates  w'hat  is  effectively  the  nation's 
third  network,  after  the  government- 
o^vned  CBC  and  privately  held  CT\^ 

In  1991  Asper  began  to  expand 
beyond  the  Canadian  border,  buying 
a  20%  interest  in  a  bankrupt  tele\ision 
nersvork  in  New  Zealand  that  com- 
petes with  two  government- owned 
networks,  later  increasing  his  owner- 
ship to  68%.  In  1992  CanWest  added 
Australia,  paying  C$45.8  million  for 
57.5%  of  Net\vork  Ten.  With  Asper's 
proven  counterprogramming  formu- 
la. Network  Ten  is  now  Can  West's 
biggest  moneymaker,  with  cash  flow 
of  $114  million.  Today  CanWest  gets 
roughly  half  its  revenues  from  New 
Zealand  and  Australia. 

In  mid-October  CanWest  bought 
just  under  8%  of  Ulster  Television 
Pic.  in  Northern  Ireland.  He  is  also 
on  the  prowl  for  U.S.  properties. 
"We  sincerely  want  to  be  in  the 
largest  English-speaking  market  in 
the  world,"  he  says. 

But  Asper  says  he  is  in  no  rush  to 
le\'erage  up  and  overpay  in  this  glitzy 
business.  "We  are  cautious,"  Asper 
says.  "Rupert  [Murdoch]  is  willing  to 
bet  the  shop.  I'm  not."  ^ 


People  are  so  anxious  to  find 
the  next  Berkshire  Hathaway 
that  they're  buying  artfully  constructed  copies. 

Faux  Buffett 


By  Bruce  Upbin 

To  HIS  BELIEVERS,  Prem  Watsa,  47, 
looks  like  Canada's  version  of  Warren 
Buffett.  An  immigrant  from  India,  he 
espouses  Ben  Grahamian  principles 
and  writes  folksy  annual  reports.  He 
has  modeled  his  company,  C$1.5  bil- 
lion (1996  revenues)  Fairfax  Financial 
Holdings  Ltd.,  after  Buffett's  Berk- 
shire Hathaway.  Just  like  Berkshire, 
Fairfax  doesn't  pay  dividends  and 
never  does  a  stock  split.  At  C$372, 
the  company  is  the  most  expensive 
stock  on  the  Toronto  Exchange. 

Yep,  Fairfax  is  also  into  insurance. 
Like  Buffett,  Watsa  understands  how 
a  smart  investor  can  exploit  the  float. 
Fairfax,    accordingly,    owns    ten 
property  and  casualty  insurers, 
whose  huge  reserves  he 
uses  to  play  the  stock 
and  bond  markets. 

Watsa  can  point  to  a 
Buffett-style  return.  Fair- 
fax's book  value  per  share 
has   risen   at   a   40% 
annual      rate      since 
Watsa,  who  started  out  in 
the  late  1970s  as  a  money  man- 
ager at  a  Toronto  life  insurer,  took 
over  in  1985. 

There's  one  big  difference. 
Berkshire  Hathaway's  share- 
holders are  a  bit  breathless, 
having  priced  Berkshire  shares  at 
twice  their  liquidating  value.  Fairfax's 
holders  seem  to  live  in  tulip-bulb  ter- 
ritory. They  think  Fairfax  is  worth 
three  times  book.  The  shares  have 
more  than  quadrupled  since  1994. 
That  makes  Watsa's  15%  of  the  com- 
pany worth  CS648  million. 

All  this  is  great  news  for  investors 
who  got  in  earl}'.  New  investors,  who 
may  be  dazzled  by  Watsa's  record, 
should  proceed  \\'ith  caution.  The 
tremendous  growth  in  book  value  per 
share  at  Fairfax  comes  from  decided- 
ly un-Buftett-like  transactions.  Buffett 


increases  his  book  value  by  buyinj 
solid  companies  and  letting  thei 
grow.  Watsa  does  it  by  issuing  new] 
shares.  In  the  last  two  years  he  has! 
increased  the  number  of  commoni 
shares  outstanding  by  25%. 

Whenever  a  company  trading  at  a  I 
premium  to  book  value  issues  new 
shares,  whether  from  a  secondary 
offering  or  in  the  course  of  an  acqui- 
sition, the  book  value  per  share  goes  j 
up.  Why? 


With  the  book  value  per  share  at 
about  CS120,  the  issuance  of  a  new 
share  at  the  market  price  of  CS372 
creates  CS252  of  surplus  value,  which 
is  spread  around  to  all  shareholders. 
WTien  the  dust  settles,  the  book  value 
per  share  \\'inds  up  north  of  C$120. 

It's  a  neat  trick.  Imagine  that 
there  are  exactly  1,000  shares  out- 
standing and  a  companv  has  a  net 
worth  01X5120,000,  or'CS120  per 
share.  The  companv  sells  another 
1,000  shares  at  CS'200.  Now  the 
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Hot  Watsa 

Investors  love 
Prem  Watsa. 
They're  buying 
his  Fairfax  shares 
as  fast  as  he  can 
issue  them.  Have 
they  ever  noticed 
how  far  beyond 
boolt  value 
those  shares 
have  gone? 


company's  net  worth  becomes 
C$320,000,  or  C$160  a  share.  Wow! 
A  33%  increment  to  net  asset  value. 

If  you  were  naive  enough  to  think 
that  the  gain  in  book  value  from 
C$120  to  C$160  represents  genius 
on  the  part  of  management,  you 
might  be  tempted  to  bid  the  shares 
up  well  beyond  their  already  steep 
price  of  C$372.  And  then  the  clever 
managers  could  sell  still  more  shares 
at  a  still  higher  price.  Tulip-bulb  time. 

Since  1993  Fairfax  has  peddled 
almost  C$500  million  worth  of  stock, 
mosdy  to  pay  for  acquisitions  of  three 
sickly  reinsurance  outfits:  Compagnie 
Transcontinentale  de  Reassurance, 
Skandia  America  Reinsurance  Corp. 
and  Sphere  Drake  Holdings  Ltd.  So 
sickly  are  they  that  they  sold  out  to 
Watsa  at  discounts  below  book  value. 

When  you  buy  for  less  than  book 
value  these  days,  you  don't  get  prime 
properties.  Each  of  these  acquired 
companies  has  problems.  None 
makes  any  money  on  its  underwrit- 
ing. Skandia  and  Sphere  Drake  both 
have  hefty  long-term  asbestos  and 
environmental  liabilities.  CTR  and 
Skandia  also  have  significant  exposure 
to  bad  debt  on  what  they  hope  to 
recover  from  their  own  reinsurers. 

Watsa  hopes  to  protect  himself 
against  these  risks  with  the  C$230 
million  reserve  he  carries  on  his 
books  in  the  form  of  negative  good- 
will. That  came  from  buying  the 
insurers  below  book  value.  Watsa  can 
play  this  reserve  two  ways:  as  a  cush- 
ion to  offset  future  underwriting 
problems,  or  to  add  to  earnings  when 
and  if  he  deems  future  risks  insignifi- 
cant. But  remember:  Either  way,  it's 
just  a  bookkeeping  item. 

Fairfax  has  no  shortage  of  under- 
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writing  headaches  already.  Including 
this  year,  it  has  had  an  underwriting 
loss  in  four  of  the  last  five  years.  An 
underwriting  loss  means  that  insur- 
ance policies  yield  less  in  premiums 
than  they  are  projected  to  cost  in 
eventual  claims  and  other  costs.  The 
only  thing  saving  Fairfax  from  red  ink 
is  investment  income.  Contrast  Berk- 
shire Hathaway,  which  has  turned  a 
profit  on  its  underwriting  in  each  of 
the  past  five  years. 

Just  how  good  are  Fairfax's  profits.^ 
Not  great.  Pretax  income  last  vear 
was  C$18.40  a  share,  but  C$13.37  of 
that  represented  pretax  capital  gains. 
Back  out  the  capital  gains,  and  you 
have  an  insurer  trading  at  74  times 
pretax  earnings.  Moreover,  Fairfax's 
net  income  was  increased  by  C$2  per 
share — the  effect  of  tax-loss  carryfor- 
wards and  nontaxable  offshore  invest- 
ment income.  Those  tax  benefits 
can't  last  forever. 

Nor  can  the  capital  gains.  As  of 
June  only  14%  of  Watsa's  C$4.2  bil- 
lion portfolio  was  in  common  stock, 
down  from  25%  in  1992.  Watsa 
deserves  kudos  for  participating  in 
the  bull  market  and  may  prove  to  be 
prescient  in  getting  out  now.  But  his 
shares  do  not  deserve  a  huge  premi- 
um on  the  theory  that  he  can  keep 
pulling  capital  gains  out  of  the  hat. 

What's  Watsa's  take  on  all  this.'  We 
don't  know.  The  guy  keeps  a  low 
profile.  We  mean  really  low.  He  never 
grants  interviews  and  hasn't  been 
photographed  by  the  press  since  the 
early  1980s.  John  Varnell,  Fairfax's 
chief  financial  officer,  says  only  this: 
"We  prefer  to  let  the  results  speak  for 
themselves."  They  do  speak,  but  not 
perhaps  the  message  Watsa  wants  to 
convey.  1^ 


Because  it  haslBajBricallv  moved  in 
the  opposite  direGwjj|pf  stocks  and 
bonds,  gold  is  a  vital  as^fa  hold  in  con- 
junction with  paper  invelBtots  in  order 
to  reduce  risk  and  volatiM'^^- 

In  the  U.S.,  more  in 
the  American  Eagle  gold  bulli 
than  any  other  bullion  coin  in  the ',  _ 
American  Eagles  are  the  only  bullion" 
coins  backed  by  the  U.S.  Government  for 
weight  and  content.  Guaranteed. 

Blanchard  and  Company  is  one  of 
Americas  largest  and  most  respected 
precious  metals  dealers.  We  sell 
American  Eagles  at  just  1%  above  our 
cost.  Call  1  800-880  4653  to  order. 

18008804653 

/'/ease  Ask  For  Extension  700 
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Laucaia  isiand. 


Vacation  in  a  private  p:radLse,  as  tropical  and  secluded 
as  ;uiy  undiscovered  island.  Visit  Laucaia,  a  Forbls 
Magazine  Soutli  Pacific  Propert\'  in  tlie  Fiji  Isles. 

This  pristine  paradise  offers  tlie  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  ishmd's  private  fishing  boat.  Relax  b\' 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucaia  is  the  ultimate  vacation  experience  — 
the  finest  amenities  witliout  tlie  fonnalities.  All 
this  for  just  $2,495  pp  for  8  da\-s  and  7  niglits 
(plus  Fiji  tax).  And  tliat  includes  everytliing.  Wit'^ 
its  own  private  ninway  and  dmly  scheduled  c  ; 
mercial  flight,  Laucaia  is  the  perfect  getaway 

For  more  informaticn, 
call1-800-F0RBES-5. 
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AirTouch  and  the  wireless  revolution. 


The  fiiture  is  always  calling. 
What  sets  Aiflbucn  apart  is, 

they're  listening. 
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Back  in  1984  the  future  of  telecommunications 
arrived  in  a  way  no  one  could  ignore.  Because 
that  was  the  year  that  AT&T  broke  up  into  the  Baby 

Bells.  But  another 
part  of  the  future 
was  caUing  that  year 
from  the  Summer 
Olympics  in  Los 
Angeles.  Former 
Pacific  Telesis  Group 
Chairman  and  CEO 
Sam  Ginn  had 
seized  the  opportu- 
nity of  the  Olympic 
games  to  build  its 
first  cellular  network 
to  help  facilitate 
event  security  and  serve  the  heavy  influx  of  athletes 
and  visitors.  But  he  had  no  idea  what  to  expect. 

"What  happened  just  astounded  us,"  Sam 
relates.  "Because  we  got  thousands  of  orders  that 
poured  in  for  the  service.  People  were  just  demand- 
ing it.  They  needed  it." 

While  most  of  the  Baby  Bells  ignored  the 
call,  Sam  Ginn  and  his  team  went  into  action.  All 
over  the  United  States  and  in  Europe,  wherever  new 
cellular  hcenses  were  offered,  you'd  find  the  Pacific 
Telesis  team  scoring  one  win  after  another. 

But,  after  awhile  they  realized  that  the  future 
would  require  a  different  company.  Not  a  subsidiary 
of  Pacific  Telesis,  but  its  own  autonomous  unit.  With 


AirTouch  was  one  of  the  first  to 
answer  the  call.  Recognizing 

the  potential  of  wireless  service 
long  before  the  competition. 


a  leaner,  faster-reacting,  more  entrepreneurial  mai 
agement  structure.  With  the  financial  flexibility  arj 
focus  that  they  couldn't  achieve  being  a  division  ( 
a  larger  company. 

AirTouch  was  bom,  ready  to  become  the 
serious  worldwide  competitor  it  is  today.  Now  all 
they  had  to  do  was  convince  Wall  Street 

Sam  Ginn  and  his  top  managers  gave  200 
presentations  in  44  cities  in  13  countries  and  did  ii 
all  in  just  3  weeks.  Sam  remembers  "Sometimes 
we  were  in  four,  five,  six  cities  a  day,  making  four 
five  and  six  presentations." 

Li  the  end  this  monumental  effort  paid  off.  / 
AirTouch  secured 
the  third  largest 
initial  stock  offer- 
ing in  Wall  Street 
history.  It  not 
only  raised  nearly 
$1.5  bilHon  dollars, 
it  was  actually 
oversubscribed. 


"The  proposition 
we'd  like  to  offer 
customers  is  that 
if  you  have  our 
service,  you  can  go 
anyplace  on  earth 
and  communicate. " 
—  Sam  Ginn, 
CEO  AirTouch 
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AirTouch  and  its  local  partners  serve  17  million  customers. 
Its  global  networks  span  a  population  of  650  million. 
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Today  AirTouch  offers  cellular  service  in  12 
intries  and  is  the  largest  wireless  provider  in  Europe. 
Touch  and  its  partners  serve  17  million  subscribers 
h  unsurpassed  networks  offering  the  capability  of 
nging  wireless  service  to  650  million  people. 

And  that  capability  may  be  needed  sooner 
n  you  think.  Because  wireless  service  is  expand- 
all  over  the  world  at  a  breakneck  pace.  And  where 
vas  once  the  domain  of  executives,  it's  becoming 
art  of  the  mainstream,  a  daily  necessity 
millions. 

To  tap  that  potential,  AirTouch  is 
troducing  digital  cellular  service  in  the 
iS.  They  are  also  investing  in  a  world- 
ide  satellite  system  called  Globalstar  to  let 
11  phone  users  communicate  anywhere  in 
e  world.  And  they  are  helping  to  develop 
wide  variety  of  cutting-edge  products 
Icluding  data  applications  and  wireless 
itemet  access. 


Sam  Ginn  and  his  team  at  AirTouch 
know  what  the  future  of  their  company  is: 
"I  think  we've  got  a  real  shot  by  the  year  2000  of 
being  recognized  as  the  number  one  wireless 
company  in  the  world." 

With  their  $20  billion  market  capitalization, 
their  financial  discipline  and  their  focus  on  wireless 
and  customer  service,  whenever  the  future  calls, 
AirTouch  will  be  ready  to  answer. 


"Entrepreneurs  and  visionaries  are  what  made  this  state 
great.  And  California's  story'  of  innovation  and  leadership  is 
just  beginning."  _  Governor  Pete  Wilson 

Self-Made  in  California  celebrates 
California  entrepreneurs  and  companies 
whose  vision  and  daring  have  shaped  the 
20th  Century.  Watch  for  this  special 
presentation  airing  on  CNBC  cable 
network  November  2nd  at  4:30  pm  EST,  1:30  pm  PST. 
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COMPUTERS/COMMUNICATIONS 


As  a  networking  equipment  supplier,  3Com  has  vaulted  itself  up  to  Cisco's  level 
in  size,  but  not  into  Cisco's  league  in  profits  or  power.  Where  does  it  go  from  here?! 

Underdog  strategy 


By  Jeffrey  Young 

Those  who  habitually  root  for 
underdogs  confront  a  sad  truth  about 
the  important  computer  markets: 
One  company  gets  all  the  loot. 
Microsoft  does  in  software,  Intel  in 
chips,  Cisco  in  networking  gear. 
While  Microsoft  and  Intel  are  for  the 
moment  invincible,  Cisco  does  face  a 
plausible  challenge  from  3Com  Corp. 
Plausible — but  still  a  long  shot. 

SCom's  recent  $8.5  billion  acqui- 
sition of  U.S.  Robotics  has  vaulted 
the  firm  up  to  Cisco's  level  in  one 
regard,  revenues.  Both  companies 
will  post  about  $6  billion  this  year. 
But  the  acquisition  did  nothing  to 
strengthen  SCom's  position  against 
Cisco  in  a  critical  area,  the  high- 
margin  gear  that  is  used  to  coordi- 
nate large  networks  of  office  com- 
puters. This  sector  is  growing  at  close 
to  100%  a  year. 

Instead,  SCom's  acquisition  of  the 
modem  maker  further  entrenched 
the  company  in  the  low  margin, 
end-user  segment  of  networking, 
where  percentage  growth  is  only  in 
the  mid-20s. 

Strangely,  this  is  by  design.  "In 
chess  you  have  to  plan  several  moves 
ahead,"  says  Eric  Benhamou,  tlie  42- 
year-old  chief  of  SCom,  as  he  tries  to 
explain  his  un^^'illingness  to  go  direct- 
ly after  the  market  leader.  "We  can't 
beat  them  by  going  in  the  same 
market  with  a  close  variation  on  the 
same  strategy.  You  have  to  pick  other 
batdes  where  you  can  win." 

SCom's  acquisition  highlights  the 
different  approaches  the  t\\'o  firms 
have  taken.  Cisco  is  attacking  the  net- 
working business  from  the  core  out. 
^Com  is  attacking  it  from  the  end- 
user  in.  In  terms  of  growiJi  and  profit 
margin  ,  the  better  approac'i  so  far 
has  bee  Cisco's.  Value  Line  ^ ;  r'iects 
Cisco's      :*rating  margin  (net  b*.  "ore 


depreciation,  interest  and  taxes)  at 
S6.5%  for  fiscal  1997,  versus  22.6% 
for  SCom. 

Benhamou  hopes  this  is  about  to 
change.  On  its  surface  the  merger 
with  U.S.  Robotics  is  an  intriguing 
acquisition,  giving  SCom  the  largest 
market  share  for  consumer  modems 
and  the  equipment  that  Internet  ser- 
vice providers  deplo)'  at  their  premis- 
es as  on-ramps  to  the  information 
highway.  But  dig  beneath  the  surface 
and  you  hit  serious  questions  about 
both  the  amount  of  money  SCom 
spent  and  the  market  segment  U.S. 
Robotics  plays. 

The  modem  business,  while  a 
high-growth  market,  is  not  a  lucrative 
one.  It  has  been  characterized  for 
years  by  cutthroat  competition, 
shorter  and  shorter  product  cycles, 
and  collapsing  prices.  Hayes  Micro- 
computer Products,  which  practical- 
ly invented  the  consumer  modem 
business,  went  in  and  out  of  Chapter 
1 1  bankruptcy  a  few  years  ago. 

Furthermore,  while  U.S.  Robotics 
has  developed  significant  in-house 
engineering  skills,  modems  are  not 
exactly  rocket  science.  Even  in  the 
newest  networking  hope — the  so- 
called  digital  subscriber  line,  or  DSL, 
market — U.S.  Robotics  and  SCom 
are  already  slugging  it  out  with  a 
number  of  competitors,  and  the  busi- 
ness is  only  a  dream  so  far. 

U.S.  Robotics'  lead  in  high-speed 
56-kilobit-per-second  modems  has 
evaporated  as  the  world's  largest 
modem  maker,  Rockwell  Interna- 
tional, has  matched  its  speed.  The 
two  competing  products  aren't  com- 
patible now,  but  they  soon  will  be.  A 
forthcoming  industry  standard  will 
bring  universal  compatibility  to  the 
segment  of  the  modem  business, 
leaving  consumers  free  to  chase  after 


364 


Forbes  ■  November  3,  1997 


he  lowest  price. 

As  a  result  of  the  Robotics  acquisi- 
lon,  slightly  more  than  half  of 
5Com's  revenues  are  now  in  com- 
nodity  segments — network  cards  and 
Tiodems.  The  network  card  is  a  small 
lircuit  board  that  connects  a  personal 
computer  to  the  network  wire  coming 
out  of  the  wall.  Making  network  cards 
was  3Com's  original  line  of  business 
and  still  accounts  for  20%  of  revenues. 
3Com  is  the  world's  largest  supplier 


of  these  cards  and  has  state-of-the-art 
manufacturing  lines.  But  there  is  no 
particular  magic  to  network  interface 
cards.  A  knockoff  from  Hong  Kong 
costing  maybe  $50  is  as  effective  as  a 
3Com  model  at  $80,  says  Thomas 
Nolle  of  CIMI,  a  strategic  planning 
firm  in  Voorhees,  N.J. 

Worse,  in  recent  years  Intel  has 
taken  aim  at  the  business.  When  Intel 
dropped  network  card  prices  by  40% 
earlier  this  year,   3Com   "had  no 
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choice  but  to  respond,"  says  Ben- 
hamou.  The  result  was  a  revenue 
shortfall  for  the  quarter — and  a  $2 
bilUon  drop  in  3Com's  market  value 
in  two  days. 

Intel  has  a  natural  advantage  in  this 
competition:  Fearares  that  were  once 
the  province  of  peripheral  circuit 
cards  are  migrating  to  the  central 
motherboard,  where  Intel  holds  sway. 
Intel  supplies  up  to  40%  of  PC  moth- 
erboards and  85%  of  the  micro- 

'  We  dropped  the  ball 
and  let  them  [Cisco] 
take  over  the  contract. 
We  gave  them  their  start." 


processor  chips  that  are  the  brains  of 
the  motherboard.  If  that  weren't  bad 
enough,  in  September  Compaq  and 
Intel  announced  an  aUiance  to  build 
networking  gear  together.  This 
brings  rvvo  companies  with  big  brand 
names  in  PC  computing  direcdy  into 
competition  with  3Com  in  the  sup- 
plying of  electronic  gear  to  hook  cor- 
porate    departments     into     work 

groups. 

Benhamou  claims  he's  not  wor- 
ried. "Look,  I  can't  imagine  a  big 
bank  calling  in  Compaq  to  help  it 
design  a  fault-tolerant,  mission-criti- 
cal network,"  he  scofts.  "As  netAvork- 
ing  has  become  more  important  to 
business,  the  importance  of  big  sup- 
plier brand  names  becomes  ever  more 
crucial.  Now  it  is  3Com  and  Cisco." 

Benhamou,  for  all  his  youth,  is  an 
old-timer  in  the  networking  world, 
an  Algerian  who  was  raised  in  France 
and  came  to  the  U.S.  to  get  a 
master's  in  electrical  engineering  at 
Stanford  in  1977.  His  style  is  soft- 
spoken  and  thoughtfully  slow,  a  raie 
cadence  in  technology  managers. 

Ten  years  ago  he  was  one  of  the 
founders  of  Bridge  Communications, 
which  was  among  the  first  companies 
to  sell  ner^vorking  equipment  for  per 
sonal  computers.  But,  needing  capi- 
tal to  expand,  the  small  ($59  million 

3Com's  Eric  Benhamou 
The  router  business 
could  have  been  his. 
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3Com  has  many  points  of  entry  into  the  business  of  computer  connectivity,  but 
many  are  anything  but  juicy  marl(et  segments.  The  money  in  networiiing  today  is 
in  the  routers,  where  smart  software  determines  where  each  pacitet  of  data  goes 
and  what  path  it  will  take,  in  the  $4.4  billion  market  for  bigger  routers,  3Com  can 
only  manage  revenues  of  $213  million.  In  internet  "access  concentrators"— which 
let  remote  users  dial  into  a  network— it  is  losing  market  share.  And  it  doesn't  sell 
any  of  the  big  switches  that  internet  service  providers  like  WorldCom  buy. 


in  revenues)  outfit  sold  out  to  3Com 
in  1987. 

At  first  it  seemed  like  a  good  move, 
and  the  combined  company  attacked 
the  networking  market  with  gusto, 
offering  network-ready  PCs  along 
with  the  hardware  and  software  to 
attach  them.  But  then,  in  1990, 
3Com  hit  the  wall. 

What  had  it  done  wrong.>  A  couple 
of  tilings.  It  bet  on  IBM's  OS/2  as  the 
next  big  thing  in  personal  comput- 
ing— a    big    mistake.    3Com    also 


neglected  to  get  into  the  business 
Cisco  invented,  the  router.  A  router 
is  a  sort  of  electronic  warehouse  on  a 
computer  network,  one  dedicated  to 
moving  litde  packets  of  data  around 
increasingly  complicated  networks.  A 
router  is,  if  you  will,  an  electronic 
version  of  a  package  distribution 
center  in  which  addresses  are  read 
and  packets  sent  off  on  changing 
routes  to  different  destinadons. 

By  the  dme  the  dust  had  setded  in 
1990,  Benhamou,  at  age  35,  had 


been  named  the  new  president  of 
3Com.  He  got  the  company  out  of 
PC-making  and  refocused  it  on  data 
networking.  Unfortunately,  in  the 
two  years  it  took  to  do  so,  Cisco 
solidified  its  hold  on  the  router  busi- 
ness. The  knowledge  that  3Com 
should  have  been  the  router  king  still 
eats  at  Benhamou.  "We  were  the  pri- 
mary supplier  of  networking  gear  to 
Stanford  University,"  he  sighs,  "until 
we  dropped  the  ball  and  let  them 
[Cisco]  take  over  the  contract.  We 
gave  them  their  start." 

Ever  since  losing  that  lead — 
"Bridge  was  a  lot  bigger  than  Cisco 
back  then,"  he  says — 3Com  has 
struggled  to  find  the  right  mix  of 
products. 

One  market  in  which  3Com 
had  captured  a  strong  position  was 
local  area  network  switches,  but 
that  market,  too,  is  getting  more 
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^ATCH  FOR 
OIL  SPILLS. 
REPORT 
IMMEDIATELY. 


A  GUY  OWNS  A  PIPELINE 
SERVICE  AND  HAS  AN  INQUISIF 
AGENT  REPORTING  ON  LEAKS. 
IT  PICKS  UP  BREAKING  NEWS 
ON  A  BIG  LEAK  IN  INDIA,  AND  THE 
GUY  FIGURES  WHAT-THE-HECK 
AND  CALLS  THE  MINISTER  OF 
PETROLEUM.  THE  MINISTER  IS  SO 
STUNNED  WITH  THE  GUY'S  INFO, 
HE  GIVES  HIM  THE  CONTRACT. 
Opportunity  doesn't  knock.  It  emails. 
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competitive.  Switches  set  up  high- 
capacit)'  data  channels  between  two 
points  on  a  network,  such  as  a  PC  and 
the  server  that  is  serving  up  data  files 
to  it.  You  use  a  suitch  \\'henever  there 
is  going  to  be  a  steady,  hea\y  volume 
of  traffic  between  two  points,  in  con- 
trast to  a  router,  which  can  handle  a 
free-for-all  of  data  packets  going 
every  \\'hich  way. 

3Com  started  out  with  a  comfort- 
able lead  in  the  market  for  switches, 
then  lost  its  edge  as  many  smaller 
companies  moved  in  with  lower- 
priced  products.  To  make  things  even 
worse,  Cisco  made  a  number  of 
acquisitions  that  now  give  it  a  larger 
market  share  for  switches  than 
3Com. 

Then  there  are  hubs,  connection 
points  on  a  network  that  let  several 
PCs  in  a  group  speak  to  each  other. 
3Com  has  a  lead  in  hubs,  but  growth 
rates  have  slacked  off  recently,  for  the 
first  time  in  years. 

So  what's  Benhamou's  solution  to 
3Com's  lack  of  competitiveness  in 
high -margin  products.^  Create  a  new 
category.  Benhamou  is  now  hawking 
a  "telecommunications  access  de\ice" 
that  would  "let  ner.vork  administra- 
tors take  charge  of  their  data  traffic." 
The  switch/router  would  determine 
what  traffic  goes  to  the  Internet, 
what  goes  over  the  public  telephone 
network,  what  needs  the  higher 
capacities  of  advanced  data  transmis- 
sion techniques.  3Com  claims  it  can 
route  local  network  traffic  at  aston- 
ishing packet  speeds — 4  million  to  56 
million  packets  per  second,  versus  1 
million  maximum  for  Cisco-st)'le 
routers. 

If  this  "access  device"  catches  on, 
3Com  circumvents  Cisco  by  inter- 
cepting data  traffic  before  it  gets  to 
the  kind  of  routers  Cisco  makes  its 
big  money  on.  Benhamou's  vision  is 
that  if  3Com  can  dominate  a  new 
sector,  it  can  loosen  Cisco's  grip  on 
networking  profits.  But  this  product 
isn't  part  of  the  mainstream  network- 
ing landscape  yet.  The  main  busi- 
nesses 3Com  dominates  remain  low 
in  margin  and  slow  in  growiJi. 

3Com's  stock  is  up  nearly  1,600% 
since  Benhamou  took  over.  It's  hard 
to  knock  that  accomplishment,  but 
his  work  in  transforming  this  compa- 
ny has  scarcely  begun.  ^ 
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When  you  log  on  to  your  computer,  your  employer 
may  be  logging  on  to  you.  WinVista  sells 
the  software  for  inquisitive  employers. 

What  are  you 
doing  on  that 
pom  site.^ 


By  Nikhil  Hutheesing 


The  next  time  you  decide  to  take  a 
break  from  work  to  join  an  Internet 
chat  group,  you  may  get  an  unpleas- 
ant surprise.  A  curt  message  could 
flash  on  your  screen:  "Access  to 
Internet  not  allowed."  Then  the  pro- 


gram kills  the  Internet  address  you 
wanted — and  tells  your  boss  about  it. 
The  software,  which  comes  ft'om  a 
litde  company  called  WinVista  Inc.,  is 
controversial  stuff.  It  tracks  and  con- 
trols the  files  you  open,  the  Web  sites 
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(Tou  visit  and  the  E-mail  you  send.  It 
ican  prevent  you  from  playing  games 
jloaded  on  your  personal  computer.  It 
lean  even  help  your  boss  finger  you  as 
'a  computer  illiterate. 

The  privately  held  Win  Vista,  whose 
14  employees  are  in  Boca  Raton,  Fla., 
shares  the  snoop  software  market 
[with  bigger  companies  like  Optimal 
Networks  and  Sequel  Technology 
(see  table,  below).  There  is  probably 
going  to  be  enough  business  to  keep 
them  all  very  prosperous — if  employ- 
ers can  overcome  the  squawks  from 
civil  libertarians. 

"Using  our  software  to  manage 
your  assets  far  outweighs  any  Big 
Brother  issues,"  insists  John  Wilson, 
WinVista's  chief  executive  officer. 
That  may  be  true,  if  you  look  only  at 
the  direct  costs  incurred  in  the  misuse 
of  computers. 

According  to  the  Gartner  Group, 
U.S.  businesses  lose  26  million  man- 
hours  a  year  just  to  game-playing. 
Companies  also  spend,  on  average, 
$13,000  a  year  to  maintain  a  PC — 
with  most  of  the  money  going  to 
cover  training,  hand-holding  and 
debugging — and  those  costs  are  mag- 
nified when  workers  clutter  their 
machines  with  personal  software 
and  data. 

Surveillance  can  help  manage  all 
these  problems.  Take  software  bugs, 
such  as  those  that  might  freeze  your 
computer.  Many  times,  such  bugs 
surface  only  when  triggered  by  a  par- 
ticular sequence  of  operations.  Win- 
Vista  knows  what  you  did  just  before 
your  PC  froze,  and  it  can  warn  others 
not  to  do  it  again.  If  WinVista  sees 
that  you  use  your  supercharged  Pen- 
tium II  computer  just  to  write 
memos,  it  can  tell  your  boss  to  take 


away  all  that  power  and  give  you  an 
old  286  machine.  If  it  notices  that 
you  never  use  your  Powerpoint  soft- 
ware, it  could  suggest  taking  away 
your  license  to  use  it  and  handing  the 
hcense  to  someone  else. 

On  the  other  hand,  WinVista  itself 
costs  money — $150  per  license  for 
the  first  3,000  licenses,  then  $100  for 
each  one  aft:er  that.  "When  you  start 
getting  15,000  desktops  loaded  with 
this  software,  that's  a  pretty  signifi- 
cant investment,"  says  James  Olive- 
rio,  director  of  technology  at  broker 
Donaldson,  Lufldn  &  Jenrette.  "Do 
we  have  that  many  people  [who  are] 
goofing  off?  Do  we  trust  our  employ- 
ees, or  do  we  really  have  to  play  Big 
Brother?" 

Despite  Oliverio's  misgivings,  dlj 
is  testing  WinVista  on  40  employees 
in  its  investment  banking  division. 
Already  the  company  has  been  able 
to  identify  employees  who  keep  on 
running  into  the  same  problems. 
Maybe  they  need  special  training. 
Maybe  they  are  irredeemable  com- 
puter illiterates  and  should  be  trans- 
ferred to  the  mailroom. 

Metropolitan  Life  is  testing  the 
software  on  its  insurance  agents,  each 
of  whom  has  the  use  of  up  to  50  soft- 
ware applications.  The  idea  is  to  see 
how  the  best  agents  make  use  of  their 
software  and  then  pass  the  wisdom 
on  to  the  other  agents. 

WinVista  takes  up  500  kilobytes  of 
memory  and  2  megabytes  of  hard 
disk  space  on  each  PC  in  a  network. 
Another  ciuuik  of  the  program  sits 
on  the  network's  server.  The  moment 
an  employee  opens  a  window  and 
clicks  on  an  icon,  the  part  of  Win- 
Vista on  the  PC  grabs  the  software 
instructions  before  diey  hit  the  oper- 


ating system  and  compares  them  to 
the  master  key  in  the  server.  There 
the  guts  of  the  program  analyzes  the 
file  name  and  compares  it  to  a  set  of 
rules.  If  the  program  decides  that  the 
employee  is  attempting  to  \iolate  the 
rules,  it  won't  permit  the  user  to  per- 
form the  banned  task.  WTien  it  does 
permit  the  user  to  open  a  file  or  visit 
a  Web  site,  it  will  file  away  a  30-byte 
record. 

Wilson  founded  WinVista  in  1996 
after  meeting  Russell  and  Kevin 
Humphries,  two  Britishers  who  had 
written  a  program  to  prevent  their 
mother  from  aggravating  her  carpal 
tunnel  syndrome.  The  software 
counted  her  keystrokes;  on  the 
5,000th  it  would  flash  the  suggestion 
that  she  take  a  break. 

The  brothers  went  on  to  create  a 
Windows  version  of  the  soft^vare,  but 
lacked  the  funds  to  develop  and 
market  it.  Wilson  and  Steve  Tielens, 
the  company's  chief  technology'  offi- 
cer, invested  $200,000  of  their  own 
money  and  raised  $100,000  from 
another  investor. 

Today  Wilson,  Tielens  and  the 
Humphries  brothers  each  own  10% 
of  the  company's  shares.  A  British 
venture  capital  firm  has  20%,  for 
which  it  paid  $2  million.  The  remain- 
ing 40%  is  divided  among  a  number 
of  private  investors. 

We  couldn't  extract  a  sales  figure 
fi^om  the  owners,  but  we  suspect  that 
it  is  under  $1  million.  WinVista  is  still 
a  development  stage  company.  Its 
customers,  with  the  exception  of 
Bear,  Stearns,  don't  yet  pay  for  its 
software.  But  there  seems  to  be  a 
trend.  If  companies  take  on  the  role 
of  Big  Brother,  WinVista  could 
become  a  fast-growing  company.  ^M 


Tools  that  allow  employers  to  keep  tabs  on  you 


Company 

Product 

Price  for 
100  users 

Features 

DVD  Software 

AntiGame 

$60 

Scans  and  deletes  games                                        alH 

Fastlane  Systems 

Xni 

5,000 

Visit  a  dirty  site,  and  your  boss  gets  an  instant  message 

Kansmen  Corp 

LittleBrother  Professional 

'■:    2,995 

Monitors/blocks  Internet/intranet  sites,  chat  rooms,  games 

NetScout  Systems 

NetScout  Manager,  Probes 

8,000 

Traffic-tracking  computers  with  monitoring  software 

Optimal  Networks 

Optimal  Internet  Monitor 

52,500 

Real-time  Internet/intranet  monitoring                       ^|H 

Sequel  Technology 

Sequel  Net  Access  Manager 

4.498 

Tracks  Web  addresses;  prevents  access  to  on-line  services 

TInwald  Networking  Technologies 

Internet  Snapshot 

i      395 

Tells  you  who  is  browsing,  transferring  files,  listening  to  audio 

*Price  is  for  any  nuni 

berof 

users  on  one  local  area  network. 

Want  to  better 
manage  your 
networks, 
improve 
productivity 
and  snoop  on 
your  employeef  ? 
WinVista  has  I  Jts 
of  company  in 
the  Big  Brother 
business. 
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Yeah,  your  Web  site's  working  great. 

It's  stiU  taking  orders  for  a  product 

you've  been  out  of  for  weeks. 


www.pandesic.com/info/inventory 


To  take  real  advantage  oi  tne  Web's  potential,  you  need  to  te  sure  your  site  is  more  tnan 
just  another  "order  taker."  It  needs  to  be  a  fiuly  integrated  rulrillment  macbine.  And  now 
witb  tbe  Pandesic™  internet  business  solution,  yours  can  be.  It  automates  everytbing  nrom 
billing  and  accounting  to  snipping  and  mlrinment — even  inventory  management  and 
nnancial  reporting.  Everyone  gets  tbe  iniormation  tbey  need — simultaneously  and 
automatically — witn  realtime  reporting.  So  you  always  know  tbe  status  or  an  order. 
And  your  site  will  never  take  an  order  ror  something  you  don't  bave.  Visit  our  site  lor 
more.  Or  call  1-888-349-ebiz,  ext.  200.  Your  site  will  never  come  up  sbort  again. 


how  0  business  does  ©business 


pandesic 

The  Internet  Company  from  Intel  and  SAf 


PARAMETERS 


Puzzles  of 
modern  life 


BYflNDREWJ.  KESSLER 


Andy  Kessler 

is  a  general  partner  of 

Velocity  Capital 

Management, 

a  technology  and 

communications 

investment  company 

in  Palo  Alto,  Calif. 

akessler@velcap.com 


My  one  share  of  at&t  hangs  framed  on  die 
wall — a  memento  of  my  days  at  Bell  Labs, 
which,  through  a  rounding  error,  issued  it  to 
me  on  my  departure.  That  share  brings  me  a 
quarterly  dividend  check  for  33  cents,  enough 
to  cover  the  stamp  on  the  envelope  but  not 
the  $3  to  $4  it  costs  for  printing  and  han- 
dling. In  effect,  AT&T  pays  to  have  me  as  a 
shareholder.  I  love  it. 

I  used  to  just  throw  those  checks  away,  but 
not  to  worry:  AT&T  tracked  down  the 
uncashed  pennies.  Now  it  sends  me  a  check 
for  $3.30  every  ten  quarters  and  warns  me 
not  to  cash  the  others. 

As  technology'  moves  like  a  freight  train 
through  entire  industries,  there  are  ever  more 
examples  of  such  puzzling  business  practices. 
In  every  case  there  has  to  be  a  better  way. 

And  there  is.  The  shareholder  services 
department  of  AT&T  has  requested  my  bank 
account  number,  recommending  direct 
deposit  of  my  dividend  check.  Now  would 
someone  please  inform  my  bank — the  one 
with  the  stagecoach  on  its  checks?  It  sees  fit  to 
charge  me  $10  per  wire  transfer,  even  though 
it  costs  less  to  handle  dian  a  check.  God 
forbid  that  at&t  should  wire  me  my  $3.30; 
I'd  wind  up  with  a  debit  of  $6.70. 

Sure,  I  could  call  my  bank  to  complain — 
but  after  Pac  Bell  logged  my  call,  printed  out 
a  bill  and  mailed  it  to  me,  most  of  its  fee  for 
m)^  call  would  go  toward  the  cost  of  collecting 
it.  (The  best  way  to  inflict  pain  on  a  phone 
company  is  to  make  a  lot  of  short  calls.) 

Phone  companies  try  to  make  it  back  in 
other  ways.  Say  that  during  my  call,  the  call- 
waiting  feature  clicks.  There's  a  good  chance 
I'll  pick  up,  thus  completing  another  call,  for 
which  I  pay  a  fee.  The  phone  compan}-  makes 
me  pay  $3.95  a  month  for  call-waiting, 
whereas  it  would  be  better  ad^'ised  to  pay  me 
to  agree  to  accept  the  service.  Call-waiting 
breeds  more  calls — and  if  any  of  them  is  long 
distance,  Pac  Bell  gets  20%  of  the  long  dis- 
tance carrier's  fee  for  doing  next  to  nothing — 
not  even  billing. 

The  phone  companies  were  always  slow  off 
the  mark.  Remember  when  they  charged 
more  for  Touch-Tone  phones  than  for  rotary, 


although  Touch-Tones  were  cheaper  to  make 
and  service."  It's  as  if  they  said  to  themselves: 
Let's  not  let  our  customers  reduce  our 
expenses  too  quickly,  now. 

Say  I  decide  to  clean  up  this  dividend  mess 
in  person  by  boarding  a  plane  to  AT&T  head- 
quarters in  New  Jersey.  A  bank  of  computers 
springs  into  action  to  figure  out  how  to  maxi- 
mize my  fare,  producing  a  passel  of  puzzles. 
For  instance,  you  pay  less  via  a  special-fare 
round-trip  than  for  a  generic  one-way  flight. 
To  fight  back,  I  subscribe  to  on-line  services, 
including  Microsoft  Expedia,  that  scour  airline 
fare  filings  for  the  cheapest  flights  and  E-mail 
me  notice  within  200  milliseconds.  Full  fare  is 
for  nontechies! 

The  phone  company  makes  me  pay 
$3.95  a  month  for  call- waiting, 
whereas  it  would  be  better  advised  to 
pay  me  to  accept  the  service. 


How  would  I  pay  for  my  ticket?  With  my 
Visa  credit  card — the  one  with  airline  miles.  I 
have  yet  to  use  the  credit  portion  of  the  card; 
like  most  Visa  users,  I  pay  on  time.  But  the 
merchants  I  buy  from  pay  1%  to  3%  of  the  bill 
in  fees  to  Visa  to  protect  against  my  not 
paying  my  bill,  which,  as  I  said,  I  do  on  time 
every  month.  Figure  that  one  out. 

More  puzzles:  Each  new  birth  in  my  family 
has  required  the  presence  of  additional  nurses. 
Not  to  assist  in  the  delivery,  but  to  process 
medical  and  insurance  forms.  But  these  are 
the  1990s:  A  PC  and  a  modem  cost  less  than  a 
nurse.  My  wife  could  fill  out  the  forms  by  key- 
board between  contractions. 

Government  regulations  spawn  internation- 
al puzzles.  A  big  chunk  of  the  reinsurance 
business  is  now  in  Bermuda,  even  though  it  is 
quite  expensive  to  do  business  there,  because 
that  country's  capital  requirements  are  looser. 
Credit  card  authorizations  are  often  blasted 
via  antiquated  phone  lines  to  the  Caribbean, 
where  withholding  requirements  are  relaxed. 
And  \\'hy  bm^  a  PC  in  Japan,  \\ith  its  army  of 
middlemen,  when  it's  cheaper  to  fly  to 
Taiwan,  buy  the  same  machine,  spend  a  week 
wining  and  dining  and  fly  back? 

These  puzzles  don't  last  forever,  not  in 
the  computer  era.  But  it  still  takes  a  while 
for  stupid  behavior  to  become  generally 
recognized  as  such.  As  components  and 
bandwidth  get  cheaper,  you'll  still  see  a  lot  of 
clueless  industries  imposing  outmoded  rules, 
or  pricing  their  goods  illogically.  Be\\are  of 
them.  And  whenever  you  can,  take  advantage 
of  the  situation.  MM 
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Gateway  Solo  2300 
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Gateway  Solo  9100 
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Better  living  through  common  modularity. 


Funny  how  computers  can  make  your  life  more 
difficult  when  their  purpose  is  to  make  things 
easier.  Well,  the  problem  is  you  have  all  these 
different    models    and     brands     of       a. 
prtables  that  are  unable  to  share  components.  So  you're   ^tt4^ 
bck  with  the  hassle  and  cost  of  maintaining;  a  huge     ^ir 
inventory  of  spare  parts.  Now  here's     *«"<'" 
the  solution.  Gateway.  Simply  put,  Gateway 
offers  portables  that  can  share  components.  AC 
adapters  and  battery  packs.  Memory  and  hard 
drive  kits.  Even  Gateway  Solo'^"*  Full  and  Mini 
Docking  Stations.  Those  days  of  wading  through 
a  mess  of  hardware  are  over.  Ahhh  ...  life  is  good. 
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Pentium' 
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iteway 
Solo™ 
2300 


Gateway 
Solo™ 
9100 


13.3"  (1024  X  768  resolution) 
XGA  Color  Display 

•  Intel  Pentium  Processors  with  MMX 
Technology'  via  l.M.M.  Package 

■  SDRAM  Expandable  to  192MB 

■  Up  to  512K  Pipelined  Burst  Cache 

■  4MB  EDO  Video  RAM  (1280  x  1024  external) 

•  Up  to  5GB  Hard  Dnve 

•  Removable  Combo  6X  min/llX  max 
CD-ROM  &  3.5"  Diskette  Drive 

•  Premium  Sound  System  w/l(i-Bit  Wavetable 
Sound  &  Yamaha"  Stereo  Speakers 

•  12-Cell  Lithium  Ion  Battery  &  AC  Pack 

■  Full  S8-Kcy  MS  Windows  95  Keyboard 

■  Carrying  Case 

■  MTSC/PAL  Video  Input  &  Output 
■"USB  Ports  &  Zoomed  Video 

■  15-Pin  MIDI/Game  Port 

■  MS  Windows  95  or  MS  Windows  NT  4.0 

■  MS  Works  95  or  MS  Office  97, 
Small  Business  Edition  Plus  Encarta  97 

■  LapLink  for  Wimkwi  95  & 
McAfee  VirusScan 

■  Gateway  Gold""  Service  and  Support 
for  Portable  PCs 

Prices  starting  at  ^3499 
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YOU'VE    GOT    A    FRIEND    IN    THE    BUSINESS 
CALL  1-888-888-0795  www.gateway.com 

Gateway  2000  Major  Accounts,  Inc. 


12.1"  SVGA,  TFT  or  DSTN 
Color  Display 

•  Intel  Pentium'  Processors  with 
MMX'"  Technology  up  to  233MHz 

■  SDRAM  Expandable  to  192MB 

■  256K  Pipelined  Burst  Cache 

■  128-Bit  Graphics  Accelerator  w/64K  Colors 

•  Up  to  4GB  Hard  Dnve 

■  Modular  3.5"  Diskette  Dnve 

■  Modular  6X  min/1 1 X  max 
CD-Rom  Dnve 

■  16-Bit  Wavetable  Sound  & 
Stereo  Speakers 

•  12-Cell  Lithium  Ion  Battery  &  AC  Pack 

•  85-Key  MS"  Windows"  95  Keyboard 

■  Carrying  Case 

■  MTSC/PAL  Video  Out 

■  USB  Ports  &  Zoomed  Video 

■  MS  Windows  95-or 
MSWmdowsNT'4.0 

■  MS  Works  95  or  MS  Office  97, 
Small  Business  Edition  Plus  Encarta"  97 

•  LapLink' /bf  Wnulom  95  & 
McAfee'  VirusScan 

■  Gateway  Gold'"  Service  and  Support 
for  Portable  PCs 

Prices  Starting  at  $2099 
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Inside  logo,  Intel  and  I'cnliuni  arc  registered  trademarks. 'and  MMX  is  a  trademark  of  Intel  Corporation  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  compames  Many  Catewjiy  200k\  pu>duco  aic  custom 
rnginccted  to  Gateway  3000  specifications,  which  may  vary  from  the  retail  versions  of  the  software  and'or  hardware  .n  func Clonal it>-.  performance  or  compatibility.  All  prices  and  configurations  are  subieei  to  char^ge  without  notice  o:  obt«ga(>ot>  Prices  do  not 
itn  lude  shipping  or  applicable  sales  tax.  Gateway  2000  Major  Accounts,  Inc.  is  a  wholly  owned  subsidiary  of  Gateway  2000.  Inc. 


ONE  OF  THE  MOST 
POWERFUL  NEW  FORCES 

IN  MEDICINE  may' 
BE  A  GENTLE  RED  LIGHT 


For  generations,  we've  been  con-  procedure   being   developed   by 

ditioned  that  effectiveness  is  a  Miravant,  comprised  of  our  pro- 

function  of  power.  One  only  has  prietar}'  light  devices  and  patented 


to  look  at  patent-medicine  pain 
relievers:  Powerful!  Stronger!  Extra- 
strength! 

But  what  if  efficacy  were  to  be 
defined  by  how  gentle  the  treat- 


photoselective  drugs. 

It  offers  the  possibility  of  highly 
selective,  controlled  destruction  of 
diseased  or  target  cells,  with  min- 
imal invasiveness  and  side  effects. 


ment  was?  In  fact,  what  if  we  could  In  fact,  most  of  the  applications 

create   a   reaction   between   two  being  developed  are  handled  on 

separate  elements  -each  virtually  an  outpatient  basis. 


innocuous  by  itself,  until  one  was 
'switched  on"  by  the  other-  in  a 
highly  precise  manner? 

This  is  the  vision  of  PhotoPoint^ 


And  as  potential  treatments 
ranging  from  cancer  to  eye  disease 
move  through  clmical  trials,  we 
ultimately  create  a  new  class  of 


a   revolutionary    new   medical  medicine  in  which  less  is  more. 


Pboioftimt  has  pounual  to  idcctacly  target  a  range  of 
abnormal  tissua  in  the  body,  such  as  diseases  like  cancer  or 
rennal  abnormalities. 


in  clinical  studies,  the  Photolhint  drug  is  injected  and  is 
subsequently  retained  by  target  cells.  It  remains  inaaiie  until 
exposed  to  a  specific  wavelength  of  non- thermal  red  light. 


Light  is  directed  at  the  target  area.  A  small  di 
system  generates  tfcc  light,  and  special  devices 
within  the  body  or  on  iu  suiface. 


Targacd  cdls  an  destroyed  hy  an  micrijciion  hftu'ccn  the  drug 
and  ibc  Uihuwiih  ininiTmil  known  side  ejects.  Phoiorbint,ncu< 
m  dimcal  mah.  n  ^l■lng  dti'clopid  as  an  oiupaucni  procedure. 


Leurn  more  >i/ioui  PhoioFbmt" and  Miravant  [Nasda,] :  MRVTj  ai 
mm.miravant.com.orcallwll-fneat8S8-685-6/8S.Thccon-ipanyiproduas 
require  U.S.  Food  and  Dwg  Adminiuraiion  iipproiul  before  markaing. 


Miravant 

MEDICAL    TtCHNOLOClES 


INSIGHTS 


Zeros,  ones 
and  equality 


KY  PETER  HUBER 


i  ^^^ 

Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Law  and  Disorder 
in  Cyberspace 
(Oxford  Press,  1997); 
E-mail  address  is 
PeterWHuber@MSN.com 
His  home  page  is 
http://www.phuber.com/ 
huber/home.html 


"The  only  thing  the  sat  predicts  well  now  is 
socioeconomic  status."  We  have  that  from  the 
dean  of  Berkeley's  School  of  Education, 
recendy  quoted  in  the  New  York  Times.  "The 
test  is  geared  toward  white  males,"  he  adds. 
His  employer  may  soon  officially  agree.  The 
University  of  California  is  thinking  about 
making  SATs  optional  for  applicants  as  a  way  of 
increasing  enrollment  of  Hispanic  students. 

The  California  Institute  of  Technology — a 
private  institution — apparentiy  believes  other- 
wise. "Caltech  is  known  to  be — or  at  least 
thought  to  be — a  school  that  students  with 
less  than  750  on  the  math  sats  needn't  bother 
applying  to."  But  only  0.8%  of  the  nation's 
students  who  score  that  high  in  math  are 
black.  Caltech  had  a  1.1%  black  enrollment  in 
1994.  This,  from  Stephan  and  Abigail  Thern- 
strom's  new  book,  America  in  Black  and 
White  (Simon  &  Schuster). 

The  Thernstroms'  compendium  of  facts, 
statistics  and  analysis  confirms  that  America 
has  made  enormous  progress  toward  equal 
treatment  under  the  law.  From  income  to 
life  expectancy,  racial  divisions  have  declined 
steadily  for  half  a  century.  So  what  are 
we  to  make  of  the  enrollment  statistics  at 
Caltech? 

Our  dominant  culture  has  nothing 
to  do  with  race  and  everything  to  do 
with  computers  and  the  cataracts 
of  hits  that  flow  among  them. 


While  it  was  catching  up  with  its  founding 
ideals  on  the  equal  opportunity  front,  America 
was  racing  ahead  on  another:  the  digital  econ- 
omy. Our  dominant  culture  today  has  nothing 
to  do  with  race  and  everything  to  do  with 
computers  and  the  cataracts  of  bits  that  flow 
among  them. 

That  should  be  a  welcome  development  for 
all  who  still  believe  in  the  original  dream.  The 
limitless  power  of  chips,  computers  and  fiber- 
optic glass  is  there  for  the  taking,  by  people 
of  any  race.  Assembly  language  and  band- 
width are  as  color-blind  and  culture-free  as 


the  smallpox  vaccine  or  the  atom  bomb.  If 
screen  icons  and  Web  pages  are  all  still 
labeled  in  standard  English,  not  ebonies,  it  is 
only  because  most  of  them  were  put  there  by 
white  American  males.  But  the  screens  and 
pages  are  only  skin-deep.  They'll  change 
color  as  fast  as  other  races  and  cultures  arrive 
to  change  them. 

If  they  arrive.  This  is  where  new  segrega- 
tionists— Berkeley's,  not  Caltech's — are  doing 
the  most  mischief.  Minorities  remain  statisti- 
cally underrepresented  in  the  fields  of  mathe- 
matics, science  and  technology.  But  these  are 
also  fields  of  human  knowledge  that  you  can't 
fake.  Caltech  is  still  honest  enough  to  tell 
youngsters  what  it  takes  to  join  the  most 
upwardly  mobile  community  in  society  today, 
the  community  of  techies.  Berkeley's  message 
seems  to  be  that  numeracy  proves  nothing  but 
a  politically  incorrect  background. 

The  student  who  buys  that  lie  is  not  headed 
for  Seattie  or  Silicon  Valley;  he's  headed  for 
the  intellectual  ghetto.  To  master  the  new 
technology,  you  have  to  nurture  techie  atti- 
tudes and  skills.  That's  true,  however  adversely 
it  may  affect  the  demographics  of  next  year's 
freshman  class  at  Caltech.  It's  a  truth  great 
universities  should  have  the  courage  to  affirm. 

It's  also  a  truth  minorities  need  to  confront 
more  than  anyone  else.  Technology  is  the 
great  new  equalizer.  Those  who  start  with  no 
other  edge  in  society  have  the  most  to  gain 
from  it.  But  technology  is  an  equal-opportu- 
nity employer,  and  white  males  fi-om  well-con- 
nected Seattie  families  are  as  free  to  exploit  it 
as  anyone  else. 

The  power  of  the  new  machines  is  going  to 
double  and  redouble  as  far  into  the  fijture  as 
anyone  can  foresee,  and  with  it,  the  gulf 
between  the  techno-literate  and  the  rest. 
Embrace  the  new  machines  and  you  have  a 
ticket  to  the  fiature.  Shun  them  and  even  if 
you  are  from  a  privileged  white  background, 
you'll  inevitably  drop  off  the  charts  of  eco- 
nomic, social  and  cultural  progress. 

If  Berkeley  educators  and  people  like  them 
keep  telling  minorities  that  science  is  white, 
mathematics  is  racist  and  the  historically  dis- 
empowered  should  concentrate  on  other 
things,  our  future  will  be  even  more  segregat- 
ed than  our  past.  ^ 
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flhanging 
the  world 
ofbusiness 
by  transforming 

ourmerely 

uman 
'salesforce 
into... 
Salesgods. 


Pray  that  your 

competitors  don't  use 

our  empowering 

software. 

Salesgod' '  is  a  customer-focused  learning 
and  selling  system  that  enhances  sales  effectiveness. 
As  a  customizable  solution,  Salesgod  goes  far 
beyond  traditional  sales  force  automation 
by  addressing  a  much  wider  range  of  issues 
faced  by  sales  organizations. 

Only  Salesgod  zeroes  in  on  the  most 

important  activity  in  the  selling  chain: 

Actual  Customer  Interaction. 

Salesgod  dramatically  improves  the 

performance  of  your  typical  sales  person! 

If  you  are  a  company  with  a  large 

sales  force  whose  selling  processes 

are  complex,  knowledge-based  and 

data-driven,  you  have  a  unique 

set  of  problems.  A  customized 

Salesgod  system  (so  only  your 

sales  force  wins  the  business) 

is  heaven-sent. 


Call  1-800-459-9300 

www.proscape.com/salesgod 


PROSCAR  E"   TECHNOLOGIES     INC. 


THE  FUNDS 
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Market  beater 

Robert  Lyon  has  managed  the  near-impossible  for  the  past  two  years: 
His  ICAP  fund  has  beaten  the  stock  averages  with  a  managed  portfolio. 


By  Thomas  Easton 

That  index  of  blue-chip  stocks,  the 
S&P  500,  has  lately  been  almost 
impossible  to  beat.  But  look  at  icap 
Equity  Fund.  It  opened  for  business 
on  Jan.  1,  1995,  and  it's  burning  up 
the  track,  beating  the  market  in 
1995,  again  in  1996  and  yet  again  in 
the  first  nine  months  of  1997.  Morn- 
ingstar  Inc.  counts  just  4  other 
funds,  among  2,300  or  so,  that  did 
as  much. 

Is  fijnd  manager  Robert  Lyon,  47, 
on  a  brief  lucky  streak.''  Maybe,  but 
he's  been  lucky  before.  Lyon  has 
delivered  market-beating  results  in 
privately  managed  equity  accounts  at 
Institutional  Capital  Corp.  since 
1989.  The  Chicago-based  outfit  is 
iCAP's  sponsor. 

Lyon  is  not  a  momentum  player. 
Neither  is  he  a  small-stock  buff.  He 
likes  big,  soggy  companies  that  he 
thinks  are  due  for  a  sound  shakeup. 
In  a  word,  he's  a  fundamentalist 
looking  for  turnaround  candidates. 

Easy  to  say.  Hard  to  do.  There  are 
plenty  of  beaten-down  big  stocks,  but 
it  takes  skill  and  research  to  find  the 
ones  that  are  finally  shaking  off  their 
lethargy.  How  do  you  know  you've 
got  a  Chrysler  rather  than  an  Inter- 
national Harvester.^ 


Lyon  has  had  his  share  of  Interna- 
tional Llarvesters.  RJR  Nabisco  was  re- 
engineering  its  balance  sheet,  its 
operations  and  its  holdings,  all  moves 
that  to  ICAP  suggested  better  times 
ahead.  But  all  that  was  less  important 
than  one  big  problem:  "We  didn't 
appreciate  how  crummy  its  U.S. 
tobacco  business  was,"  says  Lyon.  "It 
was  killing  off  its  customers  and  not 
replacing  them." 

An  easy  mistake,  Lyon  says,  is 
imagining  what  management  ought 
to  do  rather  than  what  management 
will  do.  That  keeps  ICAP  out  of  Japan, 
where  companies  are  loaded  with 
lucrative  assets  but,  he  thinks,  do 
nothing  to  enrich  shareholders.  It  is 
also  the  major  question  mark  in  a 
large  current  holding  at  Lyon's  fiind. 
Dun  &  Bradstreet.  This  onetime  blue 
chip  has  already  gone  through  one 
round  of  asset  reduction,  but  Lyon 
would  like  to  see  more.  He  believes  it 
could  get  a  boost  from  divesting  a 
yellow-page  phone  directory  business 
that  has  httle  connection  to  its  well- 
known  credit  rating  and  reporting 
operations. 

Alas,  there's  no  sign  of  a  move,  but 
Lyon  thinks  it's  a  good  bet. 

Sears  was  a  different  matter.  In 


Manager  Robert 
Lyon  of  the  ICAP 
Equity  Fund 
His  theory 
on  companies 
that  are  down, 
but  not  out: 
"There  is  no  end 
to  these  situa- 
tions. It  is  like 
a  family  where 
one  entrepreneur 
makes  money, 
and  the  children 
and  grandchildren 
whittle  it  away 
until  a  fourth 
generation  finally 
makes  something 
out  of  what  is 
left.  We  want 
to  come  in 
with  the  fourth 
generation." 


Robert  Lyon's  favorites 


Company 

Recent 
price 

ICAP 
valuation 

Explanation 

Ashland 

$53 

$65 

Valuable  retail  franchise 

Burlington  Northern  Santa  Fe 

96 

124 

A  rail  consolidation  that  worked 

■  GrandMetropolitan  Pic 

39 

48 

With  Guinness,  global  liquor  giant 

Hasbro 

27 

36 

Undervalued  brands,  great  balance  sheet 

IMC  Global 

36 

45 

Consolidation  in  fertilizers 

■  Peninsular  &  Oriental 

23 

31 

Asset-packed  English  conglomerate 

Reynolds  Metals 

68 

91 

Shedding  all  but  metals 

Tenet  Healthcare 

31 

39 

The  clean  Columbia/HCA 

I  American  Depositary  Receipt. 


Source:  Institutional  Capital  Corp. 


His  ICAP  Equity 
Fund  features 
an  eclectic 
assortment 
of  faded 
blue  chips. 


T[ 
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1993  it  spun  off  most  of  Dean  Witter 
Discover,  then,  in  1995,  Allstate. 
Both  thrived  on  their  own.  A  refo- 
cused  management  is  rebuilding  a 
once-great  retail  franchise.  Lyon  rode 
the  stock  for  all  it  was  worth. 

This  sort  of  investing  calls  for  a 
delicate  balancing  of  risks.  If  there 
were  no  risks,  the  stock  wouldn't  be 
cheap.  For  example,  Lyon  is  betting 
on  Loews,  owner  of  Lorillard,  the 
country's  fourth-largest  tobacco 
company.  Okay,  it's  not  replacing  its 
customers,  either,  but  look  at  the 
numbers:  All  of  Loews'  recent  $112 
price  could  be  accounted  for  by  just 
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two  of  its  subsidiaries,  CNA  Financial 
Corp.  and  Diamond  Offshore 
Drilling,  Lyon  says.  The  Loews 
hotels,  Bulova  watches  and  Lorillard 
cigarettes  are  close  to  free.  Lyon  is 

'^Europe  is  in  only  the  third 
inning  of  deconglomerat- 
ing,"  says  Lyon.  ''We've 
already  squeezed  the  juice 
out  of  a  lot  of  companies. 
They  haven't  begun." 


willing  to  take  a  chance. 

American  Airlines'  parent  compa- 
ny, AMR,  is  a  more  straightforw  ard 
play.  The  airhne  business  tends  to 
gyrate  in  manic  swings,  demolishing 
investor  hopes  in  the  process.  Cur- 
rently, though,  American's  domestic 
operations  are  doing  well,  and  Latin 
American  routes  are  doing  brilliantly, 
Lyon  says.  Surplus  cash  is  being  used 
to  shrink  the  amount  of  outstanding 
stock  by  5%  to  6%  this  year. 

Here's  where  Lyon  thinks  AMR  is 
cheap.  The  stock  is  now  at  SI  16. 
Within  each  share  is  $40  worth  of 
Sabre,  the  reservation  system  Ameri- 
can has  already  partially  divested 
through  a  public  offering.  That 
means  the  core  airline  sells  for  only 
$70  a  share.  It  will  generate  about 
$10  in  earnings.  Were  it  to  sell  at  a 
modest  12  times  earnings,  two-thirds 
the  market  multiple,  the  stock  would 
be  worth  $160. 

News    Corp.    is    another    Lyon 
favorite.  It  is  out  of  favor  because  its 
earnings  have  been  weak,  it  has  dilut- 
ed the  equity  with  frequent  stock 
offerings,  and  the  boss,  Rupert  Mur- 
doch, is  known  as  something  of  a 
crapshooter.  But  Lyon  thinks  Mur- 
doch has  cooled  down.  "Murdoch  is 
down  to  just  two  egotistical  black 
holes,"  Lyon  says:  Fox  News,  which 
loses  $50  million  to  $75  million  a 
year,  and  the  New  York  Post,  a  mere 
footnote  with  an  annual  loss  of  under 
$10  million.  But  that's  in  a  company 
that  can  potentially  generate  $1  bil- 
lion in  cash  flow  a  year  in  print — 
English  and  Australian  newspapers 
and  TV  Guide — and  close  to  a  billion 
in  electronic   media  (Fox  movies, 
broadcast  stations,  network  and  satel- 
lites). At  $20  a  share.  News  Corp.  is 
valued  on  Wall  Street  at  around  $25 
billion,  including  debt.  That  price  tag 
is  just  six  times  what  Lyon  estimates 
as   operating   income    (net   before 
depreciation,  interest  and  taxes). 

Compare  News  Corp.,  says  Lyon, 
with  Time  Warner,  "no  paragon  of 
virtue,"  which  sells  at  nine  times 
operating  income.  Better  still  is  the 
News  Corp.  preferred,  which  sells  for 
$17  and  is  equivalent  to  tiie 
common,  except  that  the  preferred 
doesn't  have  voting  rights.  (In  a  com- 
pany led  by  Murdoch,  you  don't 
expect  voting  rights.) 
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Like  Rupert,  like  Sumner.  Yes, 
Lyon  is  also  bullish  on  another  out- 
of-favor  media  magnate,  Viacom 
boss  Sumner  Redstone.  "[Chief 
Executive]  Sumner  Redstone  was 
considered  one  of  the  smartest  guys 
in  the  world  three  or  four  years  ago," 
says  Lyon.  "Now  he  is  considered 
one  of  the  dumbest.  Both  can't  be 
true."  Viacom  has  strong  assets, 
including  Nickelodeon,  M'R^,  Simon 
&  Schuster  and  Paramount,  and  it 
has  substantially  cut  debt  through 
the  sale,  at  handsome  prices,  of 
Madison  Square  Garden,  a  half  inter- 
est in  the  USA  Network,  and  cable 
and  radio  assets. 

The  most  unusual  sector  play  in 
the  hind  is  agriculture,  and  its  most 
contrarian  holding  is  Archer  Daniels 
Midland,  the  recently  scandal- 
scarred  grain  processor  and  distribu- 
tor. Its  assets  (barges,  grain  eleva- 
tors, etc.)  are  irreplaceable  and  at  the 
epicenter  of  the  world  food  chain, 
says  Lyon.  Grain  inventories  are  at 
record  lows.  A  strong  harvest  will 
make  those  barges  and  elevators 
valuable.  Current  price:  $24.  Value: 
at  least  $35. 

Lyon  has  a  goodly  chunk  of  Euro- 
pean stocks  in  the  fund's  portfolio. 
They  include  Akzo  Nobel,  Hoechst, 
Rhone -Poulenc  and  Novartis,  all  in 
the  process  of  evolving  from  chemi- 
cal and  drug  companies  to  pure  drug 
companies.  His  fund  also  owns 
Grand  Metropolitan,  Philips  Elec- 
tronics and  Peninsular  &  Oriental. 
The  last  of  these  owns  Princess 
Cruise  Lines,  a  vast  real  estate  port- 
folio in  the  U.S.  and  England  and 
one  of  the  world's  largest  container 
shipping  lines. 

"Europe  is  in  only  the  third  inning 
of  deconglomerating,"  says  Lyon. 
"There  are  loads  of  companies  fat 
with  extraneous  assets,  and  even  in 
France  there  is  more  interest  in  share- 
holder value.  [In  the  U.S.]  we've 
already  squeezed  the  juice  out  of  a  lot 
of  companies.  They  haven't  begun." 

Until  recently  the  ICAP  Equity 
Fund  required  a  $100,000  minimum 
investment,  reflecting  its  institution- 
al roots.  In  August,  however,  the 
minimum  was  cut  to  $10,000.  The 
expense  ratio  remains  80  cents  per 
$100  in  assets,  or  t\vo-thirds  the  aver- 
age for  equit)'  funds.  ^M 
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Souped-up 
index  fiuids 

Smith  Breeden  offers  an  index  fund— 
with  some  intriguing  embellishments. 


By  James  M.  Clash 
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0\'ER  THE  PAST  FIVE  YEARS  the  S&P 

500  has  delivered  a  21%  compound 
annual  return.  The  Smith  Breeden 
Equit>'  Plus  Fund,  which  tracks  the 
S&P  index,  beat  that — by  one  per- 
centage point. 

How  can  die  manager  of  an  index 
fund  beat  the  index  he  is  replicating? 
And  is  this  sumt  repeatable.>  The  short 
answer  to  the  first  question:  by 
making  side  bets  on  mortgage  securi- 


Equity  Plus  manager  John  Sprow 
"Don't  take  crazy  risks— like  big  bets 
on  interest  rates." 


ties.  To  the  second  question:  Maybe, 
but  don't  bet  your  life  savings  on  it. 

Smith  Breeden's  isn't  the  only 
supercharged  index  fund  out  there  (see 
table,  p.  382).  All  these  hinds  track  the 
S&P  500  index  of  blue-chip  stocks 
very  closely.  All  hope  to  beat  the  index 
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by  a  small  margin.  This,  in  spite  of  the 
fact  that  these  funds  run  up  overhead 
costs  that  ought  to  make  them  lag  the 
index  by  a  bit. 

Pretty  impressive,  isn't  it.>  It  seems 
to  be  the  Wall  Street  equivalent  of  get- 
ting water  to  flow  uphill. 

Before  you  buy  one  of  these  fancy 
funds,  though,  you  should  take  a  long 
look  at  what  is  going  on  inside  them. 
They  are  goosing  returns  by  taking 
small  risks  outside  the  stock  market. 
Sometimes  these  side  bets  pay  off.  But 
there's  no  guarantee. 

Key  to  these  strategies  is  the  fact 
that  a  fund  manager  can  track  the  S&P 
500  without  owning  the  stocks  in  it. 
He  can  do  derivatives  instead. 

Say  the  fund  has  $100  million. 
Instead  of  buying  $100  million  of 
stock  ($2.1  million  of  Coke,  $2  million 
of  Microsoft  and  so  on),  the  fund  goes 
long  on  $100  million  worth  of  S&P 
500  futures  contracts  It  then  invests 
the  $100  million  in  Treasury  bills. 

When  the  futures  markets  are  work- 
ing smoothly,  that  futures/bills  posi- 
tion will  exacdy  track  the  performance 
of  the  index.  And  the  superindex  flmd 
still  has  $100  milHon  to  play  games 
with.  (Or  rather,  with  most  of  it;  a 
small  portion  must  be  left  in  T  bills  as 
collateral.) 

You  could,  for  example,  invest  most 
of  the  $100  million  not  in  T  bills  but 
in  T  notes  due  in  two  or  three  years. 
The  notes  will  yield  a  bit  more  than 
the  bills,  enhancing  the  return  of  the 
fiind.  The  notes  will  add  slighdy  to  the 
volatility  of  the  fund,  but  your  fiind 
customers  probably  won't  even  notice 
that.  Hey,  it's  a  stock  fund,  and  it's 
going  to  be  plenty  volatile  anyway. 
Presumably  the  fund's  shareholders 
will  notice  the  incremental  return, 
however,  and  will  think  you  are  some 
kind  of  genius. 

This  futures/notes  strategy  is  pretty 
much  what  the  enhanced  index  fund 
run  by  Pimco  does  (see  table).  Smith 
Breeden's  fund  is  a  Uttle  different. 
Instead  of  buying  futures  and  notes,  it 
buys  futures  and  mortgage  securities. 
Then  it  hedges  away  most  of  the  inter- 
est-rate risk  in  the  mortgage  securities 
with  some  derivative  instruments. 

Got  that."  Long  s&P  500  futures. 
Long  mortgage-backed  securities. 
Short  various  Treasury  note  futures. 
Long  Treasury  note  puts  and  calls. 


Mix  this  cocktail  and  you  have  an 
index  fund  that  beats  the  index. 

It's  a  trifle  riskier  than  an  index 
fund,  but  John  Sprow,  the  33-year-old 
who  has  been  managing  this  fund 
since  its  inception  five  years  ago,  can 
handle  risk.  (His  hobby?  Mountain 
climbing  in  the  Colorado  Rockies.) 
Sprow  insists  his  method  is' less  risk}' 
than  just  buying  S&P  futures  and 
T  notes.  "We're  not  betting  on  inter- 
est rates,"  he  says.  "Only  a  fool  bets 
on  something  he  has  no  insight  on." 

Smith  Breeden  &  Co.  is  a  Chapel 
Hill,  N.C.  consulting  and  money 

Side  bets 


he  would  have  by  putting  the  same 
cash  to  work  in  Treasury  bills.  When 
it  doesn't  work  out,  his  fund  falls 
behind  the  s&P  500.  That  has  hap- 
pened only  once  so  far — in  1995 — 
and  it  could  happen  again. 

Is  there  any  way  to  play  the  mort- 
gage market  to  create  profits  without 
risk?  Nope.  Investors  who  have 
believed  otherwise  have  had  some 
ugly  surprises.  In  1993,  the  Piper 
Capital  Managers  Intermediate  Mort- 
gage Fund  was  delivering  the  magic 
of  high  long- bond  yields  without  the 
rate  risk  of  long  bonds.  Or  so  it 


Fund 

Assets 
($mil) 

Annual         3-year  return 
expenses    (percentage  points 
per  $100        vs.  S&P  500)* 

Turnover 

(%) 

Dean  Witter  Value  Added  Market- 

-Equity               $1,369 

$1.45 

-6.5 

11% 

Gateway  Index  Plus 

214 

1.14 

-19.0 

17 

Pimco  StocksPlus 

334 

0.65 

0.8 

47 

RWB/WPG  US  Large  Stock 

207 

0.59 

-4.0 

60 

Smith  Breeden  Equity  Plus 

30 

0.88 

0.9 

182 

SSgA  Matrix  Equity 

436 

0.66 

-2.0 

151 

Vanguard  Growth  &  Income 

1,640 

0.38 

0.7 

75 

Returns  are  through  9/30/97;  assets  as  of  6/30/97.  ^Annualized. 

"ource:  Upper  Analytical  Services,  Inc. 

These  funds  generally  track  the 
market,  but  also  try  to  beat  it  with 
derivatives.  Some  succeed,  some  don't. 


management  firm  that  seems  to  have 
considerable  insight  into  mortgage 
securities.  The  company  got  its  start 
in  1982  by  analyzing  the  risk  in 
mortgage  portfolios  held  by  banks 
and  s&Ls.  Lest  the  investing  masses 
doubt  its  credentials,  it  has  a  couple 
of  face  cards  serving  as  directors  of 
the  fund:  Nobel  prize  winners 
WiUiam  Sharpe  and  Myron  Scholes. 
Sharpe  invented  a  popular  measure  of 
portfoho  risk  and  reward;  Scholes 
coauthored  a  seminal  paper  on 
option  prices. 

Say  Sprow  thinks  the  Fannie  Mae 
7%  coupon,  30-year  mortgage  pass- 
throughs  selling  at  par  are  under- 
priced.  He'll  buy  them,  then  sell  a 
five-year  Treasury  fiitures  contract  to 
hedge  away  the  interest-rate  risk  in  the 
mortgage  paper.  He  will  also  buy  a 
T-note  call  to  cover  the  risk  that  the 
mortgages  will  be  prepaid. 

When  this  sort  of  trade  works  out, 
he'll  make  a  point  or  two  more  than 


seemed.  The  manager  said  he  was 
working  complicated  spreads  in  the 
mortgage  market.  Then  1994's 
choppy  bond  market  rolled  around, 
and  the  fund  lost  a  third  of  its  value. 
In  1994  an  infamous  hedge  fiind  run 
by  David  Askin  went  bankrupt  play- 
ing with  mortgage  securities. 

Smith  Breeden  Equity  Plus  is  a  lot 
less  risk}^  than  either  of  those  ventures, 
but  it  can't  make  water  run  uphill.  Its 
market- beating  return  comes  with  a 
price,  in  the  form  of  a  subtie  incre- 
ment of  risk.  And  of  course,  as  Sprow 
wiU  be  happy  to  tell  you,  this  kind  of 
portfolio  will  do  nothing  to  protect 
you  from  the  big  risk — a  stock  market 
crash.  Says  Sprow,  "If  the  market  went 
down  25%  and  we  went  down  24%, 
we  did  a  good  job." 

If  you  are  game  for  a  Uttie  rock- 
climbing  in  the  mortgage  market, 
consider  this  fiind.  One  other  caution, 
however:  Don't  own  it  in  a  taxable 
account.  Those  derivatives  convert 
what  would  have  been  capital  gains  on 
your  index  fijnd  into  ordinary  income. 
So  if  you  want  a  superindex  fimd,  o\\ti 
it  in  an  IRA  or  401  (k).  IB 
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American  Cen  i  ukv 
Inters  AnoN  AT,  Investing 

International  Growth  Funds 

1-Year 
Return 

5-Year 
Return 

Life  cfI  Fund 
(5/9/91) 

Momn^tar 
Overall  Rating 

Twentieth  Century 
International  Growth 

Upper  Category  Average 

(5/9/91-6/30/97) 

27^9% 
16.5"- 

143* 

123* 

15.4* 
10.9* 

**•• 

International  Small  Cap  Funds 

1-Year 
Return 

3-Year 
Return 

Ufe  of  Fund 
(4/1/94) 

Momingstar 
Overall  Rating 

Twentieth  Century 
International  Discovery 

Upper  Category  Average 

(4/7/94-6/30/97) 

26.3*^" 
13.5"° 

19.4* 

8.8* 

20.5"/° 

8.7"/" 

*•*•* 

Average  Annual  Total  Returns  as  of  6/30/97.  The  Upper  measunng  penod  of  4/7/94-6/30/97  is  the  closest  penod  of 
comparison  to  International  Discovery  Life  of  Fund  from  4/1/94-6/30/97.  Momingstar  Ratings  as  of  8/31/97  for  overall 
performance  among  573  International  Growth  and  Intemational  Small  Cap  fijnds.  International  Discovery  requires  a 
$1 0,000  minimum  investment,  while  International  Growth's  minimum  is  only  $2,500.  Upper  Analytical  Seoflce  rankings 
are  based  on  total  returns  with  all  dividends  reinvested.  Upper  International  Small  Company  lijnd  category  is  a  group 
of  funds  that  invest  at  least  65%  of  their  assets  in  equity  securities  of  non-United  States  companies  with  market 
capitalization  less  than  $1  billion  U.S.  and  is  not  available  for  purchase. 

How  in  the  world  do  you  get 
performance  like  this? 


For  starters,  you  could  read  stacks  of 
financial  publications  from  all  over  the 
globe.  On  top  of  that,  you  could  develop  a 
software  system  that  tracks  the  perfor- 
mance of  companies  worldwide.  Then,  you 
could  hire  a  team  of  researchers  to  analyze 
the  data  and  identify  the  companies 
showing  strong,  sustainable  growth. 
Finally,  you  could  get  on  a  plane  and  pay  a 
visit  to  the  companies  offering  the  best 


opportunities.  Or,  you  could  just  call 
American  Century.  Our  international 
hind  managers  do  all  of  this,  and  more, 
on  your  behalf.  And,  as  this  chart  shows, 
their  approach  seems  to  be  working.  Of 
course,  you  should  keep  in  mind  that 
international  investments  are  subject  to 
special  risks,  such  as  currency  fluctuation 
or  political  instability  Call  to  find  out  more 
about  these  world-wise  investments. 


I 


Please  ask  for  a  prospectus  with  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefidly  before  you  invest. 

Nalumlly,  past  performance  can't  ^mrantee  future  results.  These  fi^^uivs  are  for  inivstor  class  shares.  Other  share  classes  are  mmilnble.  bwestment  retnrn 
mul  the  value  of  your  principal  will  fluctuate,  and  the  final  value  of  your  investment  may  he  more  or  less  than  what  you  started  with. 
Mornm^star  pmprietani  ratings  reflect  risk-adjusted  performance  as  of  8/31/97.  International  Growth  has  four  star  ratings  fi>r  its  three-year  period  out  of 
573  funds  and  five-year  out  of  246  funds.  International  Discoven/  has  a  five  star  rating  fiv  its  three-year  period  out  of  573  funds.  The  overall  rating,  which 
may  change  montlih/.  is  calculated  from  tlie  fund's  three-,  five-  and  ten-year  (when  available)  average  annual  total  returns  in  excess  of  90-day  Treasury  hill 
returns  with  the  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  peifbrmancc  below  90-day  Treasun/  bill  returns.  Ten  percent  of 'he  funds  in 
an  investment  category  receive  five  stars  and  the  next  22.5"/,,  receive  four  stars.  Please  consult  a  prospectus.  The  figures  represent  past  performance  and 
assume  all  dividends  ivere  reinvested.  ©  1997  American  Century  Services  Corpwration,  American  Century  hwestment  Services,  Inc.  FBS 
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INHRNATIONAL  INVESTING 


The  powei*  of 
positive  pricing 

Europe's  long,  dank  recession  is  over,  says  a  Morgan 
Stanley  strategist.  Here,  some  stocks  worth  a  look. 


By  Caroline  Waxier 

Europe  has  been  in  the  doldrums 
since  late  1992.  gdp  growth  averaged 
a  tired  1.9%  annually  from  1992  to 
1996,  and  unemployment  across  the 
continent  remains  a  staggering  11%. 

Shades  of  the  mid-Seventies  in  the 
U.S..^  There  are  differences.  Whereas 
the  U.S.  (see  story,  p.  118)  deregulated 
aggressively  and  cut  taxes  in  the  Eight- 
ies, most  of  Europe  still  suffers  from 
the  welfare  state  mentalit)^ 

Nevertheless,  Morgan  Stanley  Dean 
Witter  is  bullish  long  term  on  at  least 
Western  Europe.  Morgan  Stanley  U.S. 
Investment  Strategist  B}Ton  Wien  and 
Chief  Economist  Stephen  Roach 
recently  returned  from  a  European 
trip  and  say  they  were  astounded  by 
the  optimism  they  found.  "Europeans 
are  no  longer  anticipating  recovery — 
it's  here,"  says  Wien. 

The  European  markets  are  not 
exactly  undiscovered.  Italy's  equit)' 
average  is  up  32%  this  year  in  dollar 
terms,   the    U.K.    is   up    18%,   and 


Swedish  stocks  galloped  ahead  26%. 

Richard  Davidson,  Morgan  Stan- 
ley's European  strategist,  claims  that 
Europe's  economy  has  been  quietly 
recovering  for  several  years.  At  first 
this  was  dri\'en  by  weak  currencies  and 
strong  exports.  Now  the  growth  is  in 
capital  spending.  Straw  in  the  wind: 
GDP  growth  in  Germany,  France  and 
the  U.K.  was  higher  than  in  the  U.S.' 
last  quarter.  And  cash 
flow  as  a  percentage 
of  sales  at  companies 
across  Europe  is  aver- 
aging 11%,  the  high- 
est rate  in  25  years. 

Europe,  says 

Davidson,  is  doing 
some  of  the  restruc- 
turing that  paid  off 
for  U.S.  companies. 
Conglomerates  such 
as  Suez  Lyonnaise 
des  Eaux  and 
Generale   des   Eaux 


Winners  and  losers  in  Europe's  recovery 

Company 

Ticker 

Business 

Recent 
price 

Winners 

Accor 

AC* 

hotels 

$198' 

■  British  Aerospace 

BTASF 

aerospace/defense 

28 

■  Heineken 

HINKY 

brewing 

177 

■  Ladbroke  Group 

LADGY 

hotels  &  gaming 

5 

■  Tl  Group 

TIGUF 

aerospace 

11 

Losers 

■  Astra 

A 

pharmaceuticals 

17 

■  Deutsche  Telekom 

DT 

telecommunications 

19 

^  "Peugeot 

PEUGY 

automobiles 

33 

■  Roche 

ROHHY 

pharmaceuticals 

88 

■  SKF 

SKFRY 

metal  manufacturer 

31 

I  American  Depositary  Receipt.  *Paris  stock  exchange.  'Converted  from  francs. 


Companies  that  can  raise  prices  faster  than  inflation  will  come  out  on  top. 
Those  that  can't  will  find  even  an  economic  rebound  rough. 


are  breaking  up  and  spinning  oil 
unprofitable  divisions.  Net  income  a] 
a  percentage  of  sales  in  Europe  i[ 
3.5%— half  the  U.S.  level,  with  lots  o| 
room  to  grow. 

Not  all  stocks  will  do  well  in  thJ 
short  term.  Davidson  is  looking  foil 
companies  with  the  ability  to  raistl 
prices  in  a  period  of  low  inflation.  (Sct| 
the  table  for  some  of  his  picks.) 

The  hotel  business  is  an  examplcj 
Morgan  Stanley  hotel  analyst  Florij| 
van  Dijkum  says  that  when  business 
improves,  travel  benefits.  If  Europes 
GDP  growth  is  2.5%,  room-rate  gro\ 
historically  is  around  5%. 

Already,  some  European  hotel  rates  I 
are  up  between  7%  and  15%  this  year 
on  increased  demand.  The  clearest! 
beneficiary  should  be  Accor,  the 
largest  European  hotel  company. 
Van  Dijkum  thinks  the  stock  will  rise 
35%  by  next  year.  British-based  Lad- 
broke,  which  owns  Hilton  Interna- 
tional, is  benefiting. 
European  hotel 

stocks  should  be  1 5% 
higher  in  12  months. 
Davidson  likes 
the  aerospace  com- 
ponents industry — 
prices  are  rising 
between  5%  and 
15%.  Both  Boeing 
and  Airbus  are  taking 
orders  for  planes 
more  quickly  than 
their  suppliers  can 
roll  out  the  compo- 
nents. Suppliers  Ti 
Group  and  British  Aerospace  are 
among  the  winners  here. 

Davidson  is  cool  on  telecommuni- 
cations stocks,  especially  the  old 
monopoly  suppliers  like  Deutsche 
Telekom.  Only  British  Telecommuni- 
cations seems  ready  for  competition. 
He's  also  somewhat  down  on  phar- 
maceuticals. The  heaviest  profits 
come,  of  course,  fi-om  patented  drugs, 
and  patents  are  expiring,  with  not 
enough  new  in  the  pipeline  to  main- 
tain earnings  growth  rates.  Roche 
should  underperform  the  market. 

Though  Davidson  is  a  bull  long 
term  on  Europe,  the  market's  not 
what  anyone  would  call  cheap.  "Rela- 
tively speaking,  1  believe  Europe  will 
outperform  the  U.S.  and  Japanese 
markets  over  the  next  few  years."  WM 
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The  Kaufmann  Fund 

A  Stnnll  Company  Aggressive  Growth  Fund 


#/  Diversified  Fund  Since 
the  Market  Low  of  1987 


Ten-Year  Compounded 
Annual  Return 


RUSSEI 
lOOO 


M 


500 


KAUFX 
aiND 


Kaufmann  Five  -Year  Return  . .  25.3% 
Kaufmann  One  -Year  Return..  17.5% 

Periods  ending  9/30/97 
per  Lipper  Analytical  Services 


— per  Mutual  Fund  Forecaster* 


Lawrence  Auriana  and  Hans  L'tscli, 
Portfolio  Co-managers 


^c: 


^ 

fT^ 


#y  Smaii  Company  Growth  Fund 
For  the  iO  Years  Ending  9130197 

—  per  Lipper  Analytical  Services** 

For  a  prospectus  call:  fSOOl  346"5263 

^Out  of  482  open-end  diversified  equity  fimds  for  tiie  period  of  12/4/87  -  9/30/97. 
''Out  of  52  equity  funds  for  the  period  of  9/30/87  -  9/30/97. 
Total  returns  for  periods  ending  September  30, 1997  are  historical  and  include  change 
in  share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption 
fee  and  a  12b-l  fee  in  excess  of  0.25%.  The  S&P  is  an  uiuuanaged  index  consisting  of 
the  common  stock  of  500  publicly  traded  U.S.  companies.  The  Russell  2000  Index 
consists  of  2,000  small  and  mid-cap  companies.  For  more  complete  infonuation 
including  charges,  expenses,  and  risl«  on  small-cap  stocks  please  read  the  prospectus 
carefully  before  you  invest.  The  performance  cited  represents  past  perfonnance 
which  is  not  indicative  of  future  results;  investment  performance  fluctuates;  fund 
shares  when  redeemed  may  be  worth  more  or  less  than  original  cost.  The  prices  of 
small  company  stocks  are  generally  more  volatile  than  those  of  large  companies. 

The  Kaufmamn  Fund,  Inc. 

Fax  (2 1 2)  66 1  -2266  » Internet  -  http://w^vw.kaufmann.com 


Lexington  fyoika  Dialog  Russia  Fund 


Cumulative  Total  Returns 


Since  inception  (7/3/96) 
through  6/30/97 

69.68% 

Year-to-date  through  9/18/97 

114.86%, 


Only  no-load  entry  to  Russia 
Developing  free  market  economy 
Low  comparative  company  valuations 
Improving  economic  fundamentals 
Rich  in  natural  resources 


ii' 


Die  Fund 
currcnai  fl 
oil  >hiirH  /it'll!  (I's.s 


LEXINGTON  FUNDS  DISTRIBUTOR,  INC. 

1  -800-526-0057 

invest  @  le.xfunds.  com 


iiiwlm  speculative  inivstiimts,  special  risks,  such  as  political,  economic  and  legal  uncertainties  and 
hictuations.  Share  prices  are  suhiect  to  substimlial  price  ivlatilitii  om  short  }vriod!s  of  time.  Redeiiwtion 
k'ld  less  than  ,]b5  days  are  subject  to  a  redemption  fee  of2''o  of  the  mdemptm  rnvrnfe.         9I{SI97 


Mutual  Funds  Portfolio 


€r 


VALUE  LINE 


No-Load 
Mutual 

ASSET  ALLOCATION  FUND     Funds 


Because  PositioningYour  Money 
in  the  Right  Place  at  the  Right  Time  Isn  't  Just  Luck, 

Annual  Total  Returns  as  of  period  ended  9/30/97 

One  Year  25.26% 

Three  Years  27.97% 

^  Life  of  Fund  (since  inception  8/24/93)    22.31  % 
Past  performance  is  no  guarantee  of  future  results. 

The  Value  Line  Asset  Allocation  Fund  shifts  its  assets 

among  stocks,  bonds  &  money  market  securities  to  maintain  a 

"dynamic  "  asset  class  mix,  using  Value  Line 's  acclaimed  quality 

research  and  proprietary  computer  models. 

For  more  information  and  a  prospectus,  call  Value  Line  today  at 

1-800-223-0818 

24  hours  a  day;  7  days  a  week. 
WWW.  valueline.com 

All  performance  data  is  historical  and  reflects  changes  in  share  price, 
reinvested  dividends,  and  is  net  of  expenses.  Return  and  principal  value  will 
vary  and  shares  may  be  worth  more  or  less  when  redeemed.  For  more  complete 
information,  including  management  fees  and  expenses,  call  for  a  prospectus. 
Read  it  carefully  before  you  im'est  or  send  money.  Value  Line  Securities,  Inc. 
Distributor  qfValue  Line  Mutual  Funds.  No-Load;  SlOOOminimum  investment 


Each  of  the  funds  featured  in  this  portfolio  will 

provide  you  with  a  prospectus.  Before  sending  money, 

read  each  prospectus  carefully,  which  contains  management 

fee  and  expenses,  to  make  sure  you  are  making 

the  right  investment  choice. 

Investment  return  and  principal  value  of  an  investment 

will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 

may  be  worth  more  or  less  than  at  original  cost. 

Past  performance  is  not  predictive  of  future  results. 

Fund  shares  are  neither  insured  nor 

guaranteed  by  the  U.S.  Government. 


For  more  information  on  advertising  in  the  next  IVIutual  Funds  Portfolio,  contact  Donna  Tarr  at  23^-620  2339 


15  years  ago,  E*TRADE  was  at  the  forefront  of 
online  investing.  It  was  conceived  with  one  purpose 
in  mind:  to  put  the  tools  of  investing  into  your  hands. 
Now,  millions  of  transactions  later,  E*TRADE 
continues  to  topple  the  old  ways  of  doing  things. 

You  get  free  quotes,  charts,  earnings  estimates, 
up-to-the-minute  news  and  live  market  analysis 
linked  to  your  portfolio.  All  to  help  you  invest  with 
more  control  and  intelligence. 

You  can  place  trades  through  your  PC  or  touchtone 
phone  — around  the  clock  —  for  a  fraction  of  the 
cost  of  traditional  providers. 

To  see  where  online  investing  is  going,  look  to  the 
company  that's  already  there.  Visit  our  Web  site  or 
call  today. 

www.etrade.com 

Call  1-800-ETRADE-1 


You  do  the  natli.  Compare: 

E*TRADE 

e.Schwab  Schwab    Merrill  Lynch 

Trade  by  phone 

800  listed  shares©  $20 

$14.95 

$117.36       $117.36        $319.00 

Trade  via  PC 

800  Nasdaq  shares  @$20 

$19.95 

$29.95       $10432       ^^^°;,^ 

Breaking  news,  charts, 
fundamental  data  and 
earnings  estimates 

Free 

Free            Free             Free 

Customer  service 

Free 

Fees  may        -                   . 
apply           Free            Free 

Some  firms  may  offer  discounts  and  services  not  available  at  E»TRADE.  Limit  and  stop 
orders  are  $19.95.  For  listed  orders  over  5,000  sfiares,  add  Ic/sfiare  to  tfie  entire  order.  Add 
$15  for  broker-assisted  trades.  Orders  execute  during  market  hours.  Comparative  rates  are 
based  on  a  9/17/97  phone  survey.  No  connect  fees  for  Web  access.  Direct  modem  and 
touchtone  connect  fees  are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay 
nothing.  ©  1997  E*TRADE  Securities,  Inc.  Member  NASD,  SIPC.  MFRBS97 


f  TRADE  I  Someday,  we  a  invest  this  way; 


muncT  a  invEoimcnio 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  market  is  flirting  with  new  highs 
again,  and  Stovall  21st  Advisers'  pres- 
ident, Robert  Stovall,  is  stressing  yield 
along  with  capital  appreciation.  Sto- 
vall favors  convertible  preferreds, 
some  of  which  offer  terrific  yields 
when  the  underlying  common  pays 
only  a  tiny  dividend  or  none  at  all. 
"Convertible  preferreds  aren't  widely 
followed,"  says  Stovall,  "so  those  who 
research  them  can  find  nice  deals." 
Both  Amax  Gold  and  Battle  Moun- 
tain Gold  convertible  preferreds,  for 
instance,  yield  over  6%,  which  helps 
insulate  them  from  a  market  decline. 
If  gold  prices  rebound,  these  shares 
would  rise  along  with  the  common. 
Stovall  also  likes  electronics  retailer 
Best  Buy's  convertible  preferred, 
which  yields  8%.  It's  up  50%  so  far 
this  year,  and  Stovall  thinks  it's  a 
superior  play  to  the  common. 


Special  focus 


As  the  recent  UPS  strike  made  clear,  the 
U.S.  economy  is  more  dependent  than 
ever  on  the  trucking  and  shipping  indus- 
tries. Even  with  rising  labor  costs,  truck- 
ers are  benefiting  from  the  economy's 
slow  but  steady  growth.  The  8  trucking 
stocks  below  sell  for  between  10  and  18 
times  estimated  1998  earnings. 


Keep  on  trucking 

Company 

Recent 
price 

1998 
estPE 

Arnold  Industries 

$25.00 

17 

CNF  Transportation 

45.94 

18      ' 

Covenant  Transport 

19.25 

15 

Landstar  System 

25.63 

10 

MS  Carriers 

26.94 

16 

Roadway  Express 

29.00 

14 

USFreightways 

34.94 

14 

Yellow 

32.81 

16 

Sources:  Value  Line  via  OneSource  Infomation 
Services;  IBES  Express. 

The  overall  market 


The  Barra  All-US 

price  Index  as  of  1 0/1 0/97 

5300 
4500 

3700 

Market  value:  $11.0  trillion 

P/E:  23.6 

P/E  minus  negative  EPS:  21.9 

Price/book:  3.5 

Yield:  1.4% 

y 

2900 

,-/--^ 

r 

2100 

^             .AL 

iyf^ 

1300 

V^ 

^^Performance             Price 

Last  4  weeks              4.9% 
Since  12/31/96        29.4 
1          1           1           1           1 

Total  return 

5.1% 
31.5 

1           1 

5600 

12-month  closeup 

5100 

A/ 

4600 

1  y 

4100 

j/y/ 

3600 

^r^ ,    S200-(i3yiMYinti»ifa|i 

ONOJFMAMJ    JASO 

'87     '88     '89     '90     '91     '92     '93     '94     '95    '96     '97 


'96 


'97 


The  best  and  worst  performing  industry  factors' 


Best 


2-week 
change 


Change 

since 

12/31/96 


Worst 


2-week 
change 


Change 

since 

12/31/98 


Oilfield  services 

14.6% 

83.5%' 

Pollution  control 

-5.4% 

10.0% 

Cosmetics 

8.6 

25.5 

Iron  &  steel 

-4.2 

17.3 

Motor  vehicles 

6.2 

24.8 

Aluminum 

-3.1 

11.6 

Water  transport 

5.8 

43.0 

Misc  mining  metals 

-2.7 

1.6 

Precious  metals 

4.9 

1.3 

Liquor 

-2.6 

8.2 

Closeup  on  the  markets 

jjlJIH 

Index  or  investment 

%chan 

ge  from 
5-year  high 

Barra  Ail-US  index 

2.6% 

■■■i 

35.4% 

-1.1% 

S&P/BarraGro«1h  index' 

2.6 

■■■■ 

40.2 

-1.6 

S&P/Barra  Value  index^ 

2.0 

■■■1 

35.6 

-1.7 

:_    Dow  Jones  industrials 

1.6 

IHB 

34.8 

-2.6 

S&P  500 

2.3 

■■H 

38.0 

-1.6 

NYSE 

2.4 

■■■ 

35.9 

-1.4 

Nasdaq 

3.4 

■■■■i 

39.3 

-0.4 

PSE  Tech lOO' 

2.9 

■■■■I 

51.3 

0.0 

EAFE^ 

-0.1 

1 

10.2 

-4.2 

S6 

CRB  futures  index 

1.6 

^^1 

0.4 

-7.3 

Gold '  (Comex  spot) 

0.6 

■ 

-13.7 

-21.3 

Yen''(per$US) 

-1.1 

^H 

7.4 

-A.l 

Oil  (W  Texas  Intermediate) 

6.1 

■■■Hi 

■IB 

-21.7 

The  best  and 

.>._.«         A             ■ 

worst  performing  stocks 

Best 

Recent     2-week 
price       change 

1997 

EPS'      Worst 

Recent 
price 

2-week 
change 

1997 
EPS' 

Secure  Computing 

$12.00         64% 

$-0.32     Datum 

$26,00 

-45% 

$1.20 

FileNet 

24.94         57 

-0.21     Imnet  Systems 

22.69 

-42 

0.84* 

TCSI 

Superior  Energy  Services 

8.63         57 

0.00     Rational  Software 

9.88 

-39 

0.50 

12.81         41 

0.32     Silicon  Graphics 

17.25 

-35 

1.21* 

Edify 

20.00         40 

0.14    Triduint  Semiconductor 

29.31 

-32 

0.77 

Note:  Data  for  period  ending  10/10/97.  The  Barra  AH-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  *1998  estimate.  'Total  return  of  more  than  150  large-capitalization  stocks  that  tiave  high  historical  earnings  growth  and  have  predicted  above- 
average  earnings  growth.  -Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  -A  price-weighted  index  of  100  widely 
followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International. 
^Index  of  21  commodity  futures.  'Source;  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  ^Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth 
characteristics.  IVIulti-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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NEW  ISSUES  REVIEW 


The  biggest  new  issues  last  quarter 


Company/business 

Galileo  International/travel  agency  services 

JD  Edwards/corporate  productivity  softvi/are 

Avis  Rent  A  Car/auto  rental 

Nextlink  Communications/telecommunications  services 

@Entertainment/pay  TV  in  Poland 

Ivex  Packaging/specialty  pacl<aging  products 

American  Capital  Strategies/financial  services 

Ocular  Sciences/manufactures  contact  lenses 

CMP  Media/newspapers  &  magazines 

Box  Hill  Systems/data  storage  systems 


Performance  update 


BY  scon  DECARLq 


The  new  issues  market  is  heating  up 
again,  but  the  current  year  is  unlike- 
ly to  match  1996,  a  record.  Through 
tlie  first  nine  months  of  this  year  375 
companies  came  to  market  and  raised 
$17.8  billion  in  equity,  versus  the 
531  new  issues  and  $28.9  billion  that 
were  raised  in  the  j5rst  three  quarters 
of  1996. 

One  sign  of  a  hotter  new  issue 
market:  Underwriters  are  jacking  up 
offering  prices.  According  to  Renais- 
sance Capital,  in  the  third  quarter  of 
this  year  33%  of  new  issues  went  to 
market  for  higher  offering  prices  than 
were  targeted  in  their  original  filings. 
In  contrast,  in  the  second  quarter  of 
the  year  only  17%  of  new  issues  were 
priced  higher. 

Linda  Killian,  portfolio  manager  at 
Renaissance  Capital,  says  70  com- 
panies are  poised  to  go  public  in  the 
month  of  November.  Two  names: 
AMF  Bowling,  the  leading  operator  of 
bowling  centers  and  maker  of  bowl- 
ing equipment,  and  Beringer  Wine 
Estates  Holdings,  America's  top 
seller  of  California  premium  wines. 

For  now,  investors  can't  get 
enough  new  issues.  In  the  third  quar- 
ter the  average  IPO  gained  27%.  A 
great  game  while  it  lasts.  How  will 
you  know  when  it's  over?  When  you 
can  get  all  you  want  of  a  "hot"  issue. 

Note:  Tills  report  covers  initial  public  offerings  of  common 
more.  Closed-end  funds,  limited  partnerships  and  ADRs 
investment  trusts  and  spinoffs.  *Spllt-adjusted.  'The  endlni 
Source:  Securities  Data  Co. 


Exchange 

Offer 
date 

Offer 
price 

9/30/97 
price 

Offering 
($niil) 

Lead                           Performance  to  date 
undenwriter                      absolute    rel  to  mkt' 

n 

7/24/97 

$24.50 

$27.94 

$784 

Morgan  Stanley  Dean  Witter    14% 

113 

0 

9/23/97 

23.00 

33.50 

363 

Morgan  Stanley  Dean  Witter   46 

146 

n 

9/23/97 

17.00 

23. B8 

332 

Bear  Stearns                        40 

141 

0 

9/26/97 

17.00 

24.00 

258 

Salomon  Brottiers                  41 

141 

0 

7/30/97 

21.00 

15.75 

200 

Goldman  Sachs                   -25 

75 

n 

9/30/97 

16.00 

16.00 

134 

Merrill  Lyncii                           0 

100 

0 

8/29/97 

15.00 

20.00 

126 

Friedman  Billings  Ramsey      33 

127 

0 

8/4/97 

16.50 

23.13 

119 

Morgan  Stanley  Dean  Witter   40 

141 

0 

7/24/97 

22.00 
15.00 

25.00 

110 

Goldman  Saciis                     14 

113 

n 

9/16/97 

17.50 

83 

Salomon  Brothers                 17 

116 

The  best  new  issues  last  quarter                                                       | 

Offer    Offering 
Company/business                                  price     {$mil) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt' 

Freide  Goldman  Intl/oilfield  services           $ 8.50*  $79 

Jefferies 

253% 

340      I 

Cal  Dive  Intl/marine  contracting  services    15.00      54 

Schroder  Wertheim 

148 
120 

234 

213 

At  Home/Internet  services  via  cable          10.50      95 

Morgan  Stanley  Dean  Witter 

Horizon  Pharmacies/drugstores                    5.00       6 

Capital  West  Sees 

110 

201 

191 

EduTreklntl/operates  American  College     14.00     36 

Smith  Barney 

90 

The  worst  new  issues  last  quarter 


Company/business 

Offer 
price 

Offering 
($mii) 

Lead 
underwriter 

Performance  to  date 
absolute    rel  to  mkt' 

@Entertainment/pay  TV  in  Poland 

$21.00 

$200 
8 

5 
31 

Goldman  Sachs 
DH  Blair 

Cohig&  Associates 
SBC  Warburg  Dillon  R 

-25% 
-20 
-15 
ead -15 
-15 

75 

80 
83 
83 

Piranha  Interactive  Publishing/softw/are 
Creative  Host  Svcs/food  concessions 
AutoCyte/cancer  screening  equipment 

5.00 

4.50 

10.00 

10.00 

Transcend  Therapeutics/pharmaceuticals 

18 

Everen  Sees 

The  most  active  investment  bankers'  industries  going  public 


Underwriter 

Total 
offerings 

Total  raised 
($mil) 

Industry 

Total 
offerings 

Total  raised 
($mil)         u 

Morgan  Stanley  Dean  Witter 
Merrill  Lynch 

29 
22 
20 
18 
17 

$3,538 
2,054 

Manufacturing 
Services 

195 

149 

$6,742 

5,154 

Goldman  Sachs 

2,022 

Retailing 

28 

7 

37 

1,475 
1,457 

Credit  Suisse  First  Boston 
DU 

1,873 
1,326 

Real  estate 
Wholesaling 

equities  with  offering  dates  of  7/1/97  to  9/30/97,  offering  prices  of  $2.50  or  more  and  offering  values  of  $5  million  or 
(American  Depositary  Receipts)  of  corporations  already  traded  in  foreign  countries  are  excluded,  as  are  real  estate 
ig  value  of  $100  Invested  in  the  stock,  divided  by  the  ending  value  of  $1  Invested  in  the  market.  ^Latest  12  months. 
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|The  Biggest 

Consumer 

Fraud 

In  America 


NEARLY  60  PERCENT  of  today's  high  school  graduates 
enter  college — an  impressive  number  considering  the  fact  that  tuition 
rates  have  grown  nearly  three  times  as  fast  as  inflation  and  twice  as 
fast  as  the  economy.  A  college  education  is,  it  seems,  no  longer  a  four- 
year  expense;  it  is  a  lifetime  mortgage. 

What  kind  of  return  do  students  receive  for  their  investment?  According  to 
national  surveys,  tens  of  thousands  of  college  seniors  do  not  know  when 
Columbus  sailed  to  the  New  World,  who  wrote  the  Declaration  of 
Independence,  or  why  die  Civil  War  was  fought.  In  one  recent  test,  half  of  the 
graduates  could  not  even  interpret  a  simple  bus  schedule.  No  wonder  higher 
education  has  been  called  "the  biggest  consumer  fraud  in  America." 

On  many  campuses,  students  pay  as  much  as  $20,000  a  year  for  the 
privilege  of  being  crammed  into  classrooms  of  500  or  1,000.  Seldom  do  diey 
come  into  contact  widi  professors — most  of  their  courses  are  taught  by  other 
students  who  are  called  "teaching  assistants."  And  so  few  sections  of  required 
courses  are  offered  that  it  takes  them  five  to  sue  years  to  complete  their  degrees. 

One  educator  admits  that  all  this  "is  a  condemnation  of  higher 
education.  If  we  were  running  an  automobile  plant,  we  would  be  out  of 
business."  He  knows,  however,  that  most  colleges  and  universities  stopped 
acting  like  businesses  a  long  time  ago.  That's  because  they  have  gone  on 
the  dole.  Government  subsidies  are  their  "bottom  line." 

But  Hillsdale  College  refuses  federal  funds  and  federal 
control.  The  bottom  line  is  success,  not  subsidies.  Students  are  offered 
an  outstanding  four-year  liberal  arts  education  and  intensive  contact  with 
talented  professors  who  really  care  about  them.  The  College's  educational 
mission  also  extends  far  beyond  campus  to  reach  more  than  750,000 
subscribers  through  Imprimis.  This  free 
publication  features  some  of  the  most  important 
scholars  and  leaders  of  the  day  on  timely  issues 
of  national  interest. 


IMPRIMIS— Hillsdale  College's  award- 
winning  monthly  speech  digest  of 
challenging  ideas — is  free  upon  request. 
Please  sign  up  today  and  join  our  audience 
of  more  than  750,000  subscribers! 


D  I  would  like  a  FREE  subscription  io  Imprimis. 


Mr.       Mr      Dr. 
NAME  Miss     Ms. 


TITI.E/0RGAN1ZATI0N 
ADDRESS 


CITY/STATE/ZIP  

PHONE   ( ) 


MAIL  TO:  Imprimis,  Hillsdale  College, 

Dept.  FB-26,  Hillsdale,  MI  49242 

OR  CAIi  TOLL-FREE:  1-800-535-0860 


HiLLSDALEtE  il 

^College 


STREETWALKER 
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Hidden  value  at  Hughes 

^^^^  Asset  shufflings  often  uncover  hidden 

^^^^  gems.  Example:  Hughes  Electronics 
Corp.  (NYSE:  gmh),  die  $18  billion  (1997  esti- 
mated sales)  defense,  satellite  construction 
and  services  company.  Trading  at  a  recent 
$68,  the  stock  is  worth  $15  more,  says 
J. P.  Morgan  analyst  Roger  Threlfall. 

General  Motors,  which  owns  Hughes, 
is  selling  its  defense  and  aerospace  opera- 
tions to  Raytheon;  CM  is  also  absorbing 
Hughes'  Delco  automotive  unit  into  its  own 
operations.  That  leaves  the  rest  of  Hughes 
Electronics — on  its  own  the  world's  biggest  ^  ^. 

satellite  construction  and  services  provider,  with 
estimated  1997  revenues  of  $5.6  billion. 

In  the  $10.1  billion  aerospace  deal,  Hughes  sharehold- 
ers will  get  about  $31  a  share  in  Raytheon  stock,  while 
Hughes  Electronics  will  get  a  further  $3.9  billion  in  cash, 
worth  $10  a  share.  The  deal  is  expected  to  close  by  the 


end  of  the  year.  The  $27  billion  satellite 
equipment  and  services  market  is  hot. 
But  investors  confused  by  Hughes' 
jumble  of  assets  are  valuing  its  satellite] 
construction  and  equipment  busi- 
ness, along  with  its  DirecTV  unitj 
and  other  telecom  businesses,  at 
$16  a  share,  not  the  $30  the 
operations  are  worth,  says  Threl- 
fall. Throw  in  $12  for  Hughes' 
share  of  GM's  71.5%  stake  in 
satellite  service  provider  Pan- 
AmSat  (Nasdaq:  spot),  the  Ray- 
theon stock  and  $10  in  cash  and 
you  get  $83  a  share. 
Wall  Street  will  take  a  closer  look  once 
Hughes  gets  less  confiising,  says  Donaldson,  Lufkin  & 
Jenrette  analyst  Karim  Zia.  Buy  the  stock  now.  You'll  be 
in  the  company  of  Harvard  Management,  George  Soros 
and  Michael  Price.  -John  Gorham 


Meteir  madness 

Itron,  Inc.  (Nasdaq:  itri) 
should  have  a  glowing  future. 
The  company's  automatic  meter- 
readers  let  utilities  monitor  gas  or 
electricity  consumption  from  a 
roving  van  or  over  a  wireless  network 
instead  of  sending  workers  door  to 
door  each  month.  Itron  (estimated 
1997  sales,  $210  million)  generates 
45%  gross  margins  on  each  $45 
reader  it  sells.  Bulls  maintain  there's 
plenty  of  upside:  Just  5%  of  North 
America's  270  million  electric,  gas 
and  water  meters  use  such  devices — a 
potential  market  for  Itron  estimated 
at  $13  billion.  Investors  have  bid  the 
stock  to  a  recent  $26.62,  just  below 
its  52-week  high  of  $28. 

Itron  may  indeed  thrive  when  util- 
ity deregTilation 
takes  effect; 
competing 


utilities  offering  customers  different 
services  and  prices  for  energy  usage 
will  require  easier  meter  reading.  But 
those  days  aren't  here  yet.  When 
they  come,  other  technologies  could 
eclipse  Itron's  older,  radio- based 
technology.  Meanwhile,  the  firm  lost 
$1.5  million  last  year. 

In  early  1996  it  signed  a  deal  with 
Duquesne  Light  Co.  to  install  a 
system  that  would  allow  the  utility  to 
monitor  600,000  meters  a  day.  Itron 
said  it  would  take  a  year  to  build;  18 
months  later,  it  has  only  100,000 
meters  monitored  on  the  network. 
This  hasn't  stopped  Itron  fi^om 
recording  more  than  $10  million  in 
expected  revenue  on  the  Duquesne 
contract  in  the  first  two  quarters  of 
this  year  even  though  it  has  received 
less  than  10%  of  that  amount.  Itron 
is  recording  expected  contract  rev- 
enue using  the  "percentage  of 
completion"  accounting 
method,  which  allows  it 
to  book  immediately 
the  revenues  the  com- 
pany expects  to  receive 
over  the  15 -year  con- 
tract. One  analyst  thinks 
auditors  may  nix  this 
practice  by  year-end.  If  so, 
Itron  wdll  have  to  restate 
first-half  1997  numbers  to 
show  a  loss  of  77  cents  per 


share,  far  worse  than  the  29-cents-a- 
share  loss  the  company  reported. 
Further  contract  problems  will 
likely  make  Itron  miss  its  1998  esti- 
mates. The  stock  could  plunge  to 
$12.  Shares  are  borrowable  if  you 
want  to  short  it. 

-Daniel  Roth 

Tomafounds  in  progress 

^^^  Even  though  interest  rates 
^^^^  have  bUpped  up  in  recent 
weeks,  Charles  Clough,  chief  invest- 
ment strategist  at  Merrill  Lynch, 
believes  their  long-term  trend  will  be 
lower.  Two  of  the  biggest  beneficia- 
ries, says  Clough:  airlines  and  cable 
TV  operators. 

Stocks  in  both  industries  have 
been  depressed.  Price/earnings  ratios 
of  airlines,  for  example,  are  no  higher 
than  10,  versus  the  s&p  500's  multi- 
ple of  18.  Cable  stocks  now  trade  at 
around  8  times  cash  flow,  versus  a 
high  ofl4  in  1994. 

Both  industries  are  ending  a  bout 
of  overexpansion.  Airlines  are  closing 
overserved  hubs  and  putting  money 
into  new  planes.  Cable  companies, 
saddled  with  debt  fi-om  laying  cable 
and  paying  top  dollar  for  acquisi- 
tions, have  cut  back  investments  in 
infrastructure  and  are  selling  assets. 
Tele-Communications,  Inc.  just  shuf- 
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Te  power  to  create  value 


Not  all  growth  is  healthy.  Short-term  gains  don't  necessa- 
rily lead  to  long-term  growth.  At  VEBA,  growth  means 
nothing  unless  it  leads  to  financial  fitness.  Turning  gains 
into  strong  returns  creates  real  value:  We  tripled  our  share 
price  over  the  last  five  years. 

VEBA.  You  may  not  know  us  now,  but  you  will.  A  $44 
billion  German  company  active  in  the  fields  of  electricity, 
chemicals,  oil,  trading,  transportation,  services  and  telecom- 
munications. We're  big.  And,  more  importantly,  we're  strong. 


Our  strength  lies  both  in  our  diversity  and  our  resolute 
focus  on  creating  sustainable  shareholder  value-an  un- 
beatable combination.  You  might  want  to  build  some 
financial  muscle  of  your  own.  With  VEBA. 

For  more  information,  you  can  reach  us  through  VEBA 
Corporation,  605  Third  Avenue,  New  York,  NY  10158. 
Telephone:  (212)  922-2728,  Internet:  www.veba.com 


THEY  JUST  WAN! 
"  1VE  YOU  A  PIECE 
*)F  THEIR  MINDS. 


[ouncJfrani 
»ntCo. 


r\r\d  that's  what  you'll  i 
when  you  go  one-on-one  w' 
America's  leading  business  inr 
vators.  Introducing  Great  MIna 
of  Business,  a  new  home  vid 
series  designed  to  enhance  yc 
business  and  career  by  giving  y 
a  rare  insider's  perspective  i 
management,  finance,  investin|  fourstc 
entrepreneurship  and  marketing. 


::Bonin 
Viivbotl 

-ietdai 


Consider  this  your  chancl^ui^Co! 


to  share  private  conversatiorj 


■Tck- 


with  five  leaders  who  ha\i  ...jq; 
rewritten  the  rules  on  how  busf 


ness  is  done  and  are  redefinin 
the  way  companies  will  run  i 
the  21st  century. 

All  five  riveting  and  informa 
tive  interviews  are  conducted  b 
Forbes  magazine's  Senior  Edito 
Gretchen  Morgenson.  Th 
series  is  a  co-production  o 
Forbes  Inc.,  WGBH  Boston  anc 
Unapix  Entertainment. 

The  five  videos  can  b( 
yours  for  only  $79.95,  or  $19. 9J 
per  tape,  plus  shipping  and  han 
dling. 

It's  a  no  brainer.  To  order  call- 

800-603-9088 

Also  available  in  bookstores  everywhere, 
FORBES®  Great  Minds  of  Business 

companion  book. 

The  Great  Minds  video  series,  including 
Great  Minds  of  Medicine  and  Great  Minds 
of  Science,  is  also  available  at  your  local 
retailer. 

Check  your  local  public  television 
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Great  Minds  of  Business  is  a  co-production  of  Forbes  Inc.,  WGBH  Boston  and  Unapix  Entertainment  (ASE/UPX).  The  series  is  sponsored  by  Travelers  Group. 
Photographs  courtesy  of  Unapix/WGBH  Boston  (Paul  Volcker),  Federal  Express  Corp.,  Pleasant  Rowland,  Peter  Lynch,  Intel  Corp. 
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fled  enough  properties  to  eliminate 
|i$l  billion  in  debt. 

Now  both  industries  are  produc- 
iing  more  cash  than  they  can  reinvest 
lin  their  current  operations.  This 
I  reminds  Clough  of  bank  stocks  in 
the  early  1990s,  when  investors  fled 
the  group  on  fears  of  falling  earnings 
and  rising  loan  losses.  Banks  are  now 
market  darlings. 

Four  stocks  that  Streetwalker 
thinks  worth  considering:  American 
Airlines'  parent  AMR  Corp.  (nyse: 
AMR),  Comcast  Corp.  (Nasdaq: 
CMCSA),  Delta  Air  Lines  (nyse:  dal) 
and  Tele-Communications,  Inc. 
(Nasdaq:  tcoma). 

Playing  ^D'  on  Rates 

If  you  want  high  yields  but 
worry  about  rising  interest 
rates,  consider  Merrill  Lynch's  Debt 
Strategies  Fund  (nyse:  dbs).  This 
closed-end  bond  hind,  currendy 
trading  at  around  $10.25,  is  less  sen- 
sitive to  rate  hikes.  It  iiwests  in  both 
high-yield  debt  and  variable-rate 
bank  loans  and  offers  a  generous 
9.5%  yield. 

Variable-rate  bank  loans  account 
for  48%  of  assets;  junk  bonds,  43%; 
and  distressed  securities,  9%. 
Morgan  Stanley  analyst  Robert 
Young  says  variable -rate  bank  loans' 
interest  rates  are  reset  on  average 
every  30  to  60  days,  so  they  don't 
decline  in  value  when  rates  rise.  The 
fund's  junk  bonds  generate  high 
yields,  but  since  average  maturity  is 
between  eight  and  ten  years,  they're 
not  as  sensitive  to  rising  rates  as 
longer-term  paper.  Portfolio  manag- 
er Douglas  Henderson  changes  the 
fund's  allocations  depending  on  his 
assessment  of  the  interest  rate  envi- 
ronment. Ownership  of  distressed 
securities  is  currentiy  at  a  low  level 
because  prices  have  been  bid  up 
too  high. 

Young  says  DBS  is  a  good  buy.  It 
trades  at  a  1%  premium  to  NAV;  two 
similarly  defensive  closed  end  funds 
trade  at  4%  and  9%  premiums.  As 
investors  become  familiar  v^th  tiie 
fund,  DBS'  premium  will  likely 
increase.  The  stock  could  rise  to 
$10.79  witiiin  12  montiis,  a  12.3% 
total  return. 

-Dolly  Setion  ^ 
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Private 

Banking  is  our 

core  business. 


At  Bank  Julius  Baer  private  banking  has 
been  our  core  business  since  1890,  serv- 
ing generations  of  individual  investors. 

You  benefit  therefore  from  the  full 
attention  of  seasoned  experts  focused  on 
your  personal  goal  of  optimal  long-term, 
after-tax  investment  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  com- 
mitment. For  Julius  Baer  group  expertise, 
please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montieal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The   Fine  Art  of   Private  Banking 

http://www.juliusbaGr.com 
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CAPITAL  MARKETS 


Toxic  waste  is  back 


■^Vi>''M:IIVi!rTrf 


Marilyn  Cohen 
is  president  of 
Envision  Capital 
Management,  Inc.,  a 
Los  Angeles-based 
fixed-income 
money  manager. 
envision@ix.netcom.com 


If  a  broker  calls  you  to  pitch  a  collateral- 
ized mortgage  obligation,  turn  him  down.  No 
way  do  you  want  to  own  these  things. 

What  is  a  CMO?  A  derivative  security  that  is 
backed  with  underlying  mortgage  pools  as 
collateral.  Plain  mortgage-pool  securities,  such 
as  those  from  Fannie  Mae  or  Ginnie  Mae,  can 
be  good  investments.  CMOs  are  something 
very  different.  They  are  Ginnie  Maes  and 
Fannie  Maes  that  have  been  carved,  sliced 
and  diced  into  tranches.  Institutional  investors 
get  the  good  slices  from  the  loaf  of  bread. 
You  get  the  heel. 

Armed  with  gobbledygook  explanations, 
brokers  are  again  pushing  CMOs  to  a  yield- 
chasing,  unsuspecting  public.  How  short  are 
investors'  memories!  It  was  only  four  years 
ago  that  CMOS  blew  up,  splattering  toxic 
byproducts  in  their  faces.  The  sales  pitch  will 
be  that  you  can  get  thus  and  so  many  basis 
points  over  Treasurys  on  your  CMO.  What  it 
will  not  include  is  the  disclosure  that  big 
interest  rate  shifts  either  down  (as  in  1993)  or 
up  (as  in  1994)  can  cause  very  unpleasant 
things  to  happen  to  the  duration,  cash  flow  or 
market  value  of  a  CMO. 

The  broker  will  be  happy  to  tell  you  about 
credit  quality^.  The  collateral  is  above  reproach: 
Ginnie  Mae,  Fannie  Mae  and  Freddie  Mac 
passthroughs.  But  that's  where  the  hygiene  ends. 

CMOS  do  not  belong  in  your  portfolio.  They 
are  for  institutions  with  the  staff  and  the  com- 
puter programs  to  evaluate  each  tranche  for 
risk  and  return. 

The  argot  alone  of  the  CMO  industry  should 
be  enough  to  scare  you  away.  The  tranches 
include  planned  amortization  classes,  or  PACs; 
targeted  amortization  classes,  or  TACs;  inverse 
floaters,  interest-only  tranches,  principal-only 
tranches,  residuals,  jump  Zs  (which  stands  for 
zero  as  in  zero  coupon  bonds)  and  synthetic 
lo-ettes.  These  babies  are  complicated.  If  you 
don't  know  what  all  these  things  are,  you 
shouldn't  own  any  of  them. 

Like  a  heavily  loaded  insurance  product,  a 
CMO  is  sold,  not  bought.  You  would  never  call 
up  your  broker  and  say  you  want  a  CMO 
maturing  in  2005  and  with  a  coupon  of  7%,  as 
with  Treasurys.  If  you  did,  he  would  drag  his 
feet  trying  to  find  you  one.  You  usually  buy 
only  what  your  broker  has  for  sale,  which  is 
the  dregs  the  institutions  leave  behind. 


Maturity."  Don't  believe  what  the  broker 
says.  He  can't  predict  it. 

Here's  a  real-life  example.  In  1993  an  insti- 
tutional investor  I  know  bought  a  CMO  whose 
collateral  was  a  Freddie  Mac  8%  mortgage 
pool  due  Mar.  15,  2022.  This  fellow  believed 
he  was  purchasing  a  short-duration,  easily  sal-  ' 
able  CMO  yielding  1.5  percentage  points  more 
than  Treasury  bills.  He  also  believed  he  would 
get  his  money  back  in  six  to  nine  months,  just 
when  he'd  need  it. 

The  reality  was  very  different.  Only  45%  of 
the  principal  was  returned  in  1993.  In  the 
next  three  years,  a  little  more  principal  drib- 
bled in.  Four  years  into  this  supposedly  short- 
term  investment  he  is  still  waiting  for  the  last 
30%  of  his  money.  Sure,  he  could  have  tried  to 
sell  the  position.  But  take  a  loss  on  an  invest- 
ment that  was  supposed  to  be  a  cash  equiva- 
lent? Tough  to  do. 

A  typical  CMO  pitch  these  days  goes  like 
this.  This  is  a  government-guaranteed  bond, 
collateralized  by  Freddie  Mac.  There's  no 
credit  quality  risk;  the  bond  will  yield  6.85%, 
70  basis  points  greater  than  the  nine -year 
Treasury.  Your  principal  will  be  returned  over 
an  average  life  of  nine  years. 

Do  you  know  the  difference 
between  a  planned 
amortization  class  and 
a  synthetic  lO-ette.^ 
Then  don't  buy  CMOs. 


What  the  broker  doesn't  tell  you  can  be 
hazardous.  The  behavior  of  this  Freddie  Mac 
may  not  come  close  to  past  experience  and 
you  may  end  up  with  a  long-term,  low-yield- 
ing, illiquid  security. 

The  best  rule  in  fixed-income  investing  is  to 
keep  it  simple.  If  you  want  liquidity,  get  a  no- 
load  Treasury  bond  fLind  with  a  low  expense 
ratio  (below  0.5%  annually).  If  you  are  highly 
confident  that  you  won't  need  to  sell  early, 
buy  Treasury  bonds  and  save  yourself  the 
0.5%.  If  you  won't  need  the  money  early,  and 
if  you  are  investing  through  a  tax-deferred 
account,  consider  owning  Ginnie  Maes.  They 
pay  a  little  better  than  Treasurys  but  would  be 
subject  to  state  income  taxes  if  you  owned 
them  in  a  taxable  account.  ^ 
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Your  time  is  as  valuable  as  your  money.  That's  why  OLDE  offers  professional  investment  advice  with  commission 

savings.  Most  discount  brokerage  firms  don't  provide  advice:  OLDE  does.  And  unlike  full-service/full-cost 

brokerage  firms,  OLDE  also  offers  significant  cost  savings.  This  rare  combination  of  advice  with  discount 

1^^  commissions  gives  OLDE  the  Unique  ability  to  help  you  save  time  and  money  -  a  combination  no  other 
^1^     major  national  brokerage  firm  provides. 

;  ■  With  OLDE,  your  investment  needs  can  be  met  with  one  brokerage  firm.  You'll  receive  more  than 

I  I  advice  or  commission  savings  alone;  you'll  receive  both.  Whether  you  are  looking  to  save  for  a  new 

**■**        ^jfe       home,  start  a  business,  invest  for  your  children's  education  or  secure  your  retirement,  OLDE  can 
■  help  with  an  extensive  selection  of  investment  choices  and  innovative  services  that  include: 

•  Stocks,  bonds,  mutual  funds 

•  Money  market  funds 
\  #  A  I   i  I  f*  '  Investment  research 

lir\  L  U  t       YC^  i  :•»«  •  No  annual  fee  IRAs 

H  •  Small  business  retirement  plans 

•  Tax-free  and  government  securities 
V  •  Account  protection  up  to  $25  million 

•  Ask  about  SmartTrade®  commissionless 
trading  (min.  $500,000) 

•  Free  account  transfer  service 
•  Offices  nationwide 

Advice^ 


One  Brokerage  Firm 

One  Call 
1-800-USA-OLDE 

ivww.OLDE.com 

Or  Check  Vie  Yellow  Pages 
For  Vie  Office  Nearest  You 

^OLDE 

America's  Full  Service  Discount  Broker 

Member  NYSE  &S1K 
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FIXED  INCOME  STRATEGY 


Why  T  bills  can  be  risky 


David  P.  Goldman 
is  president  of  SG 
Capital  Management 
Ltd.,  a  New  York 
money  manager. 


A  Wall  Streeter  I  know  was  making  nearly  '' 
$10  million  a  year  trading  mortgage  deriva- 
tives. He  took  such  big  risks  making  his 
money  that  he  couldn't  bear  to  take  risks 
investing  it.  He  kept  his  whole  portfolio  in 
Treasury  bills.  Millions  of  investors,  retirees  in 
particular,  for  similar  reasons  keep  a  large  slice 
of  their  money  in  short-term  instruments  like 
T  bills  or  CDs. 

They  may  not  know  it,  but  they  are  taking  a 
risk.  It  has  to  do  with  real  interest  rates. 

The  real  interest  rate  on  a  fixed-income 
investment  is  the  nominal  yield  minus  the 
inflation  rate.  Real  rates  on  T  bills  are  pretty 
low  most  of  the  time.  They  have  averaged 
1.25%  during  the  past  30  years.  The  real  rate 
is  high  now.  With  three-month  bills  yielding 
5%  and  inflation  at  around  2%,  you  make  3% 
after  inflation.  Apart  from  taxes,  you  could 
afford  to  spend  3%  of  your  principal  every 
year  if  you  wanted  to  live  off  a  T  bill  portfolio. 

Real  interest  rates  are  so  high  now  because 
of  the  Fed's  anti-inflation  stance.  Tight  money 
almost  always  means  higher  real  interest  rates. 
Thus  money  m.arket  investors  are  getting  a 
fi-ee  ride  on  the  Fed. 

The  free  ride  won't  last  forever,  though. 
Short-term  rates  will  fall,  perhaps  as  early  as 


Real  rates  and  hard  assets 


Real  T  bill  yield  (12-month  average)        Gold  price  (12-month  %  change) 
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When  the  real  rate  on  T  bills  dwindles,  goSd  usually  moves  up  in  price. 
So  a  small  dose  of  gold  could  stabilize  your  T  bill  return,  in  a  way. 


spring  1998.  When  that  happens,  the  real 
return  from  your  T  bill  portfolio  will  fall. 
That's  what  I  mean  when  I  say  there  is  a 
hidden  risk  in  T  bills  and  the  like.  The  risk  is 
that  your  real  return  could  drop  sharply.  If 
T  bill  rates  dropped  to  4%,  say,  and  inflation 
remained  at  2%,  you  would  be  getting  a  third 
less  real  income  than  you  are  now  from  cash- 
like instruments. 

How  can  you  hedge  against  this  hazard.' 

One  way  would  be  to  switch  from  bills  to 
Treasury  bonds.  Doing  that,  you  could  lock  in| 
a  nominal  return  of  close  to  6.5%.  That  would! 
give  you  handsome  real  income  of  4.5% — if 
inflation  remains  subdued. 

But  the  bond  strategy  is  too  risk>^  for  people  j 
worried  about  a  resurgence  of  inflation.  If  big 
inflation  returns  and  nominal  interest  rates 
climb,  bonds  will  get  clobbered. 

Here's  an  alternative  hedge:  Add  a  small 
amount  of  gold  to  your  money  market  portfo- 
lio. For  every  $100,000  you  have  in  T  bills, 
you  should  buy  $5,000  worth  of  gold  or  go 
long  $5,000  worth  of  gold  futures. 

Why  would  gold  provide  a  hedge  against  a 
decline  in  real  interest  rates.^  Because  the  price 
of  gold  reflects  inflation  expectations.  Usually, 
real  rates  decline  when  inflation  goes  up. 
That's  because  nominal  interest  rates  don't 
rise  fast  enough  to  keep  up  with  the  higher 
inflation  rate.  Gold,  in  contrast,  consistendy 
goes  up  in  price  when  inflation  expectations 
rise,  compensating  investors  for  the  decline  in 
real  interest  rates. 

Think  of  what  happened  in  the  late  1970s. 
Inflation  went  up,  and  the  price  of  gold  shot 
through  the  roof  With  inflation  high,  nomi- 
nal interest  rates  went  up,  too,  but  not  nearly 
as  fast.  The  result  was  that  if  you  were  invest- 
ed in  T  bills  you  lost  ground — real  interest  fell 
into  negative  territory.  A  side  bet  on  gold 
would  have  saved  your  hide. 

It  happened  again  at  the  beginning  of 
1992.  Gold  traded  at  around  $350  and  the 
real  T  bill  yield  stood  around  1.5%.  As  the 
Fed  eased  monetary  policy,  real  interest  rates 
fell  to  zero,  and  the  gold  price  rose  to  around 
$400  by  die  middle  of  1993. 

Since  then,  real  uiterest  rates  have  been 
rising  and  gold  has  been  falling. 

If  you  keep  a  large  proportion  of  your  port- 
folio in  short-term  instruments,  you  probably 
want  consistent  earnings.  A  small  diversifica- 
tion into  gold  can  help  you  achieve  that.      ^ 
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THE  CONTRARIAN 

Get  ready  for  a 
rough  ride 


■^t'«'''''il'l'l:H 


David  Dreman 
is  chairman  of 
Dreman  Value 
Management, 
Redbank,  N.J., 
and  author  of 
The  New  Contrarian 
Investment  Strategy. 


This  is  one  overv.\lued  market!  The  rise  in 
the  past  few  years  is  steeper  than  the  runups 
prior  to  both  the  crashes,  1929  and  1987. 
Among  the  signs  of  a  top  is  the  large  number 
of  "experts"  who  not  only  rationalize  the  rise 
but  predict  its  continuation. 

If  this  were  any  market  prior  to  World  War 
II,  I  would  be  urging  you  to  get  out — and 
quickly.  But  market  strategies,  like  battlefield 
tactics,  change.  In  the  postwar  period  there 
has  been  an  investment  revolution  that, 
although  still  little  recognized,  reshapes  the 
way  a  portfolio  should  be  managed.  The  revo- 
lution was  produced  by  the  twin  forces  of 
inflation  and  high  taxes  on  income. 

For  more  than  a  century  stocks  have  pro- 
vided better  returns  than  bonds.  The  disparit)^ 
in  returns  favoring  equities  increased  dramati- 
cally after  1945.  In  the  postw^ar  era,  stocks 
have  returned  over  7  times  as  much  annually, 
after  inflation,  as  bonds  and  19  times  as  much 
as  T  bills.  This  enormous  shift  in  returns 
knocks  out  all  the  old  rules  for  holding  fixed- 
income  securities  instead  of  stocks. 

As  the  chart  indicates,  if  an  investor  put 
$100,000  into  T  bills  in  1946,  after  inflation 
it  would  have  increased  to  $124,000  by  this 
year,  a  compounded  gain  of  only  four- tenths 
of  1%  annually.  At  this  rate,  it  would  take  150 
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The  effects  of  taxes  and  inflation  on  T  bills  and  government  bonds  for  higher  tax 
brackets  have  been  negative  since  1946.  Call  it  confiscation  of  capital. 


years  to  double  your  capital.  Bonds  did  only 
slightly  better:  $100,000  in  1946  became 
$155,000  by  the  end  of  1996,  or  a  gain  of 
under  1%  annually. 

By  comparison,  investing  $100,000  in 
stocks  hit  the  jackpot.  It  became  $4,035,000, 
33  times  as  much  as  T  bills  and  26  times  as 
much  as  bonds  in  the  same  time. 

But  that  tells  only  part  of  the  story.  High 
income  taxes  penalize  interest  payments, 
Vv'hich  are  the  main  return  from  bonds.  High 
income  taxes  are  kinder  to  stocks,  which  give 
much  of  their  return  in  market  appreciation. 

As  the  chart  also  shows,  the  aftertax  and 
inflation-adjusted  return  of  T  bills  and  gov- 
ernment bonds  for  an  investor  in  a  higher  tax 
bracket  has  been  negative  since  1946.  An 
individual  in  a  marginal  50%  bracket  who  put 
money  into  T  bills  or  government  bonds  after 
the  war  and  kept  reinvesting  in  these  instru- 
ments to  1996  lost  the  major  part  of  his  or 
her  capital.  Call  it  confiscation  of  capital. 

A  person  investing  $100,000  in  bonds,  after 
inflation  and  taxes,  ended  up  with  $39,200;  in 
T  bills,  $41,200.  By  comparison,  $100,000  in 
blue-chip  stocks  would  have  become 
$913,000,  even  after  inflation  and  taxes. 

The  figures  show  overwhelmingly  that  if 
you  are  in  the  market  for  more  than  a  few 
years,  you  should  not  pull  the  trigger  on  your 
qualit\^  stocks.  There  could  be  a  rough  ride 
ahead,  possibly  soon,  but  even  if  we  are  at  the 
top,  you'll  be  far  ahead  holding  stocks  rather 
than  fixed-income  securities.  This  has  been 
the  case  in  virtuall)^  every  market  drop  in  the 
last  50  years,  and  there's  no  reason  to  think 
the  next  one  will  be  any  different. 

Don't  count  on  getting  out  now  and  get- 
ting back  in  later.  It  doesn't  work  that  way  in 
real  life.  Market  timers — if  they 
don't  die  broke — rarely  beat  the 
market.  It's  uncomfortable  to 
"^"^^""^      watch  vour  portfolio  get 

knocked  down  10%  to  15%, 
maybe  more,  but  stocks  have 
enormous  recuperative  powers. 

My  advice:  Dump  the  specula- 
tive stuff  and  sta)'  with  your  blue 
chips.  Here  are  a  few  value - 
priced  blue  chips  worth  hold- 
ing— or  buying,  if  you  happen  to 
have  too  much  cash:  Atlantic 
Richfield  (85,  arc),  p/e  15, 
yield  3.3%;  Bank  of  Montreal 
(42,  BMO,  Canadian,  Toronto 
Exchange),  p/e  12,  yield  2.8%; 
Bear,  Stearns  {44:,  Bsc),  p/e  10, 
yield  1.3%;  RJR  Nabisco  (33, 
rn),  p/e  12,  yield  6.1%;  Texaco 
(63,  TX),  P/E  13,  yield  2.9%.    H 
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Wken  buying  a  variaBle  annuity, 
is  it  smarter  to  Le  aggressive  or  conservative 

Yes. 

? 


One    Kail    o{    you    wants    investment    safety.    Tke    otiier    half    crave?     meaty    growth 
re    not    all    tkat    unustuil.    In    fact,    our    annuity    experts    liaJ    you    in    mind    when    the^ 
iefated    a    collection    of    innovative,    tax- Jef erred    investments.    Tliere    are    choices    rangii 
>tti    international     equity     to    fixed     income    portfolios.     Perfect    for    tke    very     caudous 
f,    Tke    very    adventuroxis    investor.     And    tkose    of    you    wko    are    a    little     oi     t)otk. 
^our     financial     advisor.     Call      1 -888-M  AN  U  LI  FE.     Or     visit     www.manulife.com. 
ISetke^    you're    looking    for     a     401(1?)     plan,     life    insurance,     or    annuities,     you'll    fir 
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lire  2,tl22,Ci50lh  new  Hcirley-DaviJson 
is  111  I  line]  the  roaa. 

/\C  V.  Dienihers  aroitiiJ  the  ivorlJ  are  cliatling  about 
everLflliiiii)  from  life  on  Mars  to  the  meaning  of  life. 


A  little  girl  in  MaJagascar  is  recening 
her  first  Barbie"  Joll 


For  J  Motor  Coinpanii  is  developing 

neaaliglit  neams  that  aKtomaticalni  iciaen  or 

lengthen  depending  on  your  surrounJmgs. 

I  he  NYSl:  is  pioneering  teclniology 

to  handle  3  hillion  shares  a  day  as  smoothly 

as  it  now  handles  500  million. 


It's  all  happeni)ig  right  now. 
And  it  could  only  happen  here. 
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trading 
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Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va.-based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
mark@hulbertdigest.com 


'"Are  Insiders' Trades 
Informative?"  by 
University  of  Illinois 
Professor  Josef 
Lakonishok  and  Case 
Western  Reserve 
University  Professor 
Inmoo  Lee. 


Stocks  being  purchased  by  corporate  insid- 
ers tend  to  outperform  the  rest  of  the  market, 
while  stocks  being  heavily  sold  by  insiders 
tend  to  underperform.  For  nearly  three 
decades  this  has  been  considered  gospel  in 
academic  circles,  but  it  has  been  almost 
impossible  to  make  money  from  it  in  the  real 
world.  Three  advisory  services  tracked  by  the 
Hulbert  Financial  Digest  have  based  their 
strategies  on  insider  behavior.  Not  one  of  the 
three  has  fared  very  well. 

The  first,  Insider  Indicator,  is  no  longer 
published.  It  was  founded  by  Professor  Shan- 
non Pratt  of  Portland  State  Universit)',  a  coau- 
thor of  the  original  academic  study  that  dis- 
covered the  insider  anomaly.  For  the  three 
years  the  hfd  followed  this  service  in  the  mid- 
1980s,  it  lagged  the  market  by  an  average  of 
10%  a  year. 

The  second  insider-oriented  letter  I 
follow — into  which  Insider  Indicator  was 
folded  in  1987 — is  edited  by  Norman  Fosback 
and  published  by  the  Institute  for  Economet- 
ric Research.  It  is  called  simply  The  Insiders. 
Over  the  past  nearly  1 3  years  this  letter  has 
produced  a  15.9%  annualized  return,  versus 
17.1%  for  the  stock  market  as  a  whole. 

Insider  trading 

has  promise 

as  a  market-timing 

indicator. 


Our  coverage  of  the  third  insider- oriented 
letter — Vickers  Weekly  Insider  Report — dates 
back  just  to  the  beginning  of  1993.  From  that 
date,  its  two  model  portfolios  have  beaten  die 
market  over  the  subsequent  nearly  five  years, 
but  the  portfolios  have  been  so  much  more 
volatile  than  the  market  that  they  lag  the 
market  on  a  risk-adjusted  basis. 

Why  hasn't  the  insider  anomaly  worked  in 
the  real  world?  A  recent  academic  stud\''  by 
professors  Josef  Lakonishok  and  Inmoo  Lee 
provides  an  answer.  The  professors  discovered 
that  while  stocks  being  bought  by  insiders 
proceed  to  modesdy  outperform  the  market, 
so  do  stocks  sold  by  the  insiders.  Overall, 
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therefore,  there  is  not  much  of  a  performance 
differential  between  the  stocks  insiders  are 
buying  and  the  stocks  they  are  selling. 

Lakonishok  and  Lee  do  not  entirely  write 
off  the  insider  anomaly,  however.  It  works, 
they  say,  for  the  smallest  stocks,  even  though 
it  is  useless  as  a  stock-picking  tool  for  the 
largest-capitalization  and  best-known  stocks. 
According  to  the  professors,  a  company's  cur- 
rent market  capitalization  must  be  no  larger 
than  about  $300  million  to  be  included  in  this 
group  of  smallest  companies  for  which  the 
insider  anomaly  works. 

This  helps  to  explain  why  the  insider  letters 
I  track  have  been  struggling.  The  average 
market  cap  of  the  Insiders  portfolio  is  well 
into  the  midcap  range  at  $1.1  billion.  The 
t^vo  Vickers  portfolios  have  average  market 
caps  of  $1.2  billion  and  $14.7  billion. 

Professors  Lakonishok  and  Lee  found 
another  possible  use  for  data  on  insider  trad- 
ing. Besides  being  usefiil  in  judging  very  small 
stocks,  the  data  have  promise  as  market- 
timing  indicators. 

According  to  their  research,  the  stock 
market  performs  much  better  after  periods  in 
which  insiders  have  been  particularly  heavy 
buyers  than  after  periods  in  which  most  of 
them  have  been  sellers.  Over  the  12  months 
following  periods  of  heaviest  buying,  for 
example,  the  market  has  gained  an  average  of 
29?/o.  In  contrast,  it  has  gained  an  average  of 
just  9.7%  over  the  12  months  following  peri- 
ods in  which  the  vast  majority'  of  insiders 
were  sellers. 

With  characteristic  academic  hedging, 
Lakonishok  and  Lee  emphasized  to  me  that 
this  market- timing  result  is  more  suggestive 
than  conclusive:  Computerized  data  on  insid- 
er behavior  have  been  reported  in  this  country 
only  since  the  mid-1970s,  so  it's  virtually 
impossible  at  this  point  to  conduct  the  longer- 
term  study  that  would  satisfy  the  skeptical 
statistician. 

For  what  it  is  worth,  this  insider-based 
market-timing  indicator  is  sending  us  a  mes- 
sage of  caution.  Over  the  last  few  weeks  insid- 
ers have  shift:ed  predominantiy  to  the  sell  side. 
According  to  VickerSy  78%  of  insider  transac- 
tions over  the  last  eight  weeks  have  been  sales. 
That's  the  heaviest  selling  among  insiders  in 
more  than  a  decade!  ^ 
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MARKET  TRENDS 


Deals  that  work 
and  deals  that  don't 
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Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  autfior 
of  Silent  Investor, 
Silent  Loser. 


First  Solly  and  now  mcl  Everyone  wants  to 
be  a  world-class  player  in  financial  services, 
communications,  software,  anything.  Manage- 
ments copy  the  great  monolithic  multi- 
nationals like  Coca-Cola,  Microsoft,  even 
Boeing,  Pfizer  and  Intel,  which  do  more  than 
half  their  business  abroad. 

What's  so  curious  is  that  very  few  of  the  big 
deals  work  out.  The  Time  Warner  merger  cre- 
ated a  bushel  basket  ftill  of  debt  and  no  syner- 
gy. Disney  overpaid  by  billions  for  the  ABC 
network.  The  RJR  leveraged  buyout  created 
debt-heav)^  capitalizations  and  just  EBITDA,  no 
earnings.  Viacom  is  choking  on  Blockbuster. 
AT&T  struck  out  with  NCR. 

So  why  is  Sandy  Weill  buying  Salomon  and 
why  is  Bernie  Ebbers  buying  MCI.^  Don't  they 
read  the  papers? 

The  answer  is  that  the  two  deals  are  differ- 
ent. MCI  and  Salomon  both  need  new  direc- 
tion. MCI  fell  into  the  hands  of  technocrats 
after  McGowen's  demise.  MCi  had  no  grand 
strategy.  It  missed  out  on  cellular  franchises 
while  it  went  head-to-head  with  Ma  Bell.  Just 
as  our  airlines  need  foreign  connections  to 
feed  their  traffic,  MCi  needed  British  Tele- 
com's transadantic  traffic. 

WorldCom  has  what  MCi  needs.  My  firm 
owns  WorldCom  because  it's  a  low-cost 
provider  in  an  industry  that  is  headed  toward 
commoditization  of  its  franchises.  The 
takeover  breathes  new  life  into  mci. 

Same  with  Solly.  It  had  become  a  more 
restrained  operator  under  Deryck  Maughan 
than  it  had  been  under  John  Gutfreund.  Dis- 
tribution is  the  magic  word  in  the  financial 
services  sector.  Sandy  Weill,  Travelers'  head 
man,  already  has  almost  as  many  legions  of 
foot  soldiers  as  Merrill.  But  he  needed  a  foot- 
print on  foreign  shores  in  the  bond  sector, 
thus  Solly.  I  call  that  synergy. 

What  I  like  about  the  Solly  and  mci  deals  is 
that  they  create  no  debt  for  the  acquirers. 
They  avoid  the  trap  Time  Warner  and  Viacom 
fell  into.  They  are  straight  stock  transactions, 
probably  accretive  in  their  second  year  for 
Travelers  and  WorldCom,  mci  sells  at  a  low 
multiple  of  cash  flow,  while  WCOM  is  pricey. 
Solly  is  going  at  around  2  times  book,  which 
is  half  or  less  of  what  some  of  the  recent  bro- 


kerage house  acquisitions  have  cost  the 
acquiring  banks.  Unlike  Disney,  WorldCom 
and  Travelers  are  not  overpaying. 

Ebbers  owns  15  million  shares,  just  1.7%  of 
the  capitalization.  Management  owns  just  6%, 
which  is  less  than  the  Fidelity  mutual  ftinds' 
7.9%  position.  For  Magellan,  it's  another  odd- 
lot  position.  WorldCom's  board  is  mainly 
insiders  who  had  sold  their  properties  for 
stock.  Walter  Scott  Jr.  sold  them  MPS  and 
owns  more  WorldCom  than  Ebbers,  the 
founder  and  chief  executive.  Much  of  the 
executive  talent  at  WorldCom  came  along 
with  the  acquired  companies.  Ebbers'  person- 
al wealth  stands  north  of  $500  million. 

If  the  mci  deal  doesn't  work  out  wcoM  will 
be  cut  in  half.  How  do  I  figure  that?  If  MCi's 
growth  rate  diminishes  to  single  digits,  World- 
Com's EBITDA  multiple  ^vill  be  halved,  from 
12  to  6.  Six  times  EBITDA  is  a  good  working 
multiple  for  a  communications  property  with 
modest  top -line  grov/th.The  stock  goes  down 
but  doesn't  collapse. 

Now  you  can  see  the  rationale  for  World- 
Com's unsolicited  bid.  If  I  lose,  my  net  worth 
is  cut  in  half,  but  so  what?  If  I  can't  live  on 
$250  million,  I'm  spoiled.  On  the  other  hand, 
if  we  save  a  couple  of  biUion  on  MCi's  poorly 
conceived  entry  into  the  local  markets,  I'm  up 
there  with  Ted  Turner  and  his  billionaire 
crowd.  Let's  go  for  it! 

What  I  like  about  the  Solly 
and  MCI  deals  is  that 
they  create  no  debt  for 
the  acquirers. 


Same  with  Travelers.  If  Sandy  Weill  is 
wrong  on  Solly,  Travelers'  growth  rate  will  be 
diminished  but  not  extinguished.  I've 
watched  Sandy  over  30  years  put  the  building 
blocks  together,  never  overpaying.  I  would 
rather  own  Travelers  at  a  midteens  multiple 
than  Citicorp.  Sandy's  instincts  ring  true.  I 
have  watched  him  unsuccessfully  bid  for 
BankAmerica  when  it  had  a  bellyache  from 
California  mortgages.  They  shut  the  door  in 
Sandy's  face.  It  would  have  been  one  of  the 
great  steals  of  the  century. 

The  Travelers  and  WorldCom  bids  ain't  the 
swashbuckling  deals  of  the  late  Eighties  that 
created  undigestible  debt  service.  The  MCI 
deal  works  and  WorldCom  is  headed  for  a 
spot  on  the  Top  Ten  market  capitalizations, 
way  ahead  of  Ma  Bell.  If  the  Solly  deal  works 
for  Weill  you've  got  one  of  the  world's  great 
financial  services  company.  I  like  the  odds  on 
bodi  these  mergers.  §■ 
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Instead  of  skiing  the  Alps,  a  Forbes  writer 
"vacationed"  at  Mother  Teresa's  Nirmol  Hridoy. 

Connecting 
with  humanity 


By  Rita  Koselka 


TRAVEL 


If  you  are  even 
reasonably  afflu- 
ent, these  days  you  can  spend  your 
vacation  sunning  on  the  beach  in 
Jamaica  or  slciing  in  Gstaad.  Three 
years  ago  I  went  hiking  in  the 
Himalayas.  A  longtime  admirer  of 
Mother  Teresa,  I  decided  to  add  a 
two-week  "service"  vacation  working 
for  her  Missionaries  of  Charity  order 
in  Calcutta. 

I  wrote  Mother  Teresa  but 
received  no  reply,  so  I  went  to  Cal- 
cutta uninvited  and,  for  all  I  knew, 
unwanted. 

When  I  arrived,  I  went  to  the  local 
YWCA,  a  lovely  old  colonial  mansion, 
and  got  directions  to  the  convent, 
known  colloquially  as  Mother  House. 
Arriving,  I  pulled  on  the  rope  outside 
an  unmarked  door.  A  nun's  head 
popped  out  of  the  door.  "Come  back 
at  4  on  Sunday,  and  we'll  assign  you 
to  a  mission,"  she  said.  The  arrival  of 
an  eager  foreigner  was  nothing 
unusual. 

Back  at  the  ywca  that  night,  I  met 
two  French  girls  who  were  also 
Mother  House-bound.  Joining  us  for 
dinner  was  an  American  anthropolo- 
gist who  was  studying  the  fate  of 
widows  in  Indian  society.  She  had 
been  in  Calcutta  for  several  months 
and  filled  us  in  on  all  the  local  talk 
about  Ma  Tess,  as  Mother  Teresa  was 
called  by  the  Westerners  in  Calcutta. 

The  anthropologist  explained  that 
Hell's  An^el,  a  British  documentary 
written  and  narrated  by  Christopher 
Hitchens,  had  caused  a  local  outcry 
with  its  criticism  of  Ma  Tess.  But  she 
herself  was  unperturbed,  and  the  vol- 
-  unteers  kept  coming. 

On  Sunday  there  were  dozens  of 
volunteers  in  the  convent  courtyard. 
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Many  were  medical  professionals: 
among  them  three  nurses  from  Aus- 
tralia and  a  young  couple  from  med- 
ical school  in  New  York  who  were 
taking  a  semester  off  to  honeymoon 
and  work  for  Ma  Tess.  The  youngest 
volunteers  were  college  age,  but  there 
were  also  many  middle-aged  people. 
One  53-year-old  real  estate  develop- 
er from  Vancouver  told  me  he  came 
for  two  weeks  every  year  because  it 
made  him  feel  renewed.  His  wife 
would  join  him  afterward  at  a  resort 
in  Bali  where  they  would  have  a 
proper  vacation.  A  lot  of  the  volun- 
teers were  active  in  their  churches 
back  home,  but  many  were  not 
Roman  Catholic  or  even  particularly 
reUgious. 

The  Missionaries  of  Charity  order 
runs  five  missions  in  Calcutta.  There 
is  one  for  the  retarded,  an  orphanage, 
the  Home  for  the  Destitute  (ironical- 
ly, opposite  the  luxury  Hotel  Hin- 
dustan International — but  India  is 
like  that,  ultimate  luxury  and  ultimate 
squalor  side  by  side),  one  for  lepers 
(at  which  volunteers  are  not  allowed 
to  work)  and  a  home  for  the  dying 
called  Nirmol  Hridoy,  which  means 
"pure  of  heart"  in  Bengali. 

I  told  the  sisters  I  would  go  where 
I  was  needed.  Most  volunteers  prefer 
to  work  in  the  orphanage.  I  was  sent 
to  Nirmol  Hridoy,  in  the  Kalighat 
district.  Working  there  is  considered 
the  most  depressing  and  hardest  mis- 
sion for  volunteers. 

Kalighat  is  a  swarming,  noisome 
part  of  Calcutta  on  the  edge  of  the 
River  Hooghly,  a  tributary  of  the 
Ganges.  Nirmol  Hridoy  is  near  the 
Kali  temple  dedicated  to  the  Goddess 
of  Death,  with  its  intricate  architec- 
ture and  gold  and  jewel  decoration; 


Hindus  cremate  their  dead  on  the 
riverbank  nearby.  Ma  Tess  chose  this 
as  the  site  for  her  own  approach  to 
death  and  dying.  The  home  held 
about  40  men  and  40  women  in  sep- 
arate wards. 

My  first  day  at  work,  I  rose  from 
my  bed  at  the  ywca  at  5  a.m.  and 
headed  to  the  convent  for  mass  at  6, 
as  I  would  do  each  day  for  the  next 
two  weeks.  Mother  Teresa  herself 
gave  the  sermon.  Then  84,  she  was 
tiny  and  stooped.  Her  health  was  so 
poor  she  no  longer  worked  at  the 
missions,  but  she  spoke  clearly  and 
strongly  about  letting  nothing  stop 
us  from  helping  those  in  need. 

After  mass  we  had  a  quick  breakfast 
with  the  nuns  and  headed  to  our  dif- 
ferent missions.  There  were  about  15 
of  us  at  Kalighat.  When  we  arrived 
shortly  after  7,  we  helped  the  sisters 
pass  out  a  breakfast  of  bananas  and 
porridge  on  tin  plates.  Afterward  we 
cleaned  up  from  the  meal  and  then 
cleaned  the  patients,  carrying  them 
into  the  wash  station  if  they  couldn't 
walk,  bathing  them  and  dressing 
them  in  fresh  gowns.  We  scrubbed 
their  plastic-coated  mattresses,  put 
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An  Iranian  volunteer 
tends  to  a  patient 
at  Nirmol  Hridoy 
in  Kalighat,  Calcutta 
Mostly,  all  we 
could  give  them 
was  a  human 
touch,  to  show 
someone  cared. 


Scrubbing  down 
a  ward  at  Nirmol 
Hridoy 

Giving  money 
is  good.  Giving 
of  yourself  is 
harder,  but 
you'll  get  more 
from  it  than 
you  can 
imagine. 


times  made  up  names  for  them,  like 
Sonya,  since  many  either  couk^n't,  or 
wouldn't,  communicate  their  i.:.mes. 

Those  who  could  move  oftcii  sat 
on  their  haunches  staring  with  wvAe 
eyes  at  whatever  went  on  around 
them,  trying  to  snatch  at  food  or 
things  that  were  carried  past  them, 
occasionally  screaming  at  each  other. 
There  seemed  to  be  very  few  friend- 
ships among  them;  the  women  didn't 
gather  together  to  talk  about  their 
lives.  They  hated  to  be  bathed,  but 
were  not  very  modest  about  their 
bodies  in  the  ward.  This  is  human  life 
at  its  lowest  ebb. 

I  am  not  squeamish,  so  caring  for 
them  was  easy,  but  identifying  with 
them,  feeling  for  them,  was  hard.  I 
was  surprised  by  how  little  I  was 
emotionally  affected  at  first. 

That  changed  my  third  day.  One  of 
the  women,  who  was  more  cheery 
and  made  more  eye  contact  with  me, 
was  lying  on  her  cot.  I  noticed  how 
dry  and  peeling  her  skin  was.  I  am 
fair-skinned,  so  I  carry  lots  of  sun- 
screen and  moisturizer  in  my  waist- 
pack.  I  rubbed  some  on  her  thigh. 


clean  sheets  on  their  beds  and  swept 
the  floor.  We  washed  the  dishes  in  the 
large,  primitive  kitchen. 

As  is  done  everywhere  in  India,  we 
used  ashes  as  a  scouring  agent, 
because  they  are  inert,  meaning  they 
carry  no  disease  or  bacteria.  We  then 
washed  the  soiled  clothes  in  big  vats, 
wrung  them  out  by  hand  and  carried 
them  to  the  roof  to  dry.  Climbing 
over  the  clay  tiles  to  hang  up  the  wet 
clothes  was  one  of  my  favorite  jobs.  I 
volunteered  for  it  as  much  as  possible. 
I  liked  watching  the  people  bustling 
below  in  the  bright  Indian  sunshine. 

Mother  Teresa  was  much  criticized 
for  not  providing  medical  care  to  the 
people  at  Nirmol  Hridoy.  That's  a 
stupid  criticism.  By  the  time  these 
people  are  picked  off  the  streets,  they 
are  too  far  gone  for  that.  We  assumed 
most  were  suffering  from  chronic  dis- 
eases such  as  tuberculosis  or,  increas- 
ingly, AIDS.  Mother  Teresa  has  always 
said  her  mission  here  was  to  help  the 
very  poor  die  with  dignity,  not  the 
futile  one  of  trying  to  cure  them. 

We  tried  to  make  die  patients  com- 
fortable and  let  them  die  clean  and 
fed,  holding  their  hands,  showing 


diem  someone  cared.  I  kept  thinking: 
It  is  the  ability  to  feel  empathy  for 
another's  experience  that  separates 
man  from  beast. 

Empadiy  is  just  about  the  only  way 
there  is  to  communicate  with  the 
patients.  There  are  dozens  of 
languages  spoken  in  India,  and  most 
of  the  women  at  Kalighat  couldn't 
talk  to  one  anodier  or  to  die  sisters — 
let  alone  to  me.  The  sisters  some- 


She  hiked  up  her  nightgown  for  me 
to  rub  it  over  the  rest  of  her  body. 
She  lay  back  as  I  stroked  her  old, 
wrinkled  skin  and  empt>'  breasts.  She 
looked  blissful.  She  crooned  at  me  ii: 
her  own  language.  I  wondered  i^she 
was  telling  me  about  the  men  ^\ho 
had  loved  her  and  the  child  re  >.  she 
had  held. 

The  other  women  who  sa'.\  us  ges 
tured  for  me  to  come  to  them.  Over 
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the  next  week  I  brought  in  all  the 
lotions  I  had,  and  bought  more. 
Caressing  these  deteriorating  bodies 
made  me  feel  connected  and  con- 
tributing to  something  very  human. 

One  day  people  on  the  street  car- 
ried in  a  young  woman,  dark- 
skinned,  with  huge,  frightened  eyes, 
her  hair  shorn  to  a  fuzz.  She  was  too 
weak  to  walk  and  at  first  didn't  know 
where  she  was.  I  helped  carry  her  to 
the  bath.  She  awoke  and  started 
screaming  and  hitting  out  at  us.  We 
calmed  her  and,  after  washing  her, 
put  her  in  a  gown  on  a  bed  and  fed 
her  some  broth.  Later,  when  we 
weren't  looking,  she  ran  out  the 
door,  fighting  off  one  of  the  orderlies 
near  the  entrance. 

1  asked  if  I  should  go  after  her,  but 
was  told  there  was  nothing  we  could 
do  if  she  didn't  want  our  help. 

Other  days  I  helped  carry  people 
to  the  morgue.  Six  of  us  would  go, 
carrying  a  stretcher  with  the  corpse 
wrapped  in  a  sheet.  The  morgue 
backed  up  on  the  Hooghly  and  had 
an  electric  crematorium.  By  tradition. 


Hindus  are  cremated  and  their  ashes 
throwTi  into  the  river.  I  never  S3.\v  any 
attempt  by  the  nuns  to  convert 
an\'one  in  Kalighat  or  to  give  them  a 
Christian  burial. 

On  one  occasion  Mother  Teresa 
asked  the  volunteers  to  stay  after  mass 
so  she  could  meet  and  talk  with  us. 
She  came  through  the  crowd  and 
gave  each  of  us  her  hand  and  blessed 
us.  She  spoke  to  us  for  a  few  minutes 
about  Jesus.  Her  words  were  simple, 
as  if  she  were  talking  to  children.  Her 
faith  was  palpable.  It  was  direct  and 
uncompromising,  \\ithout  nuance  or 
sophistication.  For  someone  of  my 
background,  it  did  not  have  the  com- 
plexity^ I  require,  but  it  was  totally 
appropriate  in  that  part  of  Calcutta. 

I  was  sorry  to  leave  at  the  end  of 
my  vacation,  though  I  realized  I 
didn't  have  the  faith  or  the  gift 
Mother  Teresa  or  her  sisters  had  for  a 
long-term  commitment. 

Mother  Teresa  is  gone,  but  her 
work  goes  on,  supported  by  dona- 
tions and  volunteers  from  all  over  the 
world.  If  you  wish  to  work  at  Mother 


A  woman  at  Ma  Tess'  home  for  the  dying 
Death,  with  a  modicum  of  dignity. 


Teresa's  missions,  contact  Missionar- 
ies of  Charit}^,  54A  A.J.C.  Bose  Rd., 
formerlv  Lower  Circular  Rd.,  Calcut- 
ta (91-33-244-7115).  If  Nirmol 
Hridoy  sounds  excessively  gruesome 
to  you,  you  can  help  care  for  the  des- 
titute at  the  home,  or  cuddle  babies 
at  the  orphanage. 

You  don't  even  have  to  go  all  the 
way  to  eastern  India  for  this  kind  of 
experience,  though  in  India  it  is  at  its 
uttermost.  In  New  York  Cit\'  there  is 
an  .\IDS  hospice  in  SoHo  and  a  home 
in  the  South  Bronx,  and  there  are 
500  other  places  all  over  the  world — 
and  that's  just  the  Missionaries  of 
Charit^^ 

For  a  listing  of  organizations  that 
accept  volunteers  for  work  among  the 
sick  and  destitute  and  d^ing,  contact 
Inter  Action  at  w\\'w.  interaction,  org 
on  the  Internet  (202-667-8227). 

Giving  money  is  fine.  Giving  of 
yourself  is  harder,  but  you'll  get  more 
from  it  than  you  can  imagine.        ^ 
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Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses— meet  Toshiba. DVD. 

PLEASE,  NO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we  have  the  technology  that  fits  up  to  133 

minutes  of  heart-pounding  video  and  audio, 

normally  reserved  for  the  finest  cineplexes, 
for  use  at  home  on  a  disc  the  size  of  a  CD. 
Picture  quality  that's  three  times  better  than 
VHS  and  audio  recorded  in  full  Dolby  Digital 
Surround  Sound  on  six  discrete  channels. 
And,  our  models  can  even  play  your  favorite       ^ ^ 

compact  discs.  5"  (same  as  CD) 

NO  WAITING.  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 

rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 

deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 

have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 

packages   are  as   streamlined   and  efficient  as  the 

discs  themselves. 

TALL,  SHORT.  OR  FRENCH— 
WE'RE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
'        disc,  Toshiba  DVD  players  are  ready  for  it.  ^^.:-' 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 
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After  a  clumsy  start,  Americans  have  become  comfortable  with  fine  dining.  Now  if 
only  waiters  would  stop  announcing,  "Hi,  I'm  Ken.  I'm  your  waiter  for  tonight." 

"May  I  destroy  youi?  nose,  sir?'' 


0  TEMPURA!  0  MORES! 


In  the  be- 


ginning 
there  was  the  kind  of  all-purpose  Con- 
tinental restaurant  that  humorist 
Calvin  Trillin  lampooned  as  "La  Mai- 
son  de  la  Casa  House."  It  was  the  Six- 
ties: The  waiters  sneered,  the  cus- 
tomers cowered.  That's  how  it  was  as 
America  took  its  first  shak)^  steps  into 
haute  cuisine.  No^^'adays,  it's  different. 

Very  diflferent.  Clark  Wolf,  46,  the  well- 
known  restaurant  consultant,  is  explain- 
ing how  things  have  changed — and  wh\': 

"When  I  went  to  Nashville  for  the 
first  time,  I  went  to  the  restaurant  that 
Craig  Claiborne  of  the  New  Tork 
Times  said  was  the  best  restaurant  in 
Nashville  and  I  got  food  poisoning, 
and  a  fiiend  of  mine  pointed  out  that 
Claiborne  didn't  say  it  was  a  good 
restaurant,  he  said  it  was  the  best 
restaurant  in  Nashville,  and,  you 
know,  I  have  to  say  that  Nashville 
now  has  a  thri\'ing  restaurant  scene 
on  the  west  side  of  town." 

A  pause  for  breath.  Clark  Wolf 
talks  a  lot,  and  verv  fast.  But  when  it 
comes  to  restaurants  and  food  in  gen- 
eral, he  has  more  to  say  than  almost 
anybody  around.  He  has  consulted  on 
menus  and  food  service  for  every  kind 
of  restaurant  and  every  kind  of  chef, 
fi-om  souffle-coaxers  to  hash-slingers. 

Clark  and  I  are  sitting  at  an  outdoor 
brasserie  in  Manhattan  eating  herbed 
fi-ench  fiies — "Wliy  would  )'Ou  put  herbs 
on  fi-ench  fiies.'  Mistake!"  Wolf  takes  a 
deep  breath  and  talks  on:  "Fifteen  years 
ago  the  waiters  knew  more  about  the 
experience  of  eating  than  most  Ameri- 
cans, so  the  intimidation  factor  was  big. 

"In  the  Eighties  we  went  through  our 
culinary  adolescence,  and  adolescence 
can  be  messy  and  embarrassing,  right? 
You  iust  hope  that  at  the  other  end, 
things  clear  up,  there's  a  litde  polish,  a 
little  wisc'om,  a  litde  poise,  a  littie  grace." 

The  adolescent  has  become  a  rea- 
sonably graceful  and  poised  business. 
Two  legendary  showmen  of  food,  Joe 
Baum  and  George  Lang,  played  a  key 
role  in  how  we're  treated  at  the  dinner 


table.  "Bless  their  hearts,  but  we  have 
to  blame  Baum  and  Lang  for  getting 
waiters  to  introduce  themselves  by 
name,  and  dien  getting  them  to  add, 
'I'm  Lance,  would  you  like  some 
pepper  with  this?'  Thank  God  restau- 
rants are  being  weaned  off  that." 

And  weaned  off  other  bad  habits, 
too.  "For  one  tiling,  there  will  soon 
be  in  every  nice  restaurant  a  pepper 
mill  on  everv  table  so  that  no  one  will 
ever  say  to  you,  'Excuse  me,  sir,  but 
may  I  destroy  your  nose  by  grinding 
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this  in  front  of  you  before  you've  even 
had  a  chance  to  taste  your  food?' " 

Next  to  go,  says  Wolf,  are  specials. 
"No  person  should  ever  stand  there  and 
recite  seven  items  when  there's  laser 
printing  available  to  make  an  insert  card 
every  day.  Maybe,  at  most,  one  appetiz- 
er and  one  entree.  That  all  comes  from 
those  old-fashioned  Sixties  Italian  restau- 
rants w^here  there  was  an  enormous 
desire  to  make  e\'er\thing  seem  person- 
al, but  it's  become  such  a  pretension. 

"M)^  favorite  experience  came  when 
I  catered  a  part\'  for  2,000  that  a  phar- 
maceutical company  was  throwing  at 
the  Atlanta  Hilton.  A  young  man  in 
an  unfortunate  tunic  arrived  at  our 
table  to  announce,  'Hello,  my  name  is 
so-and-so,  welcome  to  Nikolai's 
Roof,'  and  on  he  went,  and  some- 
body— I  think  it  was  Marion  Cun- 
ningham, who  wrote  the  Fannie 
Farmer  Cookbook — coughed,  and  the 


poor  young  man  had  to  start  all  oN'er." 

Here's  another  pet  peeve  Wolf  is 
doing  his  best  to  eradicate:  "I  just  came 
back  from  a  resort  in  Maui  where  if  I 
was  called  Mr.  Wolf  one  more  time,  I 
would  have  committed  murder,  or 
hara-kiri,  or  bodi — 'Hello,  Mr.  Wolf, 
how  are  you,  Mr.  Wolf,  can  I  get  you  a 
bottle  of  wine,  Mr.  Wolf?' — I  mean, 
you  don't  know  me,  or  did  I  father  you 
in  my  college  years  or  something? 

"Using  the  customer's  name  once, 
judiciously,  is  a  wonderfiil  thing,  but 
when  it  goes  from  the  essence  of  courtes\^ 
into  a  rigid  training  norm,  it  gets  ruined." 

In  Wolf's  new  culinary  code,  no 
waiter  will  pour  most  of  a  bottle  of 
mineral  water  into  your  glass  and  lea\'e 
the  bottle  with  its  last  remaining 
driblets.  "I  made  the  Soho  Grand 
Hotel  order  a  glass  tall  enough.  You 
know,  I  still  had  to  fight  with  the  wait- 
ers to  pour  it  all  in.  'Why  do  we  ha\'e 

these  tall  glasses,'  they  asked  me.  I 
told    them    why:    'So   you'll    go 
away!'" 

On  the  w^hole,  though.  Wolf  thinks 
we're  progressing  quite  nicely,  dining- 
wise.  America  isn't  Europe,  doesn't 
want  to  be — down  deep — and  ought 
not  to  try.  The  chefs  at  America's  top 
restaurants  are  no  longer  Europeans 
but  Americans,  in  many  cases,  or  for- 
eign-born, Americanized  entrepre- 
neurs like  Wolfgang  Puck — people 
whom  Wolf  calls  "nuclear  immigrants 
on  warp  speed  to  become  Americans." 

The  U.S. — instead  of  being  the  imita- 
tor— is  becoming  the  leader:  "Even 
though  we  don't  entirely  know  where 
we're  going,  American  culture  has  broken 
down  the  European  traditions  in  France, 
Italy  and  Spain.  I  mean,  here  we  are,  at  a 
restaurant  owned  and  run  b)'  former  fash- 
ion models,  and  all  these  gorgeous  pec^le 
are  being  nice  to  you  and  treating  you  like 
you're  as  cute  as  tiiey  are. 

"It's  clearly  the  fashion  to  be  nice — 
which  never  would  have  happened  1 5 
or  20  years  ago,  here  or  an\place  else." 
If  there's  one  character  nobody  will 
miss,  it's  the  snoot\^  waiter.     -J.L.  Hi 
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If  you  scoff  at  the  idea  of  ballroom  dancing  as  an  Olympic  sport, 
you  should  watch  Mariya  and  Eugene. 

**These  guys  are 
going  to  be  monsters!" 


By  Katherine  Bruce 


SPORTS 


Mariya  Manu- 
sova,  17,  leans 
delicately  back  into  Eugene  Katsev- 
man's  arms  as  the  18-year-old  dips 
his  shoulder  ever  so  slighdy  to  catch 
her  weight.  The  graceful  young 
couple  are  dancing  cheek  to  cheek — 
Fred  and  Ginger  by  way  of  Ukraine. 
But  unlike  a  Fred-and-Ginger  movie, 
when  the  audience  breaks  into  hoots 
and  hollers  of  approval,  there  are  1 1 
other  couples  on  the  floor  wishing 
Mariya  and  Eugene  were  dead. 

"Those  other  couples  are  my  ene- 
mies, not  my  friends.  If  you  want  that 
spot  you  have  to  go  for  it,"  says 
Pierre  Dulaine,  a  judge  and  longtime 
professional  ballroom  dancer. 

At  the  end  of  three  rounds 
Manusova  and  Katsevman  took  the 
U.S.  Amateur  Latin  Dance  Champi- 
onship and  went  to  Sweden  to  repre- 
sent the  U.S.  at  the  World  Champi- 
onships in  October.  After  that? 
Maybe  the  Olympic  Games.  If  the 
International  Dance  Sport  Federation 
gets  its  way,  you'll  be  rooting  for 
your  hometown  twinkletoes  as  early 
as  the  2008  Olympics. 

After  all,  if  figure  skating  is  an 
Olympic  sport,  why  not  ballroom 
dancing.^  A  study  by  the  University  of 
Freiburg  in  Germany  showed  that  a 
vigorous  rumba  burns  up  the  same 
number  of  calories  and  requires  the 
same  exertion  as  a  bicycle  competi- 
tion or  a  footrace  over  a  similar 
period  of  time. 

The  International  Dance  Sport 
Federation  (iDSF)  is  mustering  this 
and  other  arguments  as  it  lobbies  the 
International  Olympic  Committee  to 
include  the  waltz  alongside  the  pole 
vault.  In  September,  the  Internation- 
al Olympic  Committee  recognized 
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the  International  Dance  Sport  Feder- 
ation as  an  official  governing  body  of 
a  sport.  Although  that  stops  well 
short  of  fiill  acceptance,  it  brings  cru- 
cial legitimacy. 

But  even  without  the  Olympics, 
ballroom  dancing  seems  headed  for 
the  money.  In  May  last  year  the  fed- 
eration signed  an  11 -year  contract 
with  sports-marketing  powerhouse 
IMG  to  promote  the  sport  interna- 
tionally. The  first  step  will  be  getting 
TV  exposure.  Public  Broadcasting  Ser- 
vice has  aired  an  annual  ballroom 
dancing  event  since  1980;  it  is  now 
one  of  the  network's  most  popular 
entertainment  specials,  garnering 
almost  1 3  million  viewers  last  year,  up 
from  8  million  in  1992. 

But  broader 
TV  audiences  will 
require  some 
changes  in  the 
way  ballroom 
dance  contests 
are  run.  Instead 
of  the  present 
melee  of  twirling 
couples,  who 
often  smack  into 
each  other  in  the 
heat  of  battle, 
they'll  need  to 
run  their  com- 
petitors through 
their  paces  one 
at  a  time,  mak- 
ing it  easier  for 
follow. 

If  the  exposure  and  the  money 
come,  there  will  be  no  shortage  of 
contestants.  The  U.S.  Amateur  Ball- 
room Dancers  Association  claims  a 
membership  of  15,000,  26%  of 
whom  dance  competitively.  Member- 
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ship  has  more  than  doubled  in  the 
last  four  years. 

Anyone  watching  Mariya  Manuso- 
va  and  Eugene  Katsevman  knows 
there  is  talent  out  there.  Both  emi- 
grated as  children  with  their  families 
from  Ukraine  to  escape  anti-Semitism. 

No  one  was  quite  prepared  for 
the  fluid  grace  and  clean  move- 
ments the  pair  developed  together 
on  the  dance  floor.  "My  father 
once  asked,  'Who  is  this  lazy  kid?'" 
recalls  their  coach,  Victor  Kanev- 
sky.  "But  when  he  saw  him  dance. 


all  he  could  say  was,  'Wow.'" 

The  pair  represented  the  U.S.  in 
the  past  three  World  Youth  Latin 
Championships,  winning  the  silver 
medal  this  year  in  Slovenia.  And 
they're  just  hitting  their  stride.  Ball- 
room dancers  reach  their  prime  in 
their  mid-to-late  20s.  Says  coach 
Kanevsky:  "These  guys  are  going  to 
be  monsters!" 

The  sport  has  this  going  for  it:  The 
rest  of  us  love  to  watch  beautiful 
people.  And  these  are  truly  beautiful 
people.  Mi 
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.ariya  Manusova  and 
ugene  Katsevman 
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the  University 
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Germany  showed 
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A  chap  craving  just  "one  more  cigarette"  needs  a  penalty  that  is  swift  and  certain, 

The  Gary  Cooper  factor 


By  Dan  Seligman 


SAYS  WHO? 


We  slid  into 
this  exercise  as  a 
result  of  hovering  over  one  sentence 
in  a  recent  special  issue  of  tlie  journal 
Intelligence.  Main  theme  of  the  spe- 
cial issue:  "general  intelligence,"  also 
known  as  ^,  and  its  supreme  impor- 
tance in  the  workplace  and  every- 
where else.  But  there's  something  else 
that  is  also  important,  which  brings  us 
to  the  sentence  that  got  us  going. 

It  appeared  in  an  article  by  Linda 
Gottfredson,  professor  of  education- 
al studies  at  the  University  of 
Delaware,  who  edited  the  special 
issue.  Referring  to^,  she  stated:  "No 
other  measured  trait,  except  perhaps 
conscientiousness,  has  such  general 
utility  across  the  sweep  of  jobs  in  the 
U.S.  economy." 

Our  subject  here  is  conscientious- 
ness, not  general  intelligence.  The 
plan  of  attack  is  to  1 .  explain  how 
employers  can  go  about  latching  onto 
conscientious  workers;  2.  tell  ciga- 
rette addicts  how  to  stop  smoking; 
and  3.  delineate  a  new  kind  of  dating 
service  that  could  clean  up  big  for 
some  imaginative  entrepreneur.  We 
claim  that  those  three  themata  are 
actually  interlinked. 

Academic  psychologists  identify 
conscientiousness  as  one  of  the  "Big 
Five"  personality  traits  (the  others 
being  neuroticism,  extroversion, 
openness  to  experience  and  agree- 
ableness).  Some  psychologists  equate 
conscientiousness  with  what,  in  the 
Gary  Cooper  era,  was  called  "charac- 
ter." In  the  employment  context,  it 
is  roughly  synonymous  with  a  strong 
work  ethic — an  insistence  on  being 
honest  and  dependable  and  a  will- 
ingness to  do  whatever  it  takes  to  get 
the  job  done  properly.  It  is  essential- 
ly wha^  Max  Weber  was  talking 
about  in  his  magisterial  1904  work 
The  Protestant  Ethic  and  the  Spirit  of 
Capitalism.  Weber  believed  that 
Protestant  northern  Europe  was  far 
more    committed    to    work    than 
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Catholic  southern  Europe  and  that 
this  was  the  reason  capitalism  flour- 
ished first  in  the  north.  Footnote  to 
that  statement:  Subsequent  research 
has  also  uncovered  examples  of  a 
strong  work  ethic  among  Catholics 
and  others.  Footnote  to  that  foot- 
note: A  fair  number  of  economists, 
including  Nobel  laureate  Gary 
Becker,  have  observed  in  recent  years 
that  northern  Europe's  once -power- 
ful work  ethic  has  been  eroding  in 
countries  with  long-entrenched  wel- 
fare states — Sweden  being  the  prime 
example. 

We  now  have  good,  self-adminis- 
tered paper-and-pencil  (or,  some- 
times, computer-based)  personality 
tests  that  are  extremely  good  at  sniff- 
ing out  conscientiousness  or  its 
absence.  It  is  intuitively  hard  to 
accept  that  the  tests  really  work — that 
crooks  and  goof-offs  and  others  who 
go  through  life  fibbing  can  be  caught 
out  by  the  evidence  of  their  own  pen- 
cils, but  they  can. 

Several  years  ago,  the  U.S.  Depart- 
ment of  Defense,  whose  personnel 
get  a  lot  more  tests  than  bayonet 
practice,  put  up  the  money  for  an 
interesting  experiment.  It  featured 
psychological  researchers  giving  a 
battery  of  tests  to  two  groups:  350 
white-collar  criminals  imprisoned  in 
federal  penitentiaries  and  330  white- 
collar  employees  whose  jobs  roughly 
matched  those  the  inmates  had  held. 
Of  all  the  tests  given,  the  one  that 
best  differentiated  between  the 
crooks  and  the  square  guys  was  a  so- 
called  employment  inventory  (ei) 
developed  by  Personnel  Decisions 
International,  a  Minneapolis-based 
consulting  firm.  The  Ei  measures 
conscientious  work  attitudes,  and 
industrial  psychologists  I  know  and 
trust  tell  me  it  is  the  state-of-the-art 
test  these  days.  Only  18%  of  the 
inmates  passed  it  compared  with  88% 
of  the  employees. 

PDI  says  the  test  is  now  given  to 


about  3  million  job  applicants  annu- 
ally, and  it  offers  up  much  fascinating 
data  on  the  test's  ability  to  predict 
what  goes  on  in  the  workplace.  A 
chart  of  special  interest  as  we 
approach  the  holiday  season  was  the 
one  showing  far  greater  "inventory 
shrinkage"  in  toy  stores  whose 
employees  have  below-average  El 
scores. 

The  EI  is  of  course  only  one  of  the 
job-performance  predictors  out  there 
in  the  marketplace,  and  psychologist 
Deniz  Ones  of  the  University  of  Min- 
nesota has  assembled  a  prodigious 
database  with  results  for  over 
720,000  recent  test-takers.  Her  data 
feature  several  points  of  special  inter- 
est. One  is  that  the  predictive  power 
of£f  is  increased  enormously  when 
you  combine  it  with  tests  of  work- 
place integrit)^  Taken  together,  the 
two  measures  correlate  at  about  0.7 
with  actual  on-the-job  performance 
(as  measured  by,  say,  supervisors'  rat- 
ings). The  square  of  that  figure  is 
0.49,  which  tells  us  that  49%  of  work- 
ers' variability  in  performance  is 
explained  by  their  combined  test 
scores — a  prodigious  result  for  a  pre- 
employment  test. 

Other  points  of  interest:  Conscien- 
tiousness has  a  strong  genetic  com- 
ponent, with  half  or  more  of  individ- 
uals' differences  in  this  trait 
attributable  to  their  genes.  Also, 
women  in  the  workplace  are  some- 
what more  conscientious  than  men. 
The  femmes'  advantage  is  not 
huge — their  scores  on  tests  of  consci- 
entiousness average  maybe  six  per- 
centile points  higher  than  those  of 
men — but,  given  the  enormous 
sample  size,  the  data  have  to  be  con- 
sidered quite  solid.  For  those  won- 
dering about  researcher  bias,  it  is  pos- 
sibly worth  mentioning  that  Ms. 
Ones  has  t\\'o  male  collaborators. 

Turning  now,  as  promised,  to  cig- 
arette smoking  and  how  to  give  up 
the  weed,  I  find  it  necessary  to  begin 
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with  my  own  experience.  Previously  a 
three-pack-a-day  addict,  I  stopped 
smoking  38  years  ago.  Here  is  how  I 
did  it. 

First,  I  ascertained  via  introspec- 
tion that  in  order  to  stop,  I  needed  to 
confront  some  sizable  penalty.  It  was 
not  enough  that  smoking  was 
unhealthy  and  would  increase  the 
hkelihood  of  my  ultimately  getting 
emphysema  or  lung  cancer  or  what- 
not. A  chap  craving  "one  more  ciga- 
rette," which  is  all  he  can  think  about 
when  trying  to  give  it  up,  does  not 
ordinarily  care  much  about  "ulti- 
mately." What  he  needs  is  a  penalty 
that  is  swift  and  certain  even  if  he  has 


only  one  more.  This  analysis  led  to  an 
agreement  with  a  journalistic  col- 
league who  was  also  eager  to  give  up 
smoking.  Our  deal  was  as  follows:  If 
either  us  ever  again  smoked  a  ciga- 
rette, cigar  or  pipe,  we  would  pay  the 
other  $500.  (In  today's  prices,  that 
would  be  around  $2,500.)  A  lot  of 
thought  went  into  that  figure., It 
couldn't  be  too  low — $20,  say — 
because  then  it  would  be  tempting  to 
pay  up  and  continue  puffing.  But  it 
also  couldn't  be  too  high— $20,000, 
say — because  the  deal  might  then 
seem  unrealistic.  Anyhow,  we  settled 
for  $500,  and  both  of  us  stopped  on 
a  dime,  at  noon  on  June  29,  1959. 

It  was  all  very  neat  and  tidy  and 
devastatingly  effective,  and  I  have 


never  since  had  a  doubt  about  the 
power  of  economic  incentives  I  went 
through  several  months  scarce  v  able 
to  think  about  anything  except  5  Jem 
Menthols,  but  there  was  nev^ 
question  of  paying  up. 

Why  couldn't  everybody  eager  to 
stop  smoking  do  as  we  did?  Alas,  the 
answer  is  all  too  obvious.  I  hate  to 
say  it,  but  not  everybody  in  the 
country — indeed    not    everybody 
reading  this  article — is  as  conscien- 
tious   as    my    colleague    and    I. 
The  deal  depended  criticalh-  on  the 
fact  that  both  of  us  were  honest 
and  dependable,  and  knew  the 
other  to  be  equally  so.  What  a 
godly  pair! 

Reading  the  current  page-one 
reports  from  the  tobacco  front- 
lines,  I  cannot  down  the  feeling 
that  something  comparable  to 
our  pact  needs  to  be  made 
available  to  smokers  interested 
in  quitting.  I  sense  powerfril- 
Iv  that  the  available  substi- 
tutes— Smoke  Enders,  nico- 
tine patches  and  anything  at 
all  done  by  Congress  or  the 
Food  and  Drug  Adminis- 
tration or  three  dozen  state 
attorneys  general — will  in 
most  cases  prove  inade- 
quate. E\'en  smokers  with 
a  conscience  comparable 
to     my     own     mighty 
superego  will  typically 
have  trouble  finding  a 
suitable  partner. 
Which  brings  us  to  the  entrepre- 
neurial opportunity  cited  above — a 
stunningly  new  kind  of  dating  ser- 
vice.   Manv   details   remain   to   be 
worked  out,  but  the  basic  idea  is  a 
dating  service  offering  not  amour  but 
an  end  to  smoking.  Making  it  all  pos- 
sible is  the  recent  availability'  of  go^ 
inexpensixe  tests  of  conscientious^     .^s. 
The  service  would  not  accep*    ,^pli- 
cants  scoring  below  some  higii  cutott 
point.  Those  who  were   accepted 
would  get  matched  up  uith  other 
high  scorers,  presumab'.v  others  living 
nearby  and  being  not  too  tar  apart  on 
the  net- worth  scoreboard. 

Still  being  worked  out  is  wha.  iiap- 
pens  to  folks  who  score  too  ;ow  on 
conscientiousness.  Possible    '.e  steer 
them  to  one  of  the  more    >  edition.- 
dating  services. 
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ings.  not  MLM.  Call  now— 1-800-432-0018 
x52S2  for  24  hour  2  minute  me,s,sage. 


Winecellars 
Humidors 


Factory  Direct  tolDu 


Beautiful  burl  root  humidors  for  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
$100  value!  Other  models  for  up 
to  250  cigars  with  a  mirror- 
like  poly/lacquer  finish  and  , 
brass  iocksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigars  only" 
$1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Wit)ecellars.  24  bottle  cellars  from 
$229.  handmade  wood  cellars  for  60  to  3400 

bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


17631 S.  Susana  Rd.  Rancho  Dotningiiez,  CA 


racecar  driving  school 


is  available  yeir  round  at  Atlanta.  Charlotte.  Las  Vegas, 
and  Walt  Disney  Work)  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 
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To  spotlight  your  specialty  product  or  seivice  to  an  affluent  crnutive^ 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-8183  or  E-mail:  Ihrend 


1997 
Business  in  the  Arts 

Awards 

■•■",  presented  by 

Buspiss  Committee  for  the  Arts,  Inc. 

^  and  Forbes  Magazine 


Their  investments 
performed  beyond 
all  expectations. 


.::WIHE1 


ycretar 


LEADERSHIP  AWARD 

Eli  Broad 

Chairman  and  Chief  Executive  Officer 

SunAmerica  Inc. 

Los  Angeles,  California 

Commitment  AWARD 

Large  Company 

The  Boeing  Company 

Seattle,  Washington 

M/ds;ze  Company 

Frank  Russell  Company 

Tacoma,  Washington 

Small  Company 

The  Heathman  Hotel 

Portland,  Oregon 

INNOVATION  AWARD 

Large  Company 

TRW  Inc. 

Cleveland,  Ohio 

Small  Company 

BOORA  Architects,  Inc. 

Portland,  Oregon 

NEW  INITIATIVE  AWARD 

Small  Company 

The  Great  Frame  Up  Systems,  Inc. 

.  Franklin  Park,  Illinois 

FdUNDERS  AWARD 

1997 
Ford  Motor  Company 
^._  Dearborn,  Michigan 

I "  1992-96 

car^Express  Company 
■^  AT&T 

The  Chase  Manhattan  Bank 
4  Corning  Incorporated 

,   Dayton  Hudson  Corporation 
Hallmark  Cards,  Inc. 


■^obii  Corporation 

ip  Morris  Companies  Inc. 

Sara  Lee  Corporation 

Texaco  Inc. 


By  investing  in  the  arts,  these  connpanies 
won  big.  They  enhanced  their  bottom  lines, 
enriched  educational  opportunities  for 
children  and  brought  diverse  elements 
of  the  community  together  And,  rightly 
their  extraordinary  performances  won 
each  of  them  a  national  Business  in  the 


Arts  Award. 


If  your  company  would  like  to 
develop  a  winning  strategy  with  the 
arts,  or  would  like  to  be  considered  for 
a  Business  in  the  Arts  Award,  contact 
the  Business  Committee  for  the  Arts. 


Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway,  Suite  510 
New  York,  New  York  10019-1942 
212  664-0600  •  Fax  212  956-5980 


This  advertisement  prepared  as  a  public  service  by  AD  LUBOVv',  Inc. 
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EDITED  BY  DERO  A.  SAUNDERS 


'The  more  things  change..." 
|70  years  ago  in  Forbes 

From  the  issue  of  Nov.  1,  1927) 
'The    odds     in    the    betting    on 

residential  candidates:  Charles  E. 
ughes,  recently  the  Republican 
favorite,  has  been  less  to  the  front  late- 
ly. Secretary  of  Commerce  Hoover  has 
become  distinctiy  more  prominent." 


observers  beUeve  that  worst  is  over, 
but  still  can't  agree  on  reason  for 
two-months  decline  climaxing  in  an 
uproarious  crash." 

50  years  ago 

(From  the  issue  of  Nov.  1,  1947) 
"Auto  industry  approaches  what 
may  be  a  near-record  output  for  the 
year — about  5  million  vehicles — but 
analysis  reveals  that  an  all-time  high 
truck    production     is     largely 


m 


James  Cash  Penney  increased  his  stores 
from  one  in  1902  to  892  in  1927. 


"Perhaps  the  most  important  devel- 
opment from  an  economic  standpoint 
during  the  past  month  has  been  the 
strength  in  Sterling  exchange,  which 
has  forged  on  up  into  new  territory  to 
above  $4.87,  die  highest  it  has  been 
quoted  since  the  opening  of  the  Great 
War  in  1914." 


60 


years  ago 


(From  the  issue  of  Nov.  1,  1937) 
"Our  readers  have  been  consistent- 
ly counseled  for  two-three  years  not 
to  assume  that  major  warfare  in 
Europe  was  imminent,  as  has  been 
represented  almost  daily  in  this 
country.  When  abroad  this  summer, 
this  writer  was  particularly  impressed 
by  how  little  space  was  devoted  by 
newspapers  to  'war'  alarms." 

"Stock  market  collapses  under 
huge  wave  of  selling,  then  recovers 
as  thousands  of  'little  fellows,'  many 
'big'  ones,  rush  in  to  snap  up  what 
they  hope  will  be  bargains.  Seasoned 


responsible.  Result:  Supply-demand 
balance  in  many  truck  models  is 
rapidly  approaching." 

"Bank  deposits,  cash  registers  and 
pocketbooks  continue  to  bulge  with 
dollars  as  most  industrialists,  retailers 
and  consumers  on  the  East  Coast 
foresee  no  slackening  of  business 
activity  for  months  to  come. 
Estimates  of  continued  prosperity'  in 
this  area  range  from  one  to  diree 
years." 

25  years  ago 

(From  the  issue  of  Nov.  1,  1972) 
"Business  travel  abroad  has  taken 
another  jump,  propelled  by  the 
devaluation  of  the  dollar  plus  contin- 
uing foreign  inflation.  A  deluxe  single 
hotel  room  now  costs  over  $35  in 
London  or  Rome,  over  $40  in 
Munich  or  Tokyo.  Under  the  cir- 
cumstances, a  modest  expense  al- 
lowance— without  entertainment — 
would  run  up  to  $60  a  day  or  more." 

"The  A&P,  once  enormously  suc- 
cessfril  and  still  the  largest  chain  of 
food  stores,  has  responded  to  tough 
competition  and  ever  tinier  profit 
margins  by  setting  out  on  a  suicidal 
spree  of  price-cutting  and  overhead- 


adding  that  increased  volume  while 
incurring  even  huger  losse  The 
whole  thing  is  one  of  the  nost 
incomprehensible  major  indv  try 
capers  in  American  business  arma 

"Patience  is  supposed  to  be  an  orien- 
tal trait,  not  an  American  one,  but  in 
this  case  Merrill  Lynch  out-patienced 
the  patient  Japanese.  Last  July  Merrill 
became  the  first  and  so  far  the  only 
foreign  securities  firm  to  be  fiilly 
licensed  as  a  Japanese  securities  firm." 

10  years  ago 

(From  the  issue  of  Nov.  2,  1987) 
"For  years  Britain's  economic  slug- 
gishness was  legendary.  Lazy  workers 
and  bumbling  managers  were  said  to 
have  the  'British  disease.'  In  West 
Germany,  by  contrast,  die  German 
eagle  soared  while  the  British  lion 
snoozed.  Maggie  Thatcher  has  awak- 
ened the  lion,  but  the  eagle  seems  to 
have  dozed  off." 

"Who's  going  to  be  the  next 
President?  The  Republican  race,  as  a 
practical  matter,  is  now  bet\\'een  Vice 
President  Bush  and  Senator  Dole. 
Despite  his  gaffes,  to  which  all  we 
meclia  types  give  such  hype,  George 
Bush's  lead  is  firming  and  widening." 

"During  the  21  days  MCA  Inc. 
Chairman  Lew  Wasserman  spent  in 
the  hospital  last  summer,  MCA  stock 
leapt  from  471^  to  58%  on  heaxy  vol- 
ume. But  when  Wasserman  came 
back  to  work,  in  apparent  good 
health,  the  stock  moved  up,  then 
dropped  to  52.  The  price  bulge,  of 
course,  assumed  that  if  Wasserman 
were  to  retire  or  die,  MCA  would  be 
sold  at  a  handsome  premium."     WM 


MCA  Chairman 
Lew  Wassern 
(left)  and 
Preside 

Sidney  v  idinberg 
pof     >^i,h  MCA 
f '       cter  Flevel. 
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Don't  we  tend  to  think  a 
quiet  one  is  a  wise  one? 
Whether  it  is  a  businessman 
or  otherwise,  at  a  cor- 
porate retreat  or  a  19th 
hole  rap,  the  ones  who 
talk  the  most  and  some- 
times say  somethin£r  tend 
to  pitch  their  prose  to 
the  quiet  ones.  The  premise 
is  that  the  silent  one  is 
a  thinker,  or  at  least  a 
listener  (rare  breed!).  I 
am  coming  to  think,  though, 
that  the  silent  one  is  so 
because  he  has  nothing  to 
say.  He  doesn^t  even  have 
to  listen  so  lon^  as  he 
looks  as  thou£fh  he  is.  Fm 
sure  you  remember  in  school 
days  the  nonparticipant 
didn't  jet  high  marks  on 
the  premise  toe  knew  more. 

-Malcolm  Forbes 


A  Text .  .  . 

Let  nothing  be  done 
through  strife  or 
vainglory;  but  in 
lowliness  of  mind 
let  each  esteem 
other  better  than 
themselves. 
-Philippians  2:3 


Sent  in  by  Peter  Leong, 
Honolulu,  Hawaii.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


There  are  two  things  which 
cannot  be  attacked  in  front: 
ignorance  and  narrow-minded- 
ness. They  will  not  bear 
discussion. 
-Lord  Acton 

Only  a  fool  tests  the  depth 
of  the  water  with  both  feet. 
-African  prov'erb 

The  pessimist  may  be  right 
in  the  long  run,  but  the 
optim  St  has  a  better  time 
during  the  trip. 
-Anonymous 

One  often  contradicts 
an  opinion  when  what  is 
uncongenial  is  really 
the  tone  Ln  which  it  was 
conveyed. 
-Friedrich  Nietzsche 


Wisdom  gave  the  elderly  the 
opportunit)'  to  become  elderly. 
-Robert  Half 

A  rule  of  life 

That  all  should  know: 
First  comes  income, 

Then  goes  outgo. 
-Cecil  Baxter 

Style  is  always  in  fashion. 
-Wilma  Askinas    . 


More  than  14,000  "Thoughts,"  arranged  alphat)eli- 
cally  by  subject,  are  available  in  a  90Opage  one-vol- 
ume deluxe  edition,  Forbes  Book  of  Quotations: 
Thoughts  on  the  Business  of  Life.  The  price  is  $40.00, 
plus  $3.50  shipping  and  $1.00  per  item  for  handling 
(add  applicable  sales  tax). 
Also  available:  the  Thoughts  Screen  Saverbr  PC 
(Wrndows  35^"  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


Everyone  can  recognize 
history  when  it  happens. 
Everyone  can  recognize  his- 
tory after  it  has  happened; 
but  only  the  wise  man  knows 
at  the  moment  what  is  vital 
and  permanent,  what  is  last- 
ing and  memorable. 
-Winston  Churchill 

Every  natural  power  exhila- 
rates; a  true  talent  delights 
the  possessor  first. 
-Ralph  Waldo  Emerson 

Beaut)'  is  unbearable,  offer- 
ing us  for  a  minute  a  glimpse 
of  an  eternity  that  we  would 
like  to  stretch  out  over  the 
whole  of  time. 
-Albert  Camus 

No  man  loves  the  man  he  fears. 

-Aristotle 

We  have  the  need  of  history  in 
its  entirety,  not  to  fall 
back  on,  but  to  see  if  we 
can  escape  from  it. 
-Ortega  y  Gasset 

Most  do  violence  to  their 
natural  aptitude,  and  so  at- 
tain superiority'  in  nothing. 
-Baltasar  Gracl\n 

We  should  be  carefiil  to  get 
out  of  an  experience  only 
the  wisdom  that  is  in  it, 
lest  we  be  like  the  cat  that 
sits  down  on  a  hot  stove-lid. 
She  will  not  sit  down  on  a 
hot  stove-lid  again — but  also 
she  will  not  sit  down  on  a 
cold  one  either. 
-Mark  Twain 

They  call  you  stubborn  when 
you  fail,  but  persistent 
when  you  succeed. 
-Anonymous 
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Hotel  Inter-Continental,  Paris 


Insignt  into  a  city  takes  decades  to 
acquire  and  just  a  moment  to  snare. 


One  World.   One  Hotel. 
Uniquely  Inter-Continental. 

n 

INTER-CONTINENTAL 

HOTELS   AND    RESORTS 

www.interconti.com 


ElKOPf. 

^MSThKDAM 
\THISS 
BAK(  IIIINA 
HIK.K^OE 
BLKl  IN 
BRMISIWA- 
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NT 


IDINHl  KGH 
FRANKURT 
GENEVA 
THE  HAGUE 

H^MRl  i<G 
f-R- 


LEIPZIG 
LISBON 
ULBUASA 
LONDON 
LLXEMBOLRG 
MADRID 
MALTA 
MONTREl  \ 
MOSCOW 
MLNICH- 
NICOSIA- 
PARIS 
PRAGL  E 
ROME 

STUTTGART 
TASHKENT 
\IENNA 
WARSAW 
ZAGREB 
ZURICH 

AMERICAS 

BOGOTA 

BUENOS  AIRal 

CALI 

CANCUN 

CARACAS 

CARTAGENA 

CHICAGO 

ciudadguayanaU 

COZUMEL  '1 

GUADALAJARA      ^ 
IXTAPA  . 

LOS  ANGELES         i  \ 
LOS  CABOS 
MANAGUA 
MARACAIBO  I  I 

MEDELLIN  i 

MEXICO  CITY  I 

MIAMI  I 

MONTREAL 

NEW  orlea: 

NEW  YORK 
PANAMA  CITY 
PUERTO  \  ALLARTA 
RIO  DE  JANEIRO 
RIO  NEGRO' 
SAN  FRANCISCO 
SANTO  DOMINGO 
SAO  PAULO 
TORONTO 
VALENCIA 
WASHINGTON.  DC 


TV  ^T 


ASIA  PACIFIC 

BALI 

BANGKOK 

BROOME 

CHENGDU 

COLOMBO 

JAK.ARTA 

KUALA  LLT^PUR 

MANILA 

NEW  DELHI 

PHNOM  PENH 

QINGDAO 

SEOUL 

SHENZHEN' 

SINGAPORE 

SYDNEY 

TAIPEI 

TOKYO 

YOKOHAMA 

MIDDLE  EAST 

ABHA 

ABU  DHABI 

AL  AIN 

AL  JUBAIL 

AMMAN 

BAHRAIN 

BEIRUT 

CAIRO 

DUBAI 

HURGHADA 

JEDDAH 

MAKKAH 

MUSCAT 

PETRA* 

RIYADH 

SHARM  EL  SHEIKH 

TAIF 

AFRICA 

ABIDJAN 

CAPE  TOWN 

DURBAN 

JOHANNESBURG 

K'NSHASA 

KRUGER  NATIONAL  W 

LUSAKA 

NAIROBI 

VICTORIA  FALLS 

'FORUM  HOTEL 


DATE  D»'^. 


Your  company  needs  systems 

testing  before  the  year  2000. 
if  you  don't  take 

THAT  POSITION,  YOU  MAY  FIND 
YOURSELF  IN  ANOTHER  ONE. 


V/hen  January  is*,  2000,  arrives,  that  date  change  could  literally  cripple  your  hardware.  Your 
software.  Your  entire  communications  system.  In  the  end,  it  could  cripple  your  company. 
Fortunately,  Bellcore  can  help  test  your  information  and  network  systems  In  advance.  We're 
objective  in  our  approach.  Offering  leading-edge  expertise.  And  the  tools  and  technology 
to  test  complete  systems.  End-to-end.  To  find  out  more  about  Bellcore's  Year  2000  Testing 
Solutions,  r  41 1  l-Pftfl-^yi-rORP  ®^*"  ^000.  Start  the  next  millennium  in  a  position  of  strength. 

FEEL  GOOD  ABOUT  TOMORROW 

YEAR    Z  0  0  0    TESTING    SOLUTIONS    Bellcore 
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As  a  serious  online  investor,  you  require  more  wan  yi/si 
punching  in  orders  from  your  online  broker  Ideally,  you^  4 
want  the  help  of  a  Wall  Street  powerhouse.  Donaldson, 
Lufkin  &  Jenrette,  with  its  affiliates,  is  one  of  the  top  securities 
firms  on  Wall  Street  accounting  for  10%  of  the  trading  volume 
of  the  New  York  Stock  Exchange.  And  it's  not  just  financial 
power  that  distinguishes  DLJ,  it's  brain  power  DLJdirect 
offers  access  to  DLJ's  analysis  of  1,100  companies  in  80 
industries.  Now  you  can  have  insights  from  the  same  analysts 
that  Institutional  Investor  magazine  named  to  their  All- 
America  Team.  You  also  have  access  to  DLJ  lead-managed 
IPOs.  So,  DU's  expertise,  experience  and  intelligence  is 
beamed  directly  from  DLJdirect  to  your  desktop.  Which  means 
you  have  a  Wall  Street  powerhouse  to  help  you  validate 
^our  instincts  before  every  trade;  call  it  enlightened  self- 
reliance.  Serious  company  for  the  serious  online  investor 
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J  Research  Abstracts 
DLJ  IPOs 
Online  Trading 
Standard  &  Poor's  Reports 
Real-time  Quotes 
Stock  &  Portfolio  Alerts 
Historical  Charts 
StockScan^"  &  fundScan^^ 
Personal  Stock  Ticker 
Online  Investing  Software 
And  More 

$20  trades 

www.DLJdirectcom 

18884564355  7    , 

Apply  online  -  no  minimum  deposit  or  balances  required  to  open  or  maintain  an  acc^unv. 
per  trade  (up  to  1.000  equity  shares}  via  online  PC.  toll-free  telephone  or  DLJdirect  ^ 
Representative.  Access  to  DLJ  research  abstracts  and  IPOs  requires  rnimmn\  af    ■ 
ofSWO.OOO:  60-day  free  trial  available.  DLJdirect  Inc..  a  Donaldson.  Lufkm'SiJenfet 
company,  is  a  member  of  NASD  and  SIPC.  '       ';.g|J 


T  h  e    questtonis 


WHAT  DIDN'T   CHANGEI 


You'll  have  to  look  very  closely  for  the  answer. 
Because  the  new  1998  Accord  has  undergone  more 
changes  than  ever  in  its  22-year  history.  It  has  gotten 
bigger,  more  powerful.  And  more  luxurious. The  few 


shown,  audio  controls  are  mounted  on  the  steering 
wheel,  cabin  temperature  is  controlled  automatically 
and  the  seats  are  trimmed  in  soft  leather. 

Once  you  drive  it,  you'll  get  a  different  sense 


parts  that  did  stay  the  same  serve  the  most  basic 
functions.  And  the  way  our  engineers  figured  it,  why 
mess  with  a  good  grommet.^ 

You'll  know  this  car  was  completely  redesigned 
once  you  sit  inside.  The  new  seats  are  wide  and  very 
supportive.  Space  is  abundant.  And  there  are  plenty 
of  easy-to-get-used-to  features.  On  the  EX  V-6  model 


of  what's  new.  There's  nothing  quite  like  the  lively 
performance  of  the  200-horsepower  V-6  engine.  The 
first  Accord  V-6  to  use  Honda's  VTEC  technology. 

We  could  go  into  much  more  detail  about 
everything  that  makes  this  an  Accord  like  no  other, 
but  we  have  a  better  idea.  Get  in,  start  driving,  and 
let  the  details  reveal  themselves  along  the  way. 
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An  Accord 
like  no  other. 


(y]  HONDA. 
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AFTER  THE  CRASH 

42  Deflation  days 

Is  inflation  lower  than  we  think?  If  so,  bonds  may  be  best. 

By  Robert  Lenzner 
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Liberty  Mutual  is  committed  to  reducing  the  impact  of  low  back  pam,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggyback  ride  with  daughter  Lisa. 
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risk  of  low  back  pain.  Our  research  has  led  to  innovative  products  like  Computask^ 
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to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives. 
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The  D  word 

In  the  following  pages  you  will  find  the  term  "deflation"  used  at 
least  a  dozen  times.  This  isn't  a  word  that  gets  a  lot  of  currency  in 
the  business  press.  Our  post-World  War  II  generations  have  been 
raised  in  a  world  where  inflation  was  the  realit>';  deflation,  some- 
thing in  the  history  books.  Thus,  all  through  the  1990s  the  specter 
of  inflation  periodically  spooked  the  stock  market,  though  the  real 
thing  was  nowhere  in  sight. 

Meanwhile,  strange  noninflationary  things  were  happening. 
Though  there  are  serious  labor  shortages  in  many  places  and  in 
many  occupations,  wages  haven't  risen  perceptibly.  High-tech 
industries  keep  delivering  better  products  at  lower  prices.  New 
technologies  keep  squeezing  costs  out  in  industry  after  industry. 
First  in  Japan,  and  now  tliroughout  Southeast  Asia,  property  prices 
have  collapsed.  Even  after  a.  long,  sustained  pickup  in  the  U.S., 
commodity  prices  refiise  to  go  up. 

If  not  deflation,  what  is  all  this.^  No  surprise  then  that  four  of 
the  market  commentators  in  this  issue  recommend  buying  bonds 
as  a  supplement  to  stocks.  If  there's  no  inflation,  then  interest 
rates  are  much  too  high;  if  rates  come  down,  bonds  go  up.  Peter 
Brimelow's  chart  on  page  47  shows  that  bonds  are  only  beginning 
to  emerge  from  a  40-year  bear  market.  No  cause  to  panic.  Defla- 
tion can  have  unpleasant  side  effects,  but  it  isn't  incompatible  with 
prosperity. 

In  any  case,  I  do  think  we  are  going  to  be  seeing  a  lot  more  of 
the  D  word.  For  a  listing  of  articles  concerning  the  messy  October 
stock  market  and  its  implications,  see  "After  the  crash"  in  the  Table 
of  Contents,  page  6. 

Life  is  just  a  bowl  of  deals 

With  this  issue's  cover  story  on 
LBO-meister  Tom  Lee,  we  wel- 
come veteran  writer  Phyllis 
Berman  back  to  Forbes.  Berman 
has  met  a  lot  of  big  dealmakers  in 
her  19-year  career  but  says  she's 
never  met  one  before  who  took  as 
much  pleasure  in  his  work  as  Lee 
does.  Sitting  in  his  office  during 
just  one  of  her  many  interviews 
with  him,  Berman  listened  while 
he  fielded  telephone  calls  from  the 
head  of  one  of  the  biggest 
accounting  firms  in  the  U.S.,  a 
high-profile  foreign  retailer  look- 
ing for  capital,  and  one  of  the  rich- 
est men  in  the  U.S.  "You  could 
tell,"  Berman  says,  "that  whoever 

it  was  on  the  phone,  Tom  loved  making  deal-talk.  Aside  from  his 
second  wife,  Ann  Tenenbaum,  whom  he  obviously  adores,  his  life 
is  one  big  deal  search."  Berman's  report  on  America's  hottest 
dealmaker  starts  on  page  126. 


Phyllis  Berman 


Q^_  d/.  9^^iU<j^ 
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SPENDING  ^ 

on  CORNFLAKES 

IS  a  VERY 

SMART  MOVE. 


AmERITRADE  announces  the  lowest 
commissions  — anyway  you  trade  it. 


touch-tone 
phone  trades 


broker-assisted 
trades 


Commissions  are  flat  rate.  No  limit  on  shares  traded. 


If  high  commissions  are  taking  a  bite  out  of  your 
portfolio,  maybe  it's  time  to  take  a  look  at  Ameritrade. 
Because  whether  you're  buying  100  shares  of  Kellogg's, 
or  1,000,  with  Ameritrade  your  commission  for  an 
on-line  trade  is  always  the  same — $8  flat. 

No  matter  how  you  look  at  it,  Ameritrade  offers 
the  lowest  commissions  of  any  deep  discount  broker 


out  there.  On-line  trades  are  $8.  Touch-tone 
trades  are  $12.  And  broker-assisted  trades  are 
only  $18.  Our  25-plus  years  in  the  business  taught 
us  a  few  things.  Like  how  to  deliver  the  lowest 
commissions,  not  for  a  "limited  time  only,"  but 
for  the  long  haul. 

So  this  morning  after  breakfast,  give  Ameritrade 
a  call.  Once  you  do,  you'll  see  that  saving  money 
with  every  trade  you  make  is  one  sweet  deal. 


-A- 


Ameritrade' 

SMARTEST  WAY  TO  TRADE.   PERIOD. 


Call  Ameritrade  now,  and  your  first  S  trades  are  commission-free!  Call  1-800-220-9618. 

Or  visit  our  website  at  www.ameritradexom 


Member  NASD/SIPC  •  $2,000  minimum  equity  required  to  open  your  account  •  Limit  orders  are  an  additional  J5.00  •  SIPC  account  protection  is  $500,000  with 
$100,000  for  cash  claims.  $10  million  additional  account  protection  provided  •  Copyright  1997.  Ameritrade,  Inc.  •  Kellogg's  is  a  registered  trademark  of  the  Kellogg  Co. 
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Spice  Girl 


What's  that  noise  at  the  emi 
Group,  the  music  division  spun  off 
from  British  lighting  and  rental  com- 
pany Thorn  EMir  The  sound  of  heads 
rolling.  After  a  year  when  it  saw  its 
American  music  labels  struggle  to 
capture  just  8%  of  the  $12.5  biUion 
U.S.  music  market,  the  company's 
been  slicing  and  dicing  its  way 
through  top  management.  Among 
the  recent  victims:  EMi's  chairman  for 
North  America,  Charles  Koppelman. 

Koppelman  was  the  man  \\'ho 
helped  build  EMI's  music  pubUshing 
business  into  the  world's  largest 
("What's  not  to  love?"  Sept.  30, 
1991).  Also  said  to  be  leaving  is  EMI 
Chief  Executive  James  Fifield,  whose 
nine -year  reign  has  seen  emi's  music 
earnings  blossom  to  over  $600  mil- 
hon  from  $50  million. 

Their  responsibilities  now  fall  on 
the  shoulders  of  45 -year-old  Ken 
Berry,  who  had  been  running  EMI- 
owned  Virgin  Records  in  the  U.K. 
He  wasted  little  time,  forcing  out 
Virgin's  U.S.  head,  Phil  Quartararo, 
then  bringing  in  his  wife,  Nancy,  as 
Virgin  Music  vice  chairman. 

A  groupie  turned  record  executive, 
Mrs.  Berry  comes  with  little  operating 
experience  but  lots  of  notoriet)':  She's 
known  for  throwing  extravagant  par- 
ties, her  quick  temper  is  well-known, 
and  her  relationships  with  many  per- 
formers— well,  let's  just  say  they're 
unusually  close. 


Ken  and 
Nancy  Berry 
With  EMI's 
top  American 
managers  all  but 
gone,  the  British 
are  in  command. 


But  Mr.  Berry  will  have  more  to 
deal  with  than  his  wife's  imique  man- 
agerial st\de.  U.S.  music  sales  for  the 
first  half  of  the  year  fell  short  of  last 
year's  dismal  six- month  results. 

Then  there's  the  talent.  Not  only 
did  the  trimming  cut  more  than  50 
acts  from  EMi's  roster,  there  are  now 
serious  questions  about  the  tenor  of 
some  relationships,  especially  with 
Garth  Brooks,  its  biggest  star  by  far. 

When  we  last  spoke  with  Berry  in 
1994,  he  seemed  peculiarly  proud  of 
the  fact  that  he  still  wore  tennis  shoes 
to  work.  But  with  his  volatile  wife 
now  running  the  company's  most 
important  U.S.  label,  don't  be  sur- 
prised if  he  begins  donning  the  boots 
he  wore  milking  cows  in  Denmark  to 
help  clean  up  if  things  get  messy. 

I  have  no  lawsuit 

Four  years  ago  we  profiled  William 
Lerach,  the  San  Diego-based  king  of 
class-action  securities  lawsuits  ("I 
have  no  clients,"  Oct.  11,  1993).  His 
firm,  Milberg  Weiss  Bershad  Hynes 
&  Lerach,  files  lawsuits,  supposedly 
on  behalf  of  investors,  when  compa- 
nies don't  meet  analysts'  expecta- 
tions. Companies  usually  settie  rather 
dian  fight,  with  littie  money  going  to 
individual  shareholders — and  lots 
going  to  Lerach  and  crew. 

Lawyers  are  supposed  to  report  to 
their  clients,  but  Lerach  prett)'  much 
decides  whom  to  sue,  when  to  settle 


14 


Forbes  ■  November  17,  1997 


i  love  the  experience 

Consider  a  luxury  so  sumptuous,  you  could  almost  taste  it.  And  now,  with  the  Toyota  Avalon, 

of  something  so  rich, 

you  can  drive  it.  From  the  quiet  elegance  of  its  spacious  interior  to  its  sophisticated, 

SO  decadent  and  v/ithout 

restyled  exterior,  it's  a  driving  experience  that  will  quite  possibly  make  your  mouth  water. 

the  fear  of  cavities. 


<® 


AVALON 


©  1997  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  tor  tho.so  who  low 


It  always  felt  pretty  good  knowing 
something  they  didn't  know. 

You've  outgrown  the  goofy  faces.  But  you  can  still  enjoy  being  one-up  on  other 
brokers  and  investors  with  Dow  Jones  Newswires.  We  dig  deep  to  uncover  exclusive 

domestic  and  world  financial  news.  So  you  can  get  in  on  opportunities  fast. 
And  have  plenty  to  brag  about  to  the  gang.  To  find  out  more,  call  1-800-223-2274- 

Dow  Jones  Newswires'" 


It  all  comes  down  to  the  wire. 
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and  for  how  much.  "I  have  the  greaij 
est  practice  of  law  in  the  world," 
said.  He  even  acknowledges  sayinj 
"I  have  no  clients." 

His  quote,  as  it  turns  out,  had  leg^ 
U.S.  Senate  and  House  committej 
reports  picked  it  up  and  used  it  twd 
years  ago  to  push  limits  on  such  lav 
suits.  One  reform  established  a  prel 
sumption  that  the  lead  plaintiff,  wh([ 
normally  hires  the  class  lawyers,  W 
the   willing   shareholder  with   thJ 
largest  financial  stake.  The  Republij 
can-led  Congress  passed  the  reforr 
into  law.  Bill  Clinton  vetoed  it- 
Lerach  is  a  big  Democratic  contribul 
tor — but  Congress  overrode  the  vetoJ 

In  August  Dallas'  chief  federa^ 
judge,  Jerry  Buchmeyer,  specifically 
cited  the  Lerach  quote  and  our  pro- 
file in  denying  Milberg  Weiss  chent 
the  right  to  be  co-lead  plaintiffs — and| 
Milberg  Weiss,  presumably,  to  be  co- 
lead  plaintiff  lawyers — in  a  classl 
action  against  CellStar  Corp.  Milbergl 
Weiss'  clients  owned  just  58,000[ 
shares.  The  plaintiff — the  State  of  I 
Wisconsin  Investment  Board — alone  [ 
owns  more  than  1 .6  million  shares. 

Every  once  in  a  while  a  Forbes! 
story  makes  a  difference. 

-William  P.  Barrett  | 

Hotstu£f 

When  Forbes  profiled  Indophiles 
Chester  and  Davida  Herwitz  (May  8, 
1995),  a  chunk  of  their  collection  of  | 
3,000  contemporary  Indian  paint- 
ings, sculpture  and  drawings  was 
about  to  hit  the  auction  block.  It  was 
the  most  impressive  collection  we'd 
seen  of  its  kind.  We  thought  they 
might  be  on  to  something. 

They  were.  Shortly  afi:er  that  story, 
Sotheby's  in  New  York  auctioned  off 
nearly  200  of  the  Herwitzes'  paint- 
ings, netting  $1.2  million — $200,000 
more  than  expected.  Since  then 
there's  been  an  explosion  in  the  con- 
temporary Indian  art  market. 
Christie's  and  Sotheby's  have  held 
sales  in  London  and  New  York. 
Hotly  colored  paintings  by  India's 
better-known  artists,  like  Ganesh 
Pyne  and  Vasudeo  Gaitonde,  now 
fetch  as  much  as  $35,000,  up  nearly 
30%  since  the  Herwitz  sale. 

This  market's  for  real. 

-Robert  Goff    ^ 
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YoLir  world  revolves  around  succeeding.  So  surround  yourself 
with  the  world-class  technology  and  reliahility  ot  Toshiha.  Then, 
you'll  know  you've  got  what  it  takes  -  including  the  Toshiba  Quality 
Commitment  -  a  guarantee  that  says  the  best  will  be  there  for  you, 
come  what  may.  With  Toshiha  Copiers  and  Fax,  you're  in  business. 
Connect  with  the  Toshiba  authorised  dealer  riearest  you.  Call 
1-800-GO-TOSHlBA  or  visit  our  Website:  http://copier.toshiba.com 
or  http://tax.toshiba.com 

In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 
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DO  YOU  REDEFINE  AN  I 
iKE  PERFORMANCE  A  REDGlOlf,  ANft 
ACHIEVE  UNPRECEDENTED  SUCCESS^ 


M^il 


ROUGH 


RECEDENTED  SUCCESS!^ 
^TRADITIONAyiEANS?  r 


I '  REDEFINE  AN  INDUSTRY,  MAKE 
I  PERFORMANCE  A  RELIGION,  AND 
J  ACHIEVE  UNPRECEDENTED  SUCCESS 
THROUGH  NONTRADITIONAL  MEANS. 

line  insurance  industry  is  changing.  Many  of  our  ideas  that  sounded  pretty  radical  in  the  early  ^80s  have  now 
been  adopted  by  others  in  the  business.  Revolutionary  ideas,  like  creating  consumer-driven  products  that  also 

!  work  for  the  agent,  have  made  us  an  industry  leader.  Growth  has  become  as  important  as  protection.  Being 
accountable  in  this  new  environment  requires  an  innovative  approach.  By  leading  this  revolution,  we  have 
achieved  unprecedented  Wall  Street  success.  And  we  continue  to  lead  with  a  full  range  of  insurance  products 
■    Americans  want  most-annuities,  supplemental  health,  and  life  insurance,  performance  is  what  matters 
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WHAT'S  WORRYING  TOP  EXECUTIVES /EOITED  BY  KATARZYNA  MORENO 


The  ultimate  test 


By  Katrina  Burger  and  Ashlea  Ebeling 


After  the  recent  unexpected  death  of  Roberto  Goizueta,  Coca-Cola  stock  didn't 
drop,  nor  was  there  great  turmoil  in  the  company.  With  his  death  he  passed 
the  last,  great  test  of  a  chief  executive  officer:  He  had  prepared  his  succession. 
How  many  top  executives  can  say  the  same? 


"I  don't 
think  about 
death.  All  of 
these  succes- 
sion plans  in 
bigger  or ga- 
nizationsf 
No  one  really 
knows  until 
the  plan  is 
executed 
whether  it's  a 
good  one." 


James  F.  Conway 
chief  executive, 
Courier  Corp. 


Peter  Georgescu 

Chairman  &  Chief  Executive  Officer 
Young  &  Rubicam  Inc. 
I  was  in  my  job  for  just  a  couple  of  months, 
and  already  one  of  my  key  advisers,  Tom 
Moser,  was  on  my  case:  "Peter  you  gotta  be 
prepared.  If,  God  forbid,  something  happens 
to  you,  who  is  going  to  sit  at  the  head  of  the 
table?"  he  nagged.  I  said,  "C'mon,  I  just  got 
on  the  job."  But  no,  he  was  aggressively  after 
me,  so  I  wrote  down  a  recommendation  to 
the  board  about  how  they  should  go  about 
electing  the  next  chief  executive  and  gave  it 
to  our  general  counsel. 

Now  you  may  not  recall,  but  Tom  Moser, 
sadly,  is  the  fellow  who  was  killed  by  the 
Unabomber.  It  happened  nine  months  after 
he  badgered  me  into  writing  that  note.  If  it 
wasn't  for  Tom,  I'm  not  sure  I  would  have 
faced  the  decision  as  careftilly  as  he  made  me 
do  it.  And  now,  even  without  Tom  here — or 
maybe  because  of  it — I  ha\e  continued  to 
work  on  that  note. 


Marshall  Carter 

Chief  Executive  Officer 
State  Street  Corp. 

When  I  was  26,  on  my  first  tour  of  dut\'  in 
Vietnam,  I  commanded  Marines.  And  on  one 
of  our  big  operations,  out  of  175  we  took 
into  combat,  we  had  36  killed  or  wounded 
in  just  six  hours,  including  2  of  the  3  lieu- 
tenants and  6  of  the  9  sergeants.  In  Vietnam 
contingency  planning  was  a  natural  event 
for  us. 

That's  the  same  thing  we've  done  here. 
This  company  has  to  continue  because  it's 
205  years  old  and  has  15,000  employees.  We 
have  a  document  called  the  contingency  plan 
for  the  unplanned  loss  of  the  chairman  and 
the  chief  executive.  It's  held  in  a  sealed  enve- 
lope by  the  general  counsel  and  the  head  of 
the  executive  compensation  committee.  If  I 
fall  in  front  of  a  subway,  they  pull  this  out, 
open  it  up  and  review  it  with  the  executive 
compensation  committee. 

It  was  my  idea.  I  took  it  to  the  board. 
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b  keep  his  energy  services  company 
growing,  Bill  Bradford  keeps  his 
tianagementteam  flying. 


m.. 


As  Chairman  and  CEO  of  Dresser 
Industries,  Bill  Bradford  knows  there's 
something  in  the  energy  business  more 
precious  than  oil  and  gas— time. 
So  to  oversee  the  operations  of  their 
^^Hl  multi-billion  dollar  business,  Bill  and 
his  management  team  have  chosen 
the  most  efficient  way  to  travel— 
Executive  Jet. 

At  Executive  Jet,  we  not  only  invented 
fractional  jet  ownership,  we've  spent  ten 
years  perfecting  it.  Today,  we're  the 
world  leader,  providing  the  largest  fleet, 
the  best  aircraft  and  unparalleled 
service.  Through  our  Netjets'  and 
Netjets^  Europe  programs,  we  can  have 
f      your  aircraft  ready  and  waiting  at  any  g 
one  of  5,000  airports  in  as  little  as  four 
hours.  Any  day  of  the  year.  Guaranteed. 

It's  that  kind  of  commitment  to 
uncompromising  service  that's  won 
over  demanding  customers  like  Bill 
Bradford.  Why  not  join  him?  Call  today 
and  find  out  how  easy  and  affordable 
the  ultimate  in  personal  and  business 
transportation  can  be.  1-800-821-2299. 


Bill  Bradford 


Judge  a  company  by  the  customers  it  keeps.     EXGCUtiVCjet 


N    E    T   J    E    T   5 


Netlets"  .and  Netlets*  Europe  are  products  of  Executive  jet.  Gulfstream  Shares^^'  is  a  product  of  Executive  )et  and  Gulfstreamf  Fractional  aircraft  shares  are  available  msmall, 
mid-range  and  large  cabin  business  jets  including  tlie  Citation  SIl,  Citation  V  U  tra.  Citation  VII,  Hawker  800XP,  Hawker  1000,  Qtation  X  and  Gulfstream  IV-SP. 


'In  Vietnam 
contingency 
planning  was 
a  natural 
event.  Thafs 
the  same 
thing  we 
have  done 
here." 


Marshall  Carter, 
chief  executive, 
State  Street  Corp. 


^^ginia  Hairis 

Chairman 

Christian  Science  Church 
The  founder  of  the  Christian  Science  Church, 
Mary  Baker  Eddy,  faced  the  issue  of  her  death 
and  succession  over  100  years  ago.  In  1892 
she  set  up  the  first  five-person  board  of  direc- 
tors and  estabUshed  the  succession  plan.  The 
five  of  us  who  serve  on  the  board  of  directors 
function  as  one  in  the  sense  of  one  full-time 
chief  executive  officer,  but  each  of  us  has  our 
own  area  of  the  organization  we  head  up.  We 
serve  for  life. 

If  I  were  to  die  today,  the  four  would  meet 
and  pray  that  they  choose  the  best  candidate. 
Because  we  are  a  self-perpetuating  board,  I  see 
our  leadership  as  about  perpetuating  the 
vision,  rather  than  about  a  personal  style  or 
about  myself. 

George  Schad 

Chief  Executive  Officer 
Intergram  International 

We  just  raised  additional  handing,  and  the 
investor  group  required  me  to  come  up  with 
a  transition  plan.  This  includes  the  hiring  of  a 
strong  number  two  person  who  could  take 
over  the  company  from  me. 

And  then  they  have  taken  out  a  $3  million 
life  insurance  policy  to  fijnd  short-term  cash 
infusion,  should  I  not — should  1  die — might 
as  well  say  it  that  way.  If  they  did  have  to 
recruit  a  new  chief  executive,  there  would  be 
search  fees  and  relocation  expenses,  quite  a 
large  sum  of  money.  It's  scary  to  think  I'm 
worth  more  dead  than  alive. 

But  tiiey've  got  millions  and  millions  of 
dollars  invested  in  my  life,  and  I  owe  it  to 
them  to  transcend  my  fear  and  come  up  with 
a  plan.  I'm  in  my  mid-40s,  so  it's  probably  an 
age  when  I  should  be  doing  it  anyway. 

John  L.  Ridihalgh 

Chief  Executive  Officer 
Neoprobe  Corp. 

We're  in  the  cancer  business.  We  see  death 
every  day,  and  we  see  its  consequences.  It 
can't  be  too  far  out  of  one's  mind.  You  learn 
that  every  day  is  a  great  day.  You  learn  not  to 
worry.  I  don't  fear  death.  It's  a  natural  thing. 

We  have  a  fairly  natural  succession  plan. 
Our  president  and  chief  operating  officer. 


David  Bupp,  would  slip  into  my  role.  It's 
actually  very  satisfying  to  see  somebody  take 
control  of  the  operations  and  set  himself  up  s 
my  successor  whether  I  die  or  go  off  to  some- 
thing else. 

\^ctor  Fink 

Founder  and  President 
Club  Getaway 
(sports  resort) 

I'm  52.  If  I  have  a  heart  attack  tomorrow, 
there's  not  a  written  succession  script.  You  get] 
so  busy  in  your  day-to-day  operation,  you 
don't  spend  time  thinking  about  death.  I  like 
to  think  of  myself  as  the  positive  life  force 
behind  the  club. 

I  need  another  10  years,  hopefully  longer.  Myj 
son  is  10  years  old,  and  he's  a  dynamic  guy  who 
might  have  the  spirit  and  fever  to  take  over,  but 
I  have  to  give  him  some  time  to  decide. 

In  the  interim,  I  have  a  dynamic  group  of 
people  who  love  the  place  as  much  as  I  do.  I 
think  they  would  take  over  by  committee. 

James  E  Conway  m 

Chief  Executive  Officer 
Courier  Corp. 
(printer/book  manufacturer) 

I  don't  think  about  death.  I'm  45.  Anyway, 
all  these  succession  plans  in  bigger  organiza- 
tions— no  one  really  knows  until  the  plan  is 
executed  whether  it's  a  good  one. 

C.  Dean  Metropoulos 

Chief  Executive  Officer 
C.  Dean  Metropoulos  &  Co. 
(acquisitions  firm) 

We  don't  have  a  succession  document  for  the 
company.  I  have  two  young  boys,  14  and  16. 
I  would  like  to  have  them  run  the  business 

down  the  road.  But  if  something 
happens  to  me  before 
that,  the  same 
senior  execu- 
^^^^(■^     tives  who  can 
manage  the 
companies  we 
acquire  can  also 
step  into  my 
shoes  and 
manage  our 
company.         ^ 


What's  on  your  mind^ 


If  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one,  we'd  like  to 
know  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 


22 


Forbes  ■  November  17,  1997 


Never  underestimate  the  importance  of  people. 


m 


A  friendly  reminder  from  tlie  people  who  can  get  die  best  out  of  yours. 


^ 


-pii  Busir 


r.F.a 


gh  Pfopli- 


V.imJ^ 


readers@forbes.com 


I'll  ruin  you,  Forbes 

Sir:  Re  "But  \\here  are  the  distribu- 
tors' yachts?"  (Oct.  20,  p.  43).  You 
appear  to  ha^'e  thrown  your  article  on 
HerbaUfe  International  together  at 
the  last  minute.  Let's  get  to  the  facts: 
17  years  in  business,  23  million  cus- 
tomers and  $1.2  billion  in  sales.  1  lost 
40  pounds  in  two  months  and  have 
never  felt  better  in  my  life.  Go  figure. 
I  \\ill  never  buy  your  tabloid  trash 
again,  and  I  intend  to  damage  your 
reputation  at  every  opportune 
moment. 

Robert  H.  Barrett  Jr. 
HerbaUfe  Independent  Distributor 
Blue  Sprin^fs,  Mo. 

Has  Price  lost  it.^ 

Sir:  Re  "Too  late 
to  the  partv" 
(Oct.  20,  p.  304). 
Perhaps  Michael 
Price  has  lost  his 
touch.  He  be- 
moans Fleet's 
purchase  of 

Quick  &  Reilly 
at  four  times 
book  value,  but 
paid  roughly  five 
times  that  last 
year  for  a  block 
of  Cityscape,  a 
mortgage  banker.  Quick  &  Reilly 
stock  has  nearh'  doubled  fi"om  Fleet's 
purchase  price.  Cityscape  trades  at 
less  than  $8  a  share — about  40%  \\'hat 
Price  paid.  He  should  stay  away  firom 
financial  services  or  perhaps  double 
up  on  Cityscape  now  that  its 
price/book  multiple  meets  his  invest- 
ment bogey. 
M.\RY  Q.  Pedersen 
Rye,  N.r. 

Faimie's  fat  profits 

Sir:  Re  "Fall  of  the  house  of  Fannie" 
(Oct.  6,  p.  74).  Congratulations  for 
vour  excellent  analvsis  of  Fannie  Mae. 
It  and  its  sister,  Freddie  Mac,  hire 
most  of  their  potential  critics  and 
make  sure  others  aren't  heard  by 
sponsoring  journals  anti  putting  their 
staff  on  editorial  boards.  But  some- 
day banks  vv'ill  recognize  the  profits 
they  could  be  making  if  Fannie  and 
Freddie  didn't  have  a  subsidized  lock 


Mutual  Series' 
Michael  Price 
Midas  stumbles. 


on  portfolio  lending  and  private 
mortgage  securitization. 

If  the  Fannie  charter  is  as  good  as 
they  say  it  is,  let  anyone  have  one. 
Banks  could  put  one  in  their  holding 
companies. 

Kenneth  J.  Th\'gerson 
Chief  Executive  Office^',  19B1-S5 
Federal  Home  Loan  Mort£[a£ie  Corp. 
San  Bernardino,  Calif. 

Blowin'  hot  air 

Sir:  Re  "Bill  and  Al's  global  warm- 
ing circus"  (Nov.  3,  p.  346).  You  do 
readers  no  service  by  getting  the 
facts  ^\Tong  in  your  zeal  to  put  the 
right  spin  on  the  news.  It  is  proven 
scientifically  that  the  rapid  increase 
in  carbon  dioxide  in  the  atmosphere 
is  caused  by  combustion  of  fossil 
fuels.  The  uncertaint)^  isn't  as  large 
as  you  indicate. 

As  far  as  the  spin  goes,  I  have  to 
admire  Bill  and  Al  for  taking  on  an 
issue  with  no  easy  solution  in  sight. 
Dennis  L.  Hartmann 
Professor 

Atmospheric  Sciences 
University  of  Washift£fton 
Seattle,  Wash. 

She's  still  got  it 

Sir:  Re  "Saturation  Barbie"  (Oct.  20, 
p.  46).  The  stor\'  speculates  that  Barbie 
growth  is  in  jeopardy,  based  on  an 
unnamed  source  citing  Barbie  sales  at 
Toys  "R"  Us  are  off  11%  versus  last 
year.  Nothing  could  be  further  from 
the  truth.  Barbie  sales  are  up  at  Toys 
"R"  Us  versus  the  same  time  last 
yeai,  and  Barbie  business  is  up  over 
20%  in  consumer  takeaway  through 
early  October  in  all  retail  accounts. 
Jill  E.  B.\rad 
Chief  Executive  Officer 
Mattel,  Inc. 
El  Se^undo,  Calif. 

Too  nasty  to  Browner? 

Sir:  Re  "Carol  Browner,  master  of 
mission  creep"  (Oct.  20,  p.  170). 
Your  piece  on  the  EPA  was  unneces- 
sarily mean-spirited.  Browner's 
dogged  pursuit  of  the  environmen- 
talist agenda  is  open  to  criticism,  of 
course,  but  building  strategic 
alliances  is  neither  illegal  nor  inher- 


ently evil.  Business  and  governmcn 
leaders  do  it  all  the  time. 
Robert  D.  Gillette 
Poland,  Ohio 


Director  hurls  tomatoes 

Sir:  Re  "It  can't  be  done,  so  I  did  it"! 
(Oct.  20,  p.  281).  You  say  that  I  indi- 
cated my  theater  production  compa- 
ny makes  a  60%  profit  on  gross  sales.l 
A   total   fabrication.    The   cost  otl 
mounting  a  production,  the  only] 
information  I  shared  with  you,  is 
mere  fi"action  of  the  whole. 
Spring  Sirkin 
Producing  Director 
Chamber  Theatre  Productions  Inc. 
Boston,  Mass. 

Caveat  patentee 

Sir:  Re  "Be  your  own  patent  lawyer" 
(Oct.  20,  p.  188).  I  have  never  seen  a 

patent  claim 
written  by  a. 
la\'  person  that 
actually  pro- 
tected an  in- 
vention. The 
claims  are  usu- 
ally too 
narrow  and 
very  easy  for 
an  infringer, 
advised  by  a 
lawyer,  to 
circumvent. 
Individual  imentors  need  protection 
more  than  big  companies  do.  Talk 
about  sending  a  Christian  into  the 
arena  against  hungry  lions. 
Joe  Hosteny 
Chicago,  III. 

We  goofed 

We  misidentified  (Oct.  13,  p.  191) 
Amwa)'  Corp.  President  Dick  DeVos 
as  iVIichigan's  Republican  Part}'  chair- 
man and  Betsy  DeVos  as  his  sister. 
Betsy  is  married  to  Dick  and  is  the 
Michigan  state  GOP  chair.    -Ed. 

We  omitted  a  decimal  point  in  refer- 
ring to  Robert  Mondavi  Corp.'s 
debt-to-sales  ratio  (Nov.  3,  p.  47). 
It's  under  0.6,  not  6.  -Ed.    WU 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 


The  motiier  of  invention 
Bright  ideas  cost  $. 
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CharlesSchwab 


"The /irst  step  to  investing 


WISELY  IS  DOING  IT  nOW . 


')'> 


Investors  often  wonder  when  the  best 
time  is  to  put  money  in  the  market. 

It's  an  understandable  question  — 
you  never  want  to  overpay  for  anything, 
least  of  all  mutual  funds.  But  few  investors 
have  the  discipline,  insight  and  intuition 
to  consistently  "time  the  market." 


Schwab  gives  you  the  tools  you 
need  to  invest  with  confidence. 

To  begin  with,  you  have  access  to  more 
than  750  no-load  funds  from  many  of  the 
most  well-known  fund  families  in  America. 

Our  Mutual  Fund  Select  List  is  a 
quarterly  summary  of  historically  high- 


To  receive  a  free  copy  of  our  Mutual  Fund  Select  List,* 
visit  one  of  our  250  branches  nationwide  or  call: 

1-800-5-NO-LOAD 


At  Charles  Schwab,  we  recommend 
that  investors  consider,  instead,  the 
advantage,  of  making  regular,  periodic 
investments.  Following  that  simple, 
straightforward  approach  allows  our 
customers  to  lower  their  overall  cost 
of  investing.  We  also  recommend  that 
they  invest  for  the  long  term,  not  the 
short  term.  And  as  you  might  expect,  we 
do  everything  in  our  power  to  make 
sure  they  have  virtually  everything  they 
need  to  do  it. 


performing  funds  available  through 
Schwab.  Our  Web  site,  www.schwab.com, 

has  consistently  been  praised  as  an 
invaluable  investment  tool.  And  rep- 
resentatives in  our  more  than  250 
branches  nationwide  stand  ready  to 
review  your  asset  allocation  mi.x  and 
make  useful  recommendations. 

Few  if  any  other  financial  services 
companies  offer  as  comprehensive  a 
range  of  services.  You'd  be  wise  to  take 
advantage  of  them  now. 


Schwab  Can  Help 

You  In  a 
Number  Of  Ways. 


Help  You  Pl\n 

Representatives  m  our  branches  can 
help  you  construct  your  portjolw 


Help  You  Analyze 

OneSource  Online  Itis  vou  screen  jar 
funds  that  meet  your  requirements. 


Help  You  Diversify 

Schwah  OneSource  AUocatum  Portfohos  let 
you  diversify  with  a  single  mvt-slni<;n(. 


MUTUAL    FUND 


OneSource 


I  FROM    .SCHWAB  | 

Look  Jo  I  this  .svf!i/)o/  \shcii 
cyaluatin^  nnitiuil  fluids. 


www.schwab.com 


Prospectuses  containing  more  complete  information  including  management  fees,  charges  and  expenses  are  available  from  Schwab.  Please  re.id  the  prospectuses  carcfrilly 
before  investing.  Schwab  receives  rcmiincution  from  Miiru.il  1  und  OneSource"  companies.  ©1997  Charles  Schwab  &  Co..  Inc.  All  nghts  ivservcd.  Member  SIPC/NYSE.  i,l  1/97) 


Parentnood  Incognito. 


1^  U   yyi   1   H   Cl      1^    1    Z^        Just  because  you've  got  kids  doesn't  mean  you've  got  to 


drive  a  car  tnat  screams  parentnood.  Not  wnen  you  can  drive  a  Cnevy  Lumina  LTZ.  Sure,  it  takes 


care 


of  tne  kids.  Tne  tact  is, 


no  six-passenger  car 


in  its  class*  orfers  vou  as  manv  saretv  reatures  ror 


tne  money.  On  top  or  tliat,  Lumina  LTZ  also  looks  aiter  you.  It's  designed  to  periorm  and 


look  like  tne  car  you  d  nave  driven  berore  you  needed  four  doors  and  room  for  everyone  and  tneir  sturf . 


And  now  tnat  you  do,  well,  Lumina  LTZ  just  gives  you  one  less  tning  to  worry  about. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


Call  1-800-950-2438  or  visit  w^-w. Chevrolet. com  'Excludes  other  GM  products.  Lumina  is  a  registered  trademark  and  Chexy  is  a  trademark  oi  the  GM  Corp.  ©199/  GM  Corp.  Buckle  up,  America!  i 


'With  all  thy  getting  get  understanding" 


act  and  Comment 


$y  Steve  Forbes,  Editor-in-Chief 


TAKE  THAT! 

Washington  says  it  is  angry  at  the  IRS  for  its  abuses.  So  how  did  our  nation's  capital  pun- 
ish this  rogue  agency?  By  boosting  the  IRS'  budget  10% — over  four  times  the  rate  ofinflation. 


WAKE-UP  CALL 

I  The  Clinton  Administration  and  the  International     dollar.  To  prevent  a  catastrophic  deflation  as  speculators 
Monetary  Fund  (IMF)  are  treating  the  Asian  currency     turned  in  their  pesos,  Cavallo  arranged  for  stopgap  loans 

crisis  the  way  Civil  War  doctors     from  the  IMF  (Argentina  was 


treated  wounded  soldiers:  oper- 
ating with  dirty,  infection - 
spreading  instruments.  Unlike 
those  long-ago  docs,  Clinton  & 
Co.  should  know  better. 

Countries  are  told  to  devalue 
their  currencies  by  letting  them 


tossed  into  a  temporary  recession 
because  the  IMF  demanded 
major  tax  boosts  as  a  condition 
for  the  bridge-loan  financing). 
Cavallo  and  Aigcntina  won.  The 
peso  today  has  tlie  same  \'alue  vis- 
a-vis die  dollar  as  it  did  then,  and 


Greenspan:  Can  he  reverse 
White  House  mistakes? 


Treasury  chief  Rubin: 

Harmful  prescriptions. 


float.  At  the  same  time,  the  IMF  the  country  is  growing  briskly, 
urges  them  to  raise  taxes.  These  What  Southeast  Asian  nations 
prescriptions  will  prolong  and  and  others  tliat  may  get  swept  up 
worsen  the  disease.  The  infec-  in  the  panic  must  recognize  is  this: 
tion  is  already  poisoning  our  A  temporary  tightening  of  credit 
own  markets.  to  defend  a  currency  is  infinitely 
Devaluations  are  a  disaster.  They  trigger  enormous  domes-  less  costly  than  the  price  paid  for  devaluation.  If  in  1994 
tic  inflations,  hobbling  domestic  capital  creation  and  keeping  Mexico  had  wididrawn  die  excess  iiioiic\'  from  its  economy, 
away  foreign  investment.  They  fan  protectionist  forces,  par-  domestic  interest  rates  might  have  gone  from  14%  to,  say, 
ticularly  as  die  IMF  encourages  troubled  countries  to  export  30%.  The  economy  would  ha\'e  gone  into  a  brief  recession, 
their  way  out  of  trouble.  Inflation  shaiply  reduces  people's  But  by  defending  die  peso,  diere  would  ha\'e  been  no  last- 
standard  of  living,  inflaming  political  instability.  Devaluation  ing  flight  of  capital.  Pressures  \\'ould  lia\e  quickly  receded, 
is  toxic  for  democracy;  remember  Weimar  Germany  Instead,  Mexico  let  its  currency  go  into  a  free  fall.  Inter- 
What's  the  alternative.^  We  should  urge  countries  est  rates  approached  100%.  Unemployment  rose  rapidly, 
to  re-peg  their  currencies  to  the  dollar.  Doubters  will  Workers  saw  their  salaries  effectively  cut  some  50%.  Hun- 


cry  that  speculators  will 
overwhelm  any  defense. 
That's  true  only  if  coun- 
tries continue  to  permit 
excess  money  creation. 

Contrast  Argentina  and 
Mexico  in  1994-95.  Mex- 


Treasury  Chief  Rules  Out  U.S. 
Move  to  Rescue  Asian  Economies 


-Nf\vY(irk  TiMi 


dreds  of  thousands  of 
Mexicans  tried  to  cross 
our  border  illegally. 

Affected  nations  should 
take  another  cue  from 
iVrgentina:  transparency. 
The  countrv  made  pub- 


ico  took  die  devaluation  drug.  Its  financial  markets  crashed,  lie  its  level  of  reserves  each  day.  Maikets  knew  there  would 

Inflation  soared.  Observers  thought  that  the  Argentinean  be  no  nasty  surprises. 

peso  would  be  swamped  as  neighboring  countries'  curren-  And,  of  course,  countries  should  be  urged  to  reduce 

cies  came  under  assault.   But  then-economic  minister  taxes,  not  raise  them. 

Domingo  Cavallo  (now  publisher  of  Forbes  Global  Busi-  Skeptics  will  point  out  that  these  troubled  Asian  cur- 

NESS  &  Finance,  which  will  come  out  next  year)  beat  back  rencies  had  just  been  pegged  to  the  dollar  and  tl""' 

the  attack.  Argentina  had  a  currency  board,  which  meant  crisis  came  iic:)iiedieless.  That's  because  their  " 

that  each  peso  was  backed  by  foreign  currency,  primarily  die  didn't  mop  up  huge  inflows  of  foreign  capital 


Forbes  ■  November  17,  1997 


^ 


Parenthood  Incognito. 


1^  U   yn.    1   fl  d      JU    1    Z^        Just  necause  you've  got  kids  doesn't  mean  you've  got  to 


drive  a  car  tnat  screams  parentnood.  Not  wnen  you  can  drive  a  Cnevy  Lumina  LTZ.  Sure,  it  takes 


care  or  tne  kids.  Tne  iact  is,  no  six-passenger  car  in  its  class*  orrers  you  as  many  sarety  reatures  ror 


tne  money.  On  top  or  tnat,  Lumina  LTZ  also  looks  atter  you.  It's  designed  to  perrorm  and 


look  like  tne  car  you'd  nave  driven  berore  you  needed  four  doors  and  room  for  everyone  and  tneir  stuff. 


And  now  tnat  you  do,  well,  Lumina  LTZ  just  gives  you  one  less  tning  to  worry  anout. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


Call  1-800-950-2438  or  visit  www.ckcvrolet.com   'Excludes  other  GM  products.  Lumma  is  a  registered  trademark  and  Chevy  is  a  trademark  ol  tku  0.^1  Corp.  01997  GM  Corp.  Buckle  up,  America! 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


TAKE  THAT! 

Washington  says  it  is  angry  at  the  IRS  for  its  abuses.  So  how  did  our  nation's  capital  pun- 
ish this  rogue  agenq^?  By  boosting  the  IRS'  budget  10% — over  four  times  the  rate  of  inflation. 

WAKE-UP  CALL 

The  Clinton  Administration  and  the  International     dollar.  To  prevent  a  catastrophic  deflation  as  speculators 
Monetary  Fund  (IMF)  are  treating  the  Asian  currency      turned  in  their  pesos,  Cavallo  arranged  for  stopgap  loans 

crisis  the  way  Civil  War  doctors     from  the  IMF  (Argentina  was 
treated  wounded  soldiers:  oper-      tossed  into  a  temporary  recession 


ating  with  dirty,  infection- 
spreading  instruments.  Unlike 
those  long-ago  docs,  Clinton  & 
Co.  should  know  better. 

Countries  are  told  to  devalue 
their  currencies  by  letting  them 
float.  At  the  same  time,  the  IMF 
urges  them  to  raise  taxes.  Thest 


because  the  IMF  demanded 
major  tax  boosts  as  a  condition 
for  the  bridge-loan  flnancing). 
Cavallo  and  Argentina  won.  The 
peso  today  has  die  same  value  vis- 
a-vis die  dollar  as  it  did  then,  and 
the  country  is  growing  briskl)'. 
What  Southeast  Asian  nations 


Greenspan:  Can  he  reverse 
White  House  mistakes? 


Treasury  chief  Rubin: 

Harmful  prescriptions. 


prescriptions  will  prolong  and  and  odiers  diat  may  get  swept  up 
worsen  the  disease.  The  infec-  in  the  panic  must  recognize  is  this: 
tion  is  already  poisoning  our  A  temporary  tightening  of  credit 
own  markets.  to  defend  a  currency  is  inflnitcly 
Devaluations  are  a  disaster.  They  trigger  enormous  domes-  less  costly  than  the  price  paid  for  devaluation.  If  in  1994 
tic  inflations,  hobbling  domestic  capital  creation  and  keeping  Mexico  had  witiidi-awn  die  excess  money  ft-om  its  economy, 
away  foreign  investment.  They  fan  protectionist  forces,  par-  domestic  interest  rates  might  have  gone  from  14%  to,  say, 
ticularly  as  the  IMF  encourages  troubled  countries  to  export  30%.  The  economy  would  lia\e  gone  into  a  brief  recession, 
their  way  out  of  trouble.  Inflation  sharply  reduces  people's  But  by  defending  die  peso,  diere  would  have  been  no  last- 
standard  of  living,  inflaming  political  instability.  Devaluation  ing  flight  of  capital.  Pressures  would  ha\'c  quickly  receded, 
is  toxic  for  democracy;  remember  Weimar  Germany.  Instead,  Mexico  let  its  currency  go  into  a  free  tall.  Inter- 
What's  the  alternative?  We  should  urge  countries  est  rates  approached  100%.  Unemployment  rose  rapidly, 
to  re-peg  their  currencies  to  the  dollar.  Doubters  will  Workers  saw  their  salaries  effectively  cut  some  50%.  Hun- 


cry  that  speculators  will 
overwhelm  any  defense. 
That's  true  only  if  coun- 
tries continue  to  permit 
excess  money  creation. 

Contrast  Argentina  and 
Mexico  in  1994-95.  Mex- 


Treasury  Chief  Rules  Out  (7.5.    ^ 
Move  to  Rescue  Asian  Economies  I 


NhW  YdRKTlMls 


dreds  of  thousands  of 
Mexicans  tried  to  cross 
our  border  illegally. 

Aftected  nations  should 
take  another  cue  from 
Argentina:  transparency. 
The  country  made  pub- 


ico  took  die  devaluation  drug.  Its  financial  markets  crashed,  lie  its  level  of  reserves  each  day.  Markets  knew  diere  would 

Inflation  soared.  Observers  thought  that  the  Argentinean  be  no  nasty  surprises. 

peso  would  be  swamped  as  neighboring  countries'  curren-  And,  of  course,  countries  should  be  urged  to  reduce 

cies  came  under  assault.   But  then-economic  minister  taxes,  not  raise  them. 

Domingo  Cavallo  (now  publisher  of  Forbes  Global  Busi-         Skeptics  wiU  point  out  that  these  troubled  Asian  cur 

NESS  &  Finance,  which  wall  come  out  next  year)  beat  back  rencies  had  just  been  pegged  to  the  dollar  and  that  tl 

the  attack.  Argentina  had  a  currency  board,  which  meant  crisis  came  nonetheless.  That's  because  their  cential  bar 

that  each  peso  was  backed  by  foreign  currency,  primarily  die  didn't  mop  up  huge  inflows  of  foreign  capital.  They  C(   ild 
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easily  have  done  so  by  employing  so-called  open-market 
operations,  which  the  Federal  Reserve  and  other  central 
banks  engage  in  constantly.  In  this  case,  central  banks 
would  have  sold  government  issues.  The  money  received 
for  these  bonds  would  have  been  effectively  withdrawn 
from  circulation.  Internal  speculative  excesses  would  have 
been  largely  avoided.  The  politicians  of  these  nations  could 


not  then  have  indulged  their  more  grandiose  versions  ofl 
Egyptian  pyramids,  currently  labeled  "infrastructure." 

It  is  not  so  much  a  matter  of  what  should  be  done,  as  it] 
is  of  having  the  will  to  do  it.  The  U.S.  needs  to  take 
forceful,  constructive  lead.  Alas,  we  can't  count  on  our 
government's  doing  so.  Not  with  this  President.  Not  withi 
this  Treasury  Department. 


LESSON  LEAKNED? 

The  U.S.  should  not  do  what  it  did  in  1995  when  it     the  peso  at  its  old  value,  which  would  have  quicklyl 
bailed  out  holders  of  Mexican  paper.  The  money  we  were     stemmed  the  crisis.  In  fact,  that  $20  billion  could  have 
prepared  to  lend  for  that  operation  could  have  stabilized      bought  up  every  peso  in  circulation  in  Mexico  at  the  time. 


The  U.S.  and  the  IMF  could  save 
the  world — considerable  headache  by 
applying  four  basic  principles  to  eco- 
nomic policy: 

■  Sound  money.  This  prevents  capital 
flight  and  bartering:  thus  making  it 
easier  for  people  to  do  business  and 
to  invest.  Unstable  currencies  retard 
growth. 

■  Low  taxes.  By  lightening  the  burden 
on  risk-taking,  productivity  and  labor, 
we  get  more  of  these  good  things. 
High-tax  countries  invariably  lag  be- 
hind low-tax  countries. 


PRINCIPLES  FOR  PROGRESS 

themselves — and     ■  Property  rights  and  the  rule  of  law.  People  are  les 

likely  to  invest  if  their  assets  can  be  ca-] 
priciously  stolen  by  the  government. 
Democracy   is   the    best   (if  an   oftenl 
imperfect)  guarantor  against  arbitrary] 
behavior  by  those  in  authority. 
■   Nonbureaucratic    interference   inj 
the  setting  up  and  running  of  busi- 
nesses. Countries  too  often  make  it  dif- 1 
ficult — if  not  impossible — for  the  polit- 
ically unconnected  to  operate  freely  in  J 
the  formal  economy. 

All  too  many  times  the  IMF  flouts  the  I 
first  two  principles  and  ignores  the  last  tvv^o. 


IMF  boss  Camdessus: 

Guilty  of  economic  malpractice. 


WINDMILLS  WORTH  TILTING  AT 

My  Vast  Fortune — by  Andrew  Tobias  (Random  House,  compensates  the  seriously  injured.  Tobias'  ideas — allow- 
$23).  This  entrepreneur,  investor  and  humorist  offers  oft-  ing  consumers  to  choose  high-priced  pohcies  that  let 
delightful  dollops  of  advice  and  opinion.  He  tells  you  not     them  sue  for  "pain  and  suffering"  or  policies  that  prompt- 


only  how  to  get  rich  (invest  a  ftxed  amount  of 
money  every  month,  going  for  stuff  that  is  out  of 
favor;  or  create  a  successfiil  business  to  increase  your 
net  worth)  but  also  what  to  do  with  your  wealth. 

The  best  chapter,  "Ralph  Nader  is  a  Big  Fat 
Idiot,"  recounts  Tobias'  heroic  but  not-yet-suc- 
cessful effort  to  effect  genuine  auto  insurance 
reform  in  California  and  elsewhere.  Trial  lawyers 
and  other  Naderites  ferociously  used  distortion  and 
personal  attacks  to  defeat  Tobias.  But  Tobias  is 
right:  In  most  states,  the  auto  insurance  system  is  an  expen- 
sive, inefficient  abomination  that  ill-serves  justice  and  ill- 


ANDREW 

TOBIAS 


ly  compensate  them  for  actual  losses — would  give 
motorists  better  coverage  at  far  less  cost. 
Excerpt:  In  California  today,  nearly  two-thirds  of 
the  $7  billion  paid  annually  for  the  "people^'  por- 
tions of  auto  insurance  (damage  to  people,  not 
theft  or  dented  fenders)  £[oes  to  lawyers  and  fraud. 
The  remainder  is  split  between  insurance  compa- 
nies and  honest  victims,  with  the  great  bulk  of  the 
"victim^'  money goin£\  to  those  least  badly  hurt.  The 
really  seriously  injured  }'ecover,  on  avera£je,  just  9% 

of  their  actual  losses.  Nine  percent.  And  this  is  the  system 

Ralph  Nader  fights  to  preserve. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  of^^r  Forbes  eatery  experts  Jeff  Cunninffham  and  Tom  Jones. 

•  Montrachet— 239  West  Broadway,  between  Walker  and  •  Oriental  Garden— 14  Elizabeth  St.  (Tel.:  619-0085 ). 
White  Sts.  (Tel.:  219-2777).  Superb.  Soup  du  jour;  terrine  A  garishly  lit,  happy  restaurant  serving  first-rate,  authentic 
of  vegetables  Proven(s:ale;  and  hot  New  York  foie  de  canard  Hong  Kong-style  meals.  Fried  squid,  shrimp  dumplings, 
v^th  pear  and  huckleberry,  aU  exquisite.  Try  the  John  Dory  spring  rolls — each  delicious.  Main  courses  especially  worth 
with  celery  root  puree,  apple  cider  and  star  anise;  and  pan-      sampling:  lobster  Cantonese  and  the  steamed  lion  fish. 


seared  duckling  with  quince,  verjuice  and  green  peppercorns. 
Jean  Georges — Trump  International  Hotel,  1  Cen- 
tral Park  West  (Tel.:  299-3900).  A  Four  Seasons  wanna- 
be, this  place  overreaches  without  any  of  the  inspiration 
that  might  get  it  there.  The  menu  is  mosdy  fish,  offering 
few  other  choices.  Service  is  confused,  but  maybe  the 
plac  ■  and  staff  are  still  getting  organized. 


Fiorello's  Roman  Cafe— 1900  Broadway,  near  64th 
St.  (Tel.:  595-5330).  This  is  a  special  place.  Tasty  Italian 
basics  served  with  flare.  Recommended:  bruschetta  Toscana 
(griUed  Tuscan  crostini  with  Novarigo  goat  cheese,  toma- 
toes and  basil);  tortelloni  Emiliani  (stuffed  chicken,  ricot- 
ta  cheese  and  wild  mushrooms  in  mascarpone  truffle 
sauce).  Desserts  are  old-fashioned  and  delicious.  Bl 
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FROM  EAAPLOYEE  BENEFITS  TO 
INVESTMENT  MANAGEMENT 


Helping  Millions  of  Americans  Become  Financially  Secu. 


eoocAr^ 


i4oim 


''^MUH\^^" 


Serving  Businesses  Of  All  Sizes 


Voluntary  Benefits  Group 

•  One  source  to  meet  employee  needs 

•  Eases  administrative  burden 


SERIES 


U5ER-FRIENPLV  EMPLOYEE  COMMUNICATIONS 


#1  in  Group  Life' 


A  leader  in  managed 


Investment  Capabilities*** 

Domestic  Equity 
Value 
Growth 
Small  Cap 

Domestic  Fixed  Income 
Short  Term 
Long  Term 
High  Yield 

International  Equity 

International  Fixed  Income 

Real  Estate 


m 

m 
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i 
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Qualin'  Service, 
Better  Value 


Discil?iltty 

benefits 


eETMET.ITPAVS: 

1-800-MetLife 

Contact  your  broker  or  insurance  consultant,  or  MetLife 
account  representative  and  ask  about  MetLife  for  business. 


\ 


*';     401  (k)   "^  Group  Dental,  Disability,  Life,  Vision,  Long-Term  Care,  Auto  &  Homeowners  Insurance    ! 
:  •  Investments  &  Asset  Management  •  Voluntary  Benefits  i 

*By  volume  in  force  as  of  12/31/96.  Best  Week,  Life/Health,  6/30/97.  '"Group  insurance  products  and  annuities  issued  by  Metiopoliian  Lite  Insurance  Coiup.ip< 
Auto  &  Homeowners  Insurance  underwritten  by  Metropolitan  Property  and  Casualty  Insurance  Company  and  Affiliates,  Warwick.  RI.  ''"InvestiTienr  managcmeni 
services  provided  by  Metropolitan  Life  Insurance  Company,  State  Street  Rescarcli  &  Management  Companv.  or  affiliated  companies. 
H9708SAC-ML1C-LD  ©  1997  Metropolitan  Lite  Insurance  Co.  NY,  NY  PLANUTS  ©United  Feature  Svndic.ire.  Inc. 


WHAT   IF  YOU 


EEDED  A 


LENDER  WHO  UNDERSTAND^ 
HY  TWO   INCHES  CAN  COS 

ILLIONS  OF 

DOLLARS? 


CONSTRUCTION    •    CONSUMER   •    MANUFACTURING    •    RETAIL    •    SERVICE    •   TECHNOLOGY    •    TRANSPORTATION    •   WHOLES/ 


©  1997  The  CIT  Group.  Inc. 
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In  the  time  it  used  to  take  to  launch  a  product,  entire  industries  are  now  reinvented.  In 
these  industries,  having  a  lender  who  understands  what  you're  up  against  means  everything. 

Since  1908,  The  CIT  Group  has  been  the  lender  of  choice  to  so  many  rapidly  evolving 
industries  because  we  have  made  the  commitment  to  stay  current  in  each  one.  From  technology  to 
transportation  to  fashion,  we  create  targeted  financings  based  on  an  up-to-date  understanding  of  the 
issues.  In  this  manner,  we  have  provided  everything  from  working  capital  to  equipment  loans  and  leases. 

Just  ask  any  semiconductor  executive. . .  including  those  spending  millions  to  replace  six-inch 
{1 50mm)  silicon  wafer  fabrication  equipment  with  eight-inch  (200mm)  equipment.  Or,  to  see  what 
we  can  do  for  you,  visit  www.cttgroup.com  or  call  1-800-CIT-1908. 


Money    well    lent 


Other  Comments 


Leadeirship  101 


Ike  asked  to  be  liked,  and  he  was; 
MacArthur  demanded  that  he  be 
revered,  and  he  wasn't. 

-William  Manchester, 
American  Caesar 


All  foi*  Naught 


Of  the  89  less-de\tloped  countries 
that  received  IMF  money  between 
1965  and  1995,  48  are  no  better  off 
economically  now  than  they  were 
before  receiving  the  loans.  Of  these 
48,  32  actually  are  poorer;  and  of 
these  32,  14  have  economies  that  are 
at  least  15%  smaller  than  they  were 
before  receiving  their  first  IMF  loan. 

The  U.S.  is  the  IMF's  largest  donor 
[and]  the  Clinton  Administration  is 
asking  Congress  to  give  the  IMF  $3.5 
billion  in  additional  fimding.  There  is 
no  reason  that  U.S.  taxpayers  should  be 
asked  to  provide  additional  money  for 
an  institution  that  has  shown  itself  to  be 
outdated,  ineffective  and  unnecessary. 
-Bryan  T.  Johnson  and 

Brett  D.  Schaefer, 

The  Heritage  Foundation 

Level  the  Playing  Field 

House  Ways  and  Means  Chairman 
Bill  Archer's  new  measure  would  shift 
the  burden  of  proof  away  fi-om  indi- 
vidual taxpayers  in  cases  where  dis- 
putes move  fi"om  [IRS]  audits  into 
civil  tax  court.  But  tax  reform-minded 
Republicans  must  keep  their  eye  on 
the  real  issue — an  incomprehensible 
tax  code  that  by  definition  invades  the 
privacy  of  citizens  and  places  a  drag  on 
national  economic  performance. 


The  best  way  for  tiie  GOP  to  har- 
ness taxpayer  outrage  at  tiie  IRS  and 
turn  it  into  a  big- bang  tax  overhaul 
is  to  form  a  congressional  working 
group  now,  resolve  the  flat  tax/sales  tax 
debate  by  year  end,  and  submit  com- 
prehensive legislation  in  early  1998. 
-Lawrence  Kudlow, 

chief  economist,  American  Skandia 

Life  Assurance  Co. 


You  can  assess  your  life  at  [age]  50, 
but  why  not  assess  at  60?  The  more 
I  assess,  the  more  I  realize  the  more 
I  have  to  do.  There  is  always  some- 
body ahead  of  you.  It's  always 
someone  who  has  had  just  a  httle 
more  experience,  someone  you  can 
learn  from.  But  what's  nice  about 
being  50  is  the  beat,  the  rhythm, 
the  movement.  Nobody's  stopped. 
-Judith  Jamison,  54,  artistic  direc- 
tor and  choreographer,  Alvin  Alley 
American  Dance  Theater,  in  Time 

Behind  the  Masks 

France  has  freed  capital  movements, 
sold  off  swathes  of  state  industry,  em- 
braced budget  austerity  and  made  a 
strong  franc  a  pillar  of  its  policies  be- 
cause the  opening  of  European  borders 
and  the  push  for  a  single  European  cur- 
rency have  required  such  changes. 
But  it  is  much  easier  to  market  these 
changes  behind  a  veneer  of  anti- Amer- 
ican statements.  Talk  of  the  defense  of 
"a  French  model  of  civilization" 
against  the  American  masks  the  fact 
that  the  French  private  sector  shows 


iioniro 


every   sign   of  embracing  a   rugge 
Ainericaji  capitalism. 

Felix  Rohat^ai  [U.S.  ambassador 
France]  and  the  Administration  seemj 
equally  aware  of  the  need  for  camou- 
flage: By  questioning  American  eco-l 
nomic  failings  and  implicitiy  flattering! 
the  French,  they  may  encourage  changej 
faster  than  through  confrontation. 
-Roger  Cohen,  New  York  Times 

Silence  is  Golden 

The  smartest  thing  you  can  do  in  I 
a  negotiation,  often,  is  keep  yourj 
mouth  shut. 
-Andrew  Tobl\s,  My  Vast  Fortune 

Way  Out 

Since  its  creation  the  Presidential! 
Election  Campaign  Fund  has  spent 
nearly  $900  million  in  tax  doUars  to 
subsidize  presidential  aspirants  who 
have  offended  Americans  of  all  polit- 
ical persuasions. 

Among  those  candidates  deemed 
"qualified"  to  receive  federal  subsidies 
[is]  convicted  felon  and  perennial  can- 
didate Lyndon  LaRouche.  LaRouche 
has  raked  in  more  than  $2.5  million 
from  taxpayers  over  the  last  20  years, 
despite  the  fact  that  he  served  a  5 -year 
prison  term  for  fraud  and  tax-law  vio- 
lations, and  has  run  on  a  platform  that 
includes  a  provision  to  colonize  Mars. 
-Representative  John  Doolittle 

(R-Calif.) 

Political  Science 

Last  year  it  was  revealed  diat  the  EPA 
was  giving  grants  to  the  National  PTA 
to  ftmd  an  "emironmental  awareness 
newsletter."  According  to  internal 
EPA  memos,  "The  PTA  could  be- 
come a  major  aUy  for  the  agency  in 
preventing  Congress  from  slashing 
our  budget."  This  strategy'  appears  to 
be  bearing  fruit,  as  the  National  PTA 
declared  April  20-26  "Eartii  Week" 
and  urged  nation\\ide  radon  testing  in 
homes  and  schools.  With  all  the  cur- 
rent problems  in  American  education, 
one  would  think  the  PTA  had  better 
things  to  worry  about  than  the  EPA's 
scare  of  tiie  month. 
-Competitive  Enteiprise  Institute    IB 
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A  DAY  TO  RhMbMBHR.  Tiffany  diamond  engagement  ring  in  the  classic  Tiffany  six-prong  platinum  settingjrom  $850  to  $850,000. 


id 


Tiffany  &  Co. 

roK   1 11  IAN V  sroRi-:  locations  or  to  Rr;ciii\'n  a  complimi-ntary 

"HOW     1  O    BUY    A    DIAMOND"    BOOKl  1- 1    OR    \'lDl-.0,   CALL  800-52(>-0(-.4^). 


sometimes  VOU   HcIV* 


©1997  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Where  do  you  want  to  go  today?  are  registered  trademarks  and  Outlook  is  a  tradennark  of  Microsoft  Corporation. 


I'l 


From:  Microsoft  Office  97 
Sent:  Thursday,  7:15  p.m. 
To:  Project  Team 
Re:  The  fat  lady  is  about  to  sing. 


Surrounding  every  great  idea  is  a  steaming  heap  of  busywork.  And  you,  the 
owner  of  that  great  idea,  get  to  do  it  all.  That's  why  Microsoft    Office  97  was 
designed  to  get  the  busywork  out  of  your  way.  It's  a  suite  of  smart  productivity 
tools  fully  integrated  onto  your  desktop  and  into  the  Internet.  So  while  you're 
pounding  away  at  your  thoughts,  Microsoft  Word  is  correcting  your  flubs  on 
the  fly.  As  e-mail  comes  in,  AutoPreview  in  the  Outlook"  desktop  information 
manager  lets  you  know  what's  important  and  what's  a  yard  sale.  Find  relevant 
information  on  the  Web  and  drop  it  straight  into  your  work,  automatically 
formatted  into  links.  With  Microsoft  Excel's  natural  language  formulas,  give 
row  and  column  headings  names  like  "Sales"  and  "Profit"  instead  of  "G3" 
and  "F19."  Office  97  does  the  thinking  that  lets  you  do  your  thinking.  So  your 
ideas  can  emerge  from  the  paperwork  bigger  than  life.  Check  out  Office  97 
at  www.microsoft.com/office/. 


usiness, 


g  i  ve  110% 


lis  is  tiie  10%. 


Microsoft 


Where  do  you  want  to  go  today?"      www.mlcrosoft.com/office/ 
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For  The   TirTio   Of   Your   Life 

Feel  the  thrill  again,  in  the 


;     DEVJLLE    CONCOURS.    With  its 
32-valve,  300-horsepower 
'Sii^NORTHSTAR    V8,   Concours 


HE    LAST    TIME 


YOU    FELT    THIS    GO 


GOING    HOME 


WERE    ROUNDING    THI 


•3sm^ 

sl& 

^ 

i^S' 

m^ 

delivers  exceptional  performance 
Especially  with  STABILITRAK.   tho 
exclusive  stability  enhancement 
system  that  loves  curves  as  much 
as   you   do.   Even   when   road 

,.  •      conditions  turn  severe,  It  Helps  you 
maintain  control.  Just  sit  back. 

^    turn  up  the  11-SPEAKER   sound 
!'  system,  adjust  your  LEATHER 

r-^,seat,  and  enjoy  the  ride  home  in 


I   your  DeViUe  Concours.  It  brings  new 
meaning  to  the  term  "home  run  " 


'^■•i^ 


'X>f:l., 


.  \-^1'C 
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I  GM  ^    ^'"''y'-  ■"='"  '^f»'W  bo"'',  e-en  with  air  ixjys  ©1977  OM  Cofp  JMI  rtoMs  r«s«rvc 
I  -^_  CADILLAC^  OevlLLC,  CONCOURS,,  MOPTHSTAI*,  STABIUT«AK.„ 


,  Call  1-800-333-ACAD  or  visit  our  Web  site  at  / 
[^  www.cadillac.com 


Commentary 

on  events  at  home  and  abi*oad 


By  Caspar  W.  Weinberger,  Chairman 


Along  With  the  Euro^  a  Fresh  Political  Agenda 


-International  Herald  Tribune 


THE  U.K.,  EUROPE  AND  THE  EURO 

England  this  October  seemed  a  country  in  confu-  currency?"  I  have  yet  to  receive  a  concrete  answer;  usu- 
sion.  The  two  political  parties'  conferences  saw  the  ally  the  response  is  something  like,  "We  cannot  afford  to 
Labour  Party  celebrating  its  election  triumph,  while  the  be  left:  behind."  "Behind  what?"  I  ask.  "Well,  behind 
Conservatives  were  attempting  to  demonstrate  that  they  Europe.  We  have  to  be  part  of  it."  But  when  I  again  ask 
are  and  will  be  compassionate,  caring  and  all  those  other  why,  the  cycle  of  "we  must  be  part  of  Europe"  begins 
terms  used  to  describe  changes  in  attitude.  The  paradox  anew.  A  single  currency  is  a  necessary  part  of  unification, 
is  that  the  Labour  Party  won  only  when  it  cast  aside  its  but  why  has  unification  become  the  Holy  Grail? 
socialist  policies  and  the  other  baggage  of  its  long- held  Do  Germans  really  want  to  give  up  their  strong  deutsche 
beliefs  and  adopted  most  of  Margaret  Thatcher's  ideas,  mark?  Those  we  spoke  with  agreed  that  a  plebiscite  vote 
In  short,  England's  voters  voted  for  a  change  of  leaders,  would  show  80%  to  90%  sa\ing  no.  France,  the  staunch- 
not  policies.  But  Conservative  leaders  have  now  be-  est  promoter  of  a  new  European  sovereignty-,  bare- 
gun  to  talk  as  ly  appro\'ed  the 
if  they  have  to 
change  policies 
to  regain  office. 

There  is  much 
talk    in    Britain 

about  Europe's  single  currency,  the  Euro,  but  neither 
the  Labour  nor  the  Tory  party  is  proposing  any  action 
on  it.  The  Euro  is  an  issue  throughout  Europe.  Virtually 
all  writers  and  most  government  leaders  assume  it  will  go 
into  circulation  as  scheduled  on  Jan.  1,  1999.  But 
England  seems  certain  to  remain  outside  the  currency 
plan  for  now.  And  French  and  German  leaders  seem 
more  frantic  than  ever  in  their  determination  to  adopt 
the  Euro  as  the  new  single  currency. 

Germany  and  France  will  apparendy  meet  the  eco- 
nomic requirements  for  joining  the  single  currency,  at 
least  for  the  first  year.  They  both  will  have  to  force  their 
deficits  down  by  using  statistical  strategies,  such  as 
increasing  the  value  of  their  state-owned  assets  by  "reval- 
uation" and  by  utilizing  some  highly  fanciful  predictions 
of  income.  Some  countries  have  reduced  their  estimates 
of  social  expenditures  and  of  inflation.  But  estimates  are 
easy;  real  cuts  are  far  more  difficult. 

All  this  spending  reduction,  real  or  predicted,  has 
caused  riots  in  France  and  angry  opposition  stalemates  in 
Germany's  parliament,  and  has  led  to  increased  demands 
for  a  3 5 -hour  workweek  to  compensate  workers  asked  to 
give  up  benefits.  But  no  one  has  computed  what  the  cost 
of  this  shorter  workweek  will  be. 

My  question  to  all  the  leaders,  reporters,  businessmen, 
etc.,  with  whom  we  met  on  our  October  trip  (and  on 
previous  trips)  was,  "What  will  you  gain  from  a  single 


Maastricht  Treat\' 
that  set  the  rules. 
The  two  certi- 
fied members  of 
the  Ex  Club  who 
claim  credit  for  the  idea  of  a  single  currency  are  Helmut 
Schmidt,  ex- Chancellor  of  West  Germany,  and  \"alery 
Giscard  d'Estaing,  ex- President  of  France.  They  admit 
that  "success  of  the  single  currency  will  depend  on  fiir- 
ther  political  progress,"  wliich  seems  to  mean  that  some- 
how people  must  be  cominced  that  a  single  currency  will 
be  better  for  them.  The  Messrs.  Schmidt  and  d'Estaing 
do  not  offer  anytiiing  more  concrete  in  die  way  of  doing 
this  than  con\ening  yet  anotiier  conference  "to  decide 
what  political  steps  will  have  to  be  agreed  upon  to  accom- 
pany the  launching  of  the  single  European  currency." 

If  they  do  not  know  that  by  now,  it  seems  a  littie  late. 
The  truth  is  that  these  leaders  have  had  a  broader  design 
in  mind  all  along.  They  want  to  submerge  all  15  separate 
European  nations  into  a  single  new  entit\'  with  one  com- 
mon economic,  foreign,  defense  and  domestic  policy — 
which  includes,  of  course,  one  currency.  These  people 
seem  to  have  forgotten  that  there  are  separate  languages, 
cultures,  histories,  traditions,  social  philosophies  and 
customs  in  each  of  these  countries.  Forcing  diem  all  into 
one  mold  will  take  more  than  one  more  conference.  And 
it  still  leaves  unanswered  the  basic  question,  "W^iy?" 

Great  Britain  is  wise  to  wait  outside  diis  fexerish  attempt 
to  merge  these  nations  into  one.  Success — if  e\'en  possi- 
ble— will  take  quite  a  while.  Meanwhile,  the  United  King- 
dom has  one  of  the  best  economies  in  Europe  and  has  no 
real  reason  to  join  that  anyone  can  seem  to  articulate.     Hi 
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IF  YOU'RE   FEELING 

tVe  have  unique  and  exclusive  partnerships  with  some  of  the  top  academics  and 

ADVENTUROUS,  ALLOW  US 

practitioners  in  the  currency  management  field.  We  also  have  the  expertise  to  turn 

TO  INTRODUCE  YOU 

their  innovative  market  insights  and  theories  into  techniques  and  technologies  to  help 

TO  SOME  VERY  ATTRACTIVE 

you  make  the  m,ost  of  your  currency  exposures.  In  both  major  and  emerging  markets. 

INTERNATIONAL  MODELS. 

To  learn  more,  call  61 7-664-0259  and  introduce  yourself  to  John  Balder,  vice  president. 


State  Street 

Sen/ing  Institutional  Investors  Worldwide 


^1997  State  Street  Coqxmtion. 
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The  ontology  of  Spam 


BY  BEN  PAPPAS 


^'Hustler's 
grossness 
could  also  be 
charactenzed 
as  an 
ingenious 
deployment 
of  white  trash 
sensibilities." 


Take  the  cast  of  nbc's  Friends,  add  Elvis  and  white  trash  sensibilities." 

a  bit  of  Spam,  and  you  get  the  new  wave  in  aca  You  get  the  idea.  You  put  down  the  pre- 

demics:  white  studies.  The  pundits  claim  that  dominant  culture  by  portraying  it  in  terms  of 

by  the  year  2050  minority  groups  such  as  Asian  its  lowest  common  denominator.  According  to 

Americans  and  Hispanics  will  more  than  double  Newitz,  white  culture  can  be  found  in  popular 


to  constitute  nearly  half  our 
population.  Never  slow  to 
smell  a  good  business 
opportunity,  folks  in  the 
higher-education  business 
are  finding  ways  to  cash  in 
on  this  demographic  shift. 
Welcome  to  the  newest  fad 
in  academia:  white  studies. 
"We  live  in  this  country 
where  we  assume  that 
people  of  color  are  multicul- 
tural and  white  people  are 
kind  of  this  neutral  catego- 
ry, the  absence  of  race  .  .  . 
which  is  totally  not  true," 
says  Annalee  Newitz,  a 
Ph.D.  candidate  at  Berkeley 
and  coeditor  of  a  new  col- 


TV  shows  such  as  Friends 
and  its  nondiverse  take  on 
New  York  City. 

Studying  white  culture, 
she  argues,  will  help  white 
people  realize  that  society 
views  them  in  terms  of  a 
distinct  racial  identity^ 

This  is  red-hot  in  acade- 
mia. This  past  spring  a 
rabble  of  critical  white 
scholars  traveled  to  Berke- 
ley for  the  first  white  stud- 
ies conference. 

Lecturers  played  to  over- 
flow crowds,  and  confer- 
ence organizers  ended  up 
extending  the  shindig 
se\'eral  davs. 


lection  of  stunningly  didactic  essays  in  cultural  Will  white  studies  departments  now  pop  up 
criticism  called  White  Trash  (Routledge,  on  campus  next  to  the  Native  American  stud- 
Si?. 99).  The  book  includes  essays  with  titles  ies  or  the  African  American  studies  depart- 
like  "Crackers  and  Whackers."  A  brief  sample:  ments.>  Cracks  Newitz,  "Most  [academic] 
""Hustler's  [magazine]  grossness  could  also  be  departments  are  de  facto  white  studies  depart- 
characterized  as  an  ingenious  deployment  of  ments  an^^vay." 


If  the  shoe  doesn't  fit... 


''Herds  of 
Japanese 
students  were 
going  from 
shop  to  shop 
in  groups  of 
eight,  nine, 
ten,  buying  up 
every  pair  they 
could  get." 


Nike  launched  its  air  Max  model  sneaker  in 

1995.  The  shoe  sold  fine,  but  nothing  out  of 

the  ordinary  among  the  hundreds  of  styles  Nike 

continually  introduces  to  keep  its  product  fresh 

in  the  marketplace.  Yet  lately  the  AIR  Max  has 

become  a  virtual  cult  item 

in   Japan.   Visitors   have 

spotted  young  girls  with 

teensy  feet  wearing  size- 14 

AIR  Max  sneakers — if  the 

right    size    is    sold    out, 

devotees  will  simply  buy 

whatever  size  is  available 

and    risk    tripping    over 

them  if  necessary. 

So  ravenous  is  the  Japanese  hunger  for  the 
dark  charcoal,  light  gray  and  luminous  neon- 
green  AIR  Max  that  the  phenomenon  has 
engulfed  countries  around  the  world.  This  fall, 
1995  AIR  Maxes  briefly  reappeared  in  U.S. 
stores,  a  couple  of  thousand  pairs  in  Manhattan 
alone.  English  furniture  designer  Max  Greenall 
decided  he  wanted  a  pair.  He  spent  an  entire 


day  trying  to  track  tliem  down,  but  store  after 
store  gave  him  the  same  story:  The  Japanese 
had  been  there  first.  "No  one  had  them. 
They'd  sold  out.  This  was  midday,  and  there 
were  herds  of  Japanese  students  and  youngsters 

going  fi-om  shop  to  shop  in 
groups    of  seven,    eight, 
nine,  ten,  buying  up  every 
pair  diey  could  get,"  recalls 
Greenall,  who  finally  snai-ed 
a  pair  on  Madison  Avenue. 
"Wlien  I  was  getting  fitted, 
there    must    have    six   or 
seven  groups  of  Japanese 
people  diat  came  in." 
According  to  Greenall,  some  of  these  sneak- 
er-chasing herds  were  buying  AIR  Maxes  up  to 
size  14  just  to  take  back  to  Japan.  The  street 
value  of  a  pair  of  1995  AIR  Maxes  in  Tok>'o?  Up 
to  $1,000  U.S.  Ironically,  the  AIR  Max  is  pro 
duced  just  across  die  Sea  of  Japan  on  the  Chi- 
nese mainland.  The  price  off  the  assembly  liner 
About  $20.  ■■ 
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Jousting  oveir  Java 

By  Katarzyna  Moreno  and  Ben  Pappas 

Sun  Microsystems  is  suing  Microsoft,  and  vice  versa. 
Forbes  readers  chip  in: 

Would  you  entrust  your 
business  to  Java? 

Java  can  pave  the  Info  Super 
Highway.  .  .  .  Java  "servlets"  are 
easier  to  develop  than  traditional 
CGI  (common  gateway  interface), 
run  faster  and  work  on  Unix,  Mac 
and  Windows  servers.  .  .  .  Java  is  being  sold  as  the 
answer  to  everything,  but  many  people  and  companies 
will  be  Sun-burnt.  .  .  .  Every  Java  application  I  have 
seen  has  been  simplistic  and  slow.  .  .  .  Haven't  you 
heard  what  software  engineers  say  about 
Java?  "Write  once,  debug  every- 
^^      where." 

46%    -.^S^^^ 

Is  Java  the  key  to  breaking 
Microsoft's  cash  machine? 

I  love  Windows,  but  I  am  going  to 
love  Java  even  more.  .  .  .  Java  will 
drive  a  stake  in  the  heart  of  the  Wintel 


^.     ^ 


No 


I  don't 
know 


Next  on  Pulse  at  wavw.forbes.com: 
Reno,  Gates  and  the  browser  wars. 


monopoly  as  surely  as  the  PC  did  to  the  mini  and 
mainframe  monopolies.  .  .  .  Java  is  simply  short  for 
"anything  but  Microsoft."  .  .  .  Scott  McNealy  admitted 
Java  had  "problems,"  but  that  they  could  be  "fixed."  I 
am  sure  they  can  be  fixed — by  Microsoft.  .  .  . 

Should  Sun  give  up  its  steward- 
ship of  Java  to  the  International 
Standards  Organization? 

No  private -sector  company 
should  be  forced  or  pressured 
into  giving  stewardship  of  a  tech- 
nology^ to  any  standards  agency.  .  .  . 
Fm  sure  Bill  Gates  would  not  have  willingly  gixxn  ste^^■- 
ardship  to  an  international  body  of  DOS  or  Windows  at  a 
similar  point  in  their  development.  .  .  .  Wliat  would  gi\'e 
me  confidence  is  having  the  ISO  folks  take  control  of  the 
certification.  Sun  can  keep  the  licensing.  That's  similar  to 
the  ISO-9660  standard  for  CDs,  with  a  Philips/Sony 
license.  In  this  way  users  would  get  consistency  and 
could  purchase  with  confidence.  .  .  .  ^ 


THE  FORBES  INDEX 
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In  the  first  half  of  1997 
inventories  rose  at  an  ave^ 
age  annual  $71  billion. 
During  all  of  1996  inflation- 
adjusted  inventories  rose 
$25  billion;  in  1995,  $27  bil- 
lion. A  problematic  pileup? 
No,  says  James  Barkocy, 
U.S.  economist  at  Brown 
Brothers  Harriman  &  Co.; 
businesses  need  to  meet 
strong  demand.  He  sees 
3.6%  sales  growth  this  year, 
versus  3%  in  1996.  Indeed, 
in  the  latest  quarter,  inven- 
tories at  4,500  companies 
turned  faster  than  last  year. 
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Closeup  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  Installment  credit. 
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WE'LL  GO  TO 
ANY  LENGTHS  TO 
DEMONSTRATE 
OUR  CORPORATE 
PHILOSOPHY. 


Our  40-inch  plasma  presen- 
tation monitor,  Leonardo,"  is 
an  excellent  example  of  our 
smaller-is-better  approach  to 
technology.  Of  how  putting 
more  functionality  into  less 
space  can  simplify  our  cus- 
tomers' lives.  The  picture 
is  bright  and  sharp,  yet  the 
panel  itself  is  thin  (just  four 
inches)  and  lightweight.  You 
can  suspend  it  from  a  ceiling. 
Hang  it  on  a  wall. 
Set  it  on  a  table. 
And  there  are 
plenty  more  big, 
yet  small,  ideas 
where  that 
came  from. 
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To  learn  more,  call  800-843-2515  or 
visit  us  at  www.mitsubishielectriccom. 
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MARKETS 


Does  the  October  stock 
market  tumble  suggest  that 
we  are  in  for  a  nasty  bout 
of  deflation?  Merrill  Lvnch's 
Charles  Clough  thinks  so. 


The 
direaded 


By  Robert  Lenzner 

It  may  seem  far-fetched  to  think  that  a  currency  crisis  Ciough.  "Just  this  year  we've  introduced  23  new  sport  util- 
in  far-off  Thailand  and  Malaysia  could  impact  the  U.S.  ity  vehicles.  Too  many.  There's  [clearly]  excess  capacity'  in 
stock  market,  but  it  happened.  Merrill  Lynch's  chief  many  industries.  This  will  lead  to  fiirther  downward  pres- 
investment  strategist,  Charles  Ciough,  explains  why:      sure  on  prices." 

"The  currency  collapse  in  Southeast  Asia  reflects  weak-         Spell  it  d-e-f-l-a-t-i-o-n.  Something  that  few  living 
nesses  in  banking  there.  Weak  banking  reflects  an  excess     Americans  have  ever  experienced.  We  last  had  serious 
of  industrial  capacit\'.  All  pointing  toward  a  slowdown  in     price  declines  in  the  U.S.  in  the  1930s, 
[worldwide]  economic  growth."  Ciough  thinks  this  means  30-year  Treasury  bonds 

That's  bad  for  stocks,  good  for  bonds.  Corporate  earn-  should  be  yielding  5.5%,  well  down  from  the  even  lower 
ings  are  bound  to  slow,  therefore  price/earnings  multiples  levels  of  recent  weeks.  If  that  happens,  holders  would 
on  stocks  are  too  high.  Ciough  likes 
bonds  because  he  thinks  i'  at  inflation 
is  even  lower  than  the  figui '.  show,  and 
thus  inflation-adjusted  yields  on  bonds 
are  higher  than  most  people  assume. 
"Inflation  is  lower  than  you  think. 
We've  added  30%  more  retail  eUing 
space  in  the  last  eight  years,"    says 


What's  the  fallout 

from  deflation? 

Tireasuiy  bonds  that  might 

yield  as  low  as  4.5%. 
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enjoy  handsome  capital  gains  along- 
side  a  good  yield  and  absolute  safety. 
But  that's  Clough's  best-case  sce- 
nario. His  worst  case.>  "If  lapan  does 
not  stand  behind  the  loans  it  has  made 
to  Southeast  Asia,  then  the  spillover 
from  Asia  to  the  U.S.  could  become 
more  serious,"  says  Ciough. 
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Volatility  in  Hong  Kong 

The  Hang  Seng  Index— indicator  of  financial  trouble. 


"Worldwide  currency  devaluation  places  downward 
pressure  on  yield  curves,"  remarks  Clough.  He  predicts 
that  the  long  bond  might  yield  as  low  as  4.5%  if  a  global 
recession  develops  from  Japan's  inaction. 

The  good  news  from  the  deflationary  trend,  of  course, 
is  that  it  makes  it  unlikely  the  Fed  will  raise  interest  rates 
here,  and  almost  guarantees  that  the  U.S.  economy 
won't  go  into  an  inflationary  spiral. 

Clough  has  been  preaching  this  message  for  several 
years,  but  the  October  market  decline  gives  new  strength 
to  his  warning. 

"We  [Merrill  Lynch]  have  overweighted  bonds  rela- 
tive to  stocks  for  some  time,  only  to  see  all  of  the  finan- 
cial market  liquidity  used  to  buy  stocks.  That  may  be  in 
the  process  of  changing,"  he  says.  ^ 


Retro  yields? 


'-ivJ'-'iJHiJ^'' 


How  low 
is  low? 

For  most  of  the  past 
15  years  the  trend  in 
bond  yields  has  been 
unmistakably  down. 
How  far  down  could 
they  go?  Five  pe^ 
cent?  Four  percent? 
it  wouldn't  be  impos- 
sible. In  the  1950s 
and  early  1960s, 
when  inflation  was 
not  much  lower  than 
it  is  today,  good 
bonds  yielded  4%  or 
less.  If  inflation 
stays  licked,  the  long 
Treasury  yield  is  like- 
ly to  fall  from  its  cur- 
rent 6%-to-6.5% 
range.  If  deflation 
arises,  there's  no 
telling  how  far  down 
the  rate  could  sink. 
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POLITICS 


The  global  stock  market  retreat  began  in  Southeast  Asia. 

The  good  news  from  that  part  of  the  world 

is  that  the  turmoil  may  lead  to  badly  needed  reforms. 


The  spring  of  '98 


By  Uwe  Parpart 

Many  of  Southeast  Asia's  best 
companies  are  now  trading  for 
around  one-third  their  values  of  two 
months  ago.  My  advice,  however,  is: 
patience.  Wait  until  next  spring, 
when  several  important  elections  will 
be  held  around  the  region.  The  elec- 
tions will  show  how  committed 
Southeast  Asia  is  to  political  reform. 
Without  political  reform  there  will 
be  no  Mexican-style  rebound. 


last  year  for  refusing  to  relax  mone- 
tary policy  to  keep  the  real  estate 
speculators  afloat. 

He  says  that  during  his  six-year 
tenure  his  reform  proposals  were 
blocked  by  "evil,  politically  protect- 
ed monopolies." 

Throughout  Southeast  Asia,  cen- 
tral bankers  or  regulators — if  they  are 
not  in  cahoots  with  the  powers  that 
be — have    similar    stories    to    tell. 


the  weight  of  over  $2  billion  of  non- 
performing  loans  to  family  and  influ- 
ential friends. 

Lack  of  reliable  financial  informa- 
tion, an  obvious  corollary  to  corrupt 
business  practices,  has  prevented  the 
development  of  deeper  capital  mar- 
kets. This  forces  public  and  private 
borrowers  to  rely  on  short-term 
money,  much  of  it  foreign.  Specula- 
tors like  George  Soros  exploit  these 
weaknesses — but  do  not 
_____  cause  them. 
Is  fisflMii  In  Thailand  (and, 
similarly,  in  the  Philip- 
pines) political  parties 
are  business  proposi- 
tions, formed  or  dis- 
banded as  the  interests 
of  different  chques  dic- 
tate. Coalition  govern- 
ments are  pacts  among 
these  cliques  to  protect 
mutual  interests.  It  is 
in  the  very  nature  of 
those  arrangements 
that  hard  decisions 
detrimental  to  one  or 


another 
partner 
made. 
Now, 


"coalition" 
will    not    be 


The  viilain  behind  the  Southeast 
Asian  countries'  financial  mess  is  not 
incompetent  economic  management. 
The  fiind  mental  problem  is  political 
corruption .  Political  cronyism  has 
repeatedly  blocked  banking  and 
monetary  reforms  that  threatened 
long-established  'ocal  monopolies. 

Former  Bank  of  Thailand  gover- 
nor Vijit  Supinit  was  forced  to  resign 


A  view  of  Bangkok 

Will  political  reform  save  Southeast  Asia? 


There's  the  "20%  rule,"  by  which 
20%  (or  more)  of  a  bank's  total 
deposits  are  "lent"  to  family  mem- 
bers and  political  and  business 
cronies,  not  always  with  expectation 
of  repayment.  Last  year  the  Bangkok 
Bank  of  Commerce  collapsed  under 


however, 
spurred  by  monetary 
crisis — and  that  most 
powerful  of  Asian 
motives,  saving  face — a 
strong  movement  for 
political  change  and 
financial  reform  is 
under  way  in  Southeast 
Asia.  If  it  succeeds,  it  will  restart  the 
region's  economic  boom.  The 
region's  growing  middle  class  knows 
its  prospects  are  diminished  by  the 
old  guard's  cronyism.  That  was  the 
message  sent  by  thousands  of  angry 
middle-class  Thais  demonstrating  in 
the  streets  of  Bangkok  in 
mid-October. 

The  spring  of  1998  will  see  impor- 
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tant  elections  in  Southeast  Asia:  in 
Indonesia  in  March  and  in  the 
Philippines  in  May.  Thailand  will 
hold  parliamentary  elections  possibly 
as  early  as  January  under  a  new  con- 
stitution recently  adopted. 

Thailand  hit  the  wall  first  and 
hardest — and  may  recover  first,  per- 
haps as  early  as  the  second  half  of 


1998.  One  important  reform  pack- 
age was  introduced  in  early  October; 
under  it  foreign  financial  institutions 
can  now  acquire  majorit)'  control  of 
Thai  banks.  The  package  sped  up 
negotiations  between  Holland's 
mighty  ING  Group  and  Thailand's 
Siam  City  Bank.  iNG  is  expected  to 
invest  between  $35  million  and  $40 


million  in  the  troubled  bank. 

The  crisis  will  have  a  happy  ending 
if  it  forces  the  corrupt  ruling  cUques 
to  clean  up  their  acts.  When  they  do. 
Southeast  Asia  will  again  be  a  great 
place  to  invest.  ^M 

Uwe  Parpart,  based  in  Bangkok,  is  an  economist 
and  editor  of  Asia  Times. 


TRENDS 


There  are  some  great  technology  companies  out  there, 
but  don't  think  they  are  immune  from  the  business  cycle. 
They  may  be  highly  susceptible  to  it. 

1983,  now  that  was  a  year! 


By  Gretchen  Morgenson 

Between  1996  and  1997,  ibm's 
earnings  moved  up  6%,  but  its  stock 
price  climbed  140%.  Dell's  earnings 
rose  200%  during  the  year,  but  its 
stock  jumped  400%. 

Tech  stocks  have  had  a  great  run. 
The  industry  still  has  a  dazzling 
future.  But  there's  no  guarantee 
that  the  stocks  will  continue  to  be 
market  leaders  as  they  ha\e  for  many 
years.  Intel  announced  in  late  Octo- 
ber that  it  was  postponing  by  a  year 
the  opening  of  a  $1.3  billion  plant 
in  Texas  because  of  lagging  demand 
for  memory  chips.  If  Intel  is  vulner- 
able to  slowdowns,  what  tech  com- 
pany isn't.' 

"No  one  is  immune,"  says  Larry 
Woods,  an  independent  technology 
analyst  in  Stoney  Creek,  Ont.,  and 
editor  of  the  Tech  Review  newsletter. 

For  at  least  three  decades  now,  the 
computer  industry  has  been  revolu- 
tionizing human  affairs.  But  the 
stocks  have  not  always  had  a  nice 
easy  ride.  Raymond  DeVoe,  who 
pens  the  DeVoe  Report  newsletter 
from  his  perch  in  New  York  City, 
remembers  what  happened  to  them 
as  recently  as  1983. 

The  table  at  the  right  tells  the 
story.  It  lists  53  high-tlying  high- 
tech  stocks  of  that  era.  Eighteen  of 
them  still  exist  as  independent  out- 
fits. Some  of  the  rest  were  merged, 
but  many  simply  went  broke. 

This  is  a  great  industry.  It  does  not 

walk  on  water.  Nor  is  it  excused 

-  from  the  business  cycle.  ^ 


Tech  stocks — only  the  few  survive 


Company 

1983 
high 

8/25/83 

closing 

price 

Decline 
trom 
high 

Company 

1983 
high 

8/25/83 

closing 

price 

Decline 
from 
high 

ADAC  Labs 

$27 

$12 

-56% 

Lee  Datat 

$33 

$19 

-42% 

ASK  Computer 

39 

33 

-15 

Lexidata 

14 

8 

^3 

Altos  Computer 

39 

12 

-69 

MCI 

30 

15 

-50 

American  Solar  King 
Apple  Computer 
Apollo  Computer 

33 

17 

-49 

Masstor  Systems 

30 
22 

15 

-50 

63 

30 

-52 

Monchik-Weber 

12 

-46 

51 

33 

-35 

Monolithic  Memories 

32 

23 

-28 

A  T  Bliss  &  Co 

CACI  International 

41 

19 

-54 

National  Data  Comms 

20 

4 

-80 

26 

14 

-46 

Network  Systems 

36 

24 

-33 

Coherent 

34 

27 

-21 

Numerax 

23 

24 
35 
32 

12 

15 
18 
20 

^8 
-38 
-49 
-38 

Communications  Inds 

41 

26 

-37 

Priam 

Compucorp 

23 

12 

-48 

Quantum  Corp 

Computer  Automation 

17 

11 

-35 

Quotron  Systems 

Computer  Devices 

21 

4 

-«1 

-42 

Seagate  Technology 
Sykes  Datatronics 

22 

17 

15 

7 

30 

-32 
-59 
-12 

Computer  Memories 

31 

18 

Computone 

38 

8 

-79 

Tandem  Computers 

34 

Comserv 

20 

10 

-50 

Tandon 

35 

27 

-23 

Convergent  Techs 

41 

22 

-46 

TeleVideo 

41 

20 

-51 

Corvus  Systems 

23 

14 

-39 

Triad  Systems 

27 

16 

-33 

Daisy  Systems 

27 

16 

-41 

US  Telephone 

26 

7 

-73 

Diasonics* 

30 

15 

-50 

VLSI  Technology 

23 

14 

-39 

Digital  Switch 

48 

30 
23 

-38 
-32 

Vector  Graphic 

15 

5 

-67 

Dysan 

34 

Victor  Technologies 

22 

8 
13 

-64 
-28 

Eagle  Computer 
Fortune  Systems 

25 

23 

10 

-60 

Wavetek 

18 

9 

-61 

Western  Digital 

15 

10 

-33 

Graphic  Scanning 

29 

17 

^1 

Xebec 

29 

22 

-24 
-19 
-42% 

Intel 

50 

37 

-26 

Xidex 

27 

22 
.  median 

LSI  Logic 

31 

24 

-23 

Average  Decline:  mean  -44% 

Companies  in  red  are  still  existing  independently 
*Now  OEC  Medical  Systems.  tNow  Apertus  Technologies. 

Sources.  DeVoe  Report;  Forbi's. 
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CURRENCIES 


In  attacking  the  Hong  Kong  dollar  the  speculators 
tried  to  mug  the  wrong  guy.  Turns  out  he  had  a  gun, 


Rock-solid  Hong  Kong 


By  Steve  H.  Hanke 

The  most  recent  devaluation  victim 
in  Asia  was  Taiwan,  a  country  with  a 
war  chest  of  foreign  reserves  to  match 
the  mighty  German  Bundesbank's. 
After  Taiwan  fell  last  month,  the  cur- 
rency speculators  put  the  Hong  Kong 
dollar  in  their  sights.  The  dramatic 
events  in  Hong  Kong  sent  shock 
waves  throughout  the  world's  mar- 
kets and  probably  helped  precipitate 
the  carnage  on  Wall  Street. 

It  was  a  case  of  mistaken  identity: 
The  speculators  mugged  the  wrong 
guy.  Turns  out  he  had  a  gun. 

Most  speculators  and  pundits  mis- 
takenly identified  the  Hong  Kong 
Monetary  Authority  as  a  central 
bank.  It  is  not  a  central  bank.  It  does 
not  have  the  power  to  manipulate  the 
money  supply.  It  is  prohibited  from 
creating  money. 

Yes,  the  H.K.  dollar  is  linked  to  the 
U.S.  dollar,  as  were  so  many  of  the 
other  currencies  in  Asia.  But  there  is 
a  world  of  difference  between  the 
H.K.  dollar's  link  to  the  greenback 
and  those  links  that  were  employed 
by  central  banks  in  the  region.  The 
central  banks  had  pseudo-fixed  or 
pegged  exchange  rates.  The  central 
banks  tried  simultaneously  to  manage 

In  attacking  the  Hong 
Kong  dollar,  the  speculators 
tried  to  mug  the  wrong  guy. 
Toms  out  he  had  a  gun. 


their  exchange  rates  and  their  domes- 
tic monetary  policies,  an  impossible 
task.  You  can't  juggle  these  two  balls 
at  the  same  time.  So  their  exchange 
rate  and  monetary  policies  resulted  in 
contradictions — which  is  to  a  curren- 
cy speculator  what  soused  and  elder- 
ly well-dressed  gentlemen  are  to 
muggers  on  dark  streets.  An  easy 
hit — as  was  Mexico  in  1994. 

In  contrast,  the  Hong  Kong  Mon- 
etary Authority  has  no  monetary 
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policy — the  money  supply  is  on 
autopilot — and  there  can  be  no  con- 
tradictions between  its  exchange  rate 
and  monetary  policies.  Indeed, 
market  forces  act  to  automatically  sta- 


swings  between  H.K.  dollars  and  fori 
eign  deposits  have  occurred  in  HongI 
Kong  in  the  past  and  the  econom)| 
didn't  miss  a  beat. 

Like  Argentina,  Hong  Kong's  cur-j 


bilize  the  monetary  system  and  avert     rency  board  system  will  weather  the 


storm  and  the  H.K.  dollar  will  remz 
rock-solid. 

Does  this  mean  that  the  U.S.  stockl 
market  is  likely  to  come  roaring  back.^| 
No.   As   I   advised  in  my  Nov. 
Forbes  column,   the   deflationary! 


i-t.^K-:^,'^ 


-  ^-vS^I-j;'-; 


■wrtiw 


^jfeftfcji. 


>*.'.- 


^ 


f^^ 


j^.-r' 


Sk 


currency  cnses. 

This  is  why,  since  the  first  currency 
board  was  installed  in  1849,  none  has 
been  the  victim  of  a  successfiil  specu- 
lative attack.  And  this  perfect  record 
includes  the  furious,  but  unsuccessflil, 
attack  that  was  mounted 
against  Argentina's  cur 
rency  board  system   in     ^  .  ^Ip^f^l^  J||ill 
1995.  While  the  Mexican 
peso      crumbled,      the 
Argentine    peso    stood 
solid. 

All  this  has  been 
missed  by  the  critics  of 
Hong  Kong's  system. 
They  thought  they  saw 
an  opening  in  that,  even 
though  Hong  Kong's 
foreign  reserves  are  five 
times  the  amount  of  H.K. 
dollars  in  circulation,  the 

reserves  cover  only  about  23%  of  the  forces  that  have  been  unleashed  in 
broad  measures  of  money.  That  is,  Asia  spell  trouble  for  U.S.  companies 
while  there  are  more  than  enough  that  compete  with  Asian  exporters  or 
U.S.  dollars  to  redeem  every  H.K.  that  export  to  that  region, 
dollar  in  circulation,  there  would  not  The  real  story  from  Asia  is  not  the 
be  enough  to  redeem  all  the  bank  H.K.  dollar — it's  deflation.  The 
accounts  and  other  forms  of  money,  economies  in  that  region  are  entering 
Consequently,  they  figured  that  the  a  deflationary  slump,  so  their  domes- 
reserves  would  be  depleted  in  short  tic  demand  for  goods  is  drying  up. 
order  if  there  were  a  massive  run  on  They  have  invested  heavily  in  plants 
the  banking  system.  and  equipment  over  the  past  decade. 

However,  only  about  55%  of  the  With  domestic  markets  slack,  these 
bank  deposits  in  Hong  Kong  are  economies  will  be  under  tremendous 
denominated  in  H.K.  dollars,  with  pressure  to  export.  With  their  newly 
the  remainder  in  foreign  currencies,  devalued  currencies,  the  Southeast 
primarily  U.S.  dollars.  If  there  was  a  Asian  countries  will  be  fierce  corn- 
general  run  on  the  banking  system,  it  petitors  as  they  try  to  export  them- 
would  affect  only  the  H.K.  dollar     selves  out  of  trouble.  That  competi- 


deposits,  and  most  people  would 
simply  make  a  portfolio  shift  into  for- 
eign currency  deposits.  They  would 
not  pull  this  money  out  of  the  banks. 


tive  pressure  promises  to  squeeze 
profit  margins  and  force  price/earn- 
ings ratios  down  in  the  U.S. 

U.S.  Treasury  bonds  look  awftilly 


Indeed,  large  portfolio  shifts  and     good  to  me  right  now. 
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PERSPECTIUE 


Despite  the  recent  unpleasantness,  the  stock  market 
remains  well  above  its  long-term  trend  line. 

Where  are  we  now? 


In  1801  dollars 
$1,000,000     - 


100,000 


10,000 


1,000 


100 


10 


By  Peter  Brimelow 

Down  some  900  points  or  so  on  the  Dow,  then  partway  back  up.  Where 
are  we  now?  Our  chart  is  not  your  standard-issue  stock  market  simu- 
lacrum. Based  on  the  work  of  Wharton  Professor  Jeremy  Siegel,  it  not 
only  goes  back  to  1801  but  also  includes  reinvested  dividends — and 
adjusts  for  inflation.  We  first  ran  it  (May  5)  when  the  market  hiccuped 
this  spring.  Our  conclusion:  The  15-year,  post- 1982  bull  market  was 
in  large  part  catch-up  for  the  disastrous  Great  Inflation  of  the  late 
1970s  and  the  early  1980s.  The  market  got  back  to  its  6.5%  to  7% 
per  annum  long-term  total  return  trend  only  in  1995. 

Despite  the  Fall  fall,  the  market  is — ^wait  for  it — still  well  above  its 
long-term  trend  (see  chart,  below  right).  Our  new  chart  suggests 
there  is  indeed  a  lot  of  room  on  the  downside.  But  not  too 
much — if  you  can  wait  for  that  long-term  trend  to  prevail. 

We  also  include  Siegel's  long-term,  real-return  bond 
index.  This  clearly  shows  that  bonds  suffered  through 
a  40-year  bear  market — arguably  the  greatest  in 
financial    market    history — and    only    began    to 
emerge  in  the  early  1980s.  Which  in  turn  has  a 
pleasant  implication:  The  bond  bull  market 
that  began  in  the  early  1980s  may,  at  least  ^  / 

by  historical  precedent,  still  be  in  its 
early  stages.  ■ 


$555,096 


Stock  market-cumulative 
total  return,  capital  gains 
plus  dividends 

(inflation-adjusted) 


Research:  Edwin  S.  Rubenstein 
Right  Data  Associates. 


$1  invested  in  the  stock  market  in  1801 
compounds  to  $555,096  (inflation-adjusted) 
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Vaccines  are  the  hottest  new  weapon 
in  the  war  against  cancer.  Antigenics 
has  found  a  way  to  customize  them. 

In  search  of  antigens 


By  Zina  Moukheiber 

Michael  Milken,  himself  a  victim  of 
prostate  cancer,  has  spent  heavily  and 
given  freely  of  his  time  to  promote 
cancer  treatment.  At  a  gathering  of  120 
scientists  in  September,  Milken  intro- 
duced Garo  Armen  as  "the  man  who 
mav  cure  cancer."  Sighed  Armen:  "We 
all  hope." 

A  44-year-old  chemist-turned- 
financier,  Armen  is  chairman  of  Anti- 
genics Lie,  a  Manhattan-headquar- 
tered biotech  startup  working  on 
vaccines  that  attack  tumors.  He  also 
heads  Armen  Partners  L.P.,  a  health 
care  investment  fund  with  $80  million 
under  management.  Like  Milken, 
Armen  has  a  lot  at  stake  in  the  fight 
against  cancer:  His  mother  died 
painfijlly  of  breast  cancer. 

Many  cancer  specialists  see  vaccines 
as  a  plausible  alternative  to  drug  thera- 
py. These  vaccines  resemble  those  used 
against  smallpox  or  poho  in  that  they 
use  a  piece  of  the  target — there  a  virus, 
here  a  cancer  cell — to  boost  the 
immune  system's  ability  to  find  and 
attack  those  targets.  But  the  cancer  vac- 
cines differ  in  that  they're  meant  to 
fight  the  disease  rather  than  prevent  it. 

The  problem  with  cancer  cells  is  that 
they  are  not  foreign  invaders,  but  fifth- 
column  traitors.  The  body  can't  tell 


them  fi-om  healthy  cells.  So  the  trick  is 
to  find  the  slightest  trait  specific  to 
cancer  cells  and  to  train  the  body  to 
recognize  it.  Such  traits — whether  of 
\druses,  ragweed  pollen  or  cancer — are 
called  antigens. 

Antigens  stick  out  from  cells  like 
molecular  signposts,  sa)dng  "kick  me" 
to  the  immune  system's  soldiers.  For 
some  reason,  the  antigens  on  tumor 
cells  don't  grab  the  soldiers'  attention 
strongly  enough.  So  the  scientists 
extract  the  antigens  from  tumors, 
purify  them,  multiply  them  and  then 
inject  them  into  the  patient.  If  all  goes 
well,  the  beefed-up  antigens  will  then 
spark  an  immune  assault  on  the  tumor. 

Several  biotech  and  pharmaceutical 
companies  are  trying  to  identify'  turnor- 
specific  antigens.  New  York- based 
ImClone  Systems,  for  instance,  is  tar- 
geting lung  cancer  antigens.  Genz)^me 
Molecular  OncologN',  a  division  of  Gen- 
zyme  General,  of  Cambridge,  Mass., 
says  it  has  isolated  melanoma  antigens. 

Out  of  tens  of  thousands  of  proteins 
in  a  cancer  cell,  less  than  one  in  a  thou- 
sand may  become  a  cancer  antigen. 
Finding  the  antigens  is  like  searching  a 
beach  for  a  particular  grain  of  sand. 
One  strategy  is  to  look  not  for  the  anti- 
gen itself  but  for  certain  helper  pro- 


Granting  immunity 

Most  vaccines  are  still  in  early  clinical  trials,  and  no  one  can  yet  say 
whether  they  will  help  patients.  "You're  really  investing  in  the  science/ 
says  Michael  Wood,  a  biotech  analyst  at  Hambrecht  &  Quist. 
If  you  want  to  invest  that  way,  here  are  some  possibilities. 


Company/type  of  vaccine 


Phase 


1996  sales 
($niil) 


1996 
EPS 


Market  cap 
(Smil) 


Biomira/breast  cancer 
Corixa/breast  cancer 
Genzyme  General/melanoma 
ImClone  Systems/lung  cancer 
Ribi  ImmunoChem  Research/melanoma 


II  completed 

I 

I 

II  completed 

III  completed' 


$6.7 

;  $-0.40 

$257 

5.8 

;  -0.50 

104 

511 

1.12' 

:  2,000 

0.6 

-0.76 

153 

3.6 

-0.30 

86 

'Before  acquisition-related  charges.  'Submitted  application  for  a  new  drug  to  Canada's  Health  Protection  Branch. 


teins,  called  chaperones,  that  bring  i 
antigen  to  die  attention  of  die  immv 
system.  Antigenics  focuses  on  a  class  ( 
chaperones  known  as  heat-shock  pre 
teins  (hsp),  first  studied  in  this  regarl 
by  Pramod  Srivastava,  a  cofounder  i 
Antigenics  and  a  cancer  specialist  at 
Universit}'  of  Connecticut  School 
Medicine,  in  Farmington. 

Heat-shock  proteins  have  beeJ 
known  to  repair  damaged  proteins  an<r 
escort  those  beyond  repair  to  th 
body's  junk)'ards.  Srivastava  discovereJ 
that  three,  possibly  four,  types  of  HSJ 
go  flirther,  prompting  immune  cells  ti 
attack  cancerous  cells.  "We're  allowing 
the  HSPs  to  seek  them  [antigens]  ou| 
for  us,"  he  says. 

Here's  how  it  works.  The  surgeon 
removes  tumors  from  a  patient,  put 
them  on  dry  ice  and  sends  them  oveH 
night  to  the  Antigenics  laboratory  irl 
Framingham,  Mass.,  where  the  heail 
shock  proteins  are  extracted,  processeci| 
and  sent  back.  Fifteen  days  later,  afteij 
the  patient  has  recovered  a  bit  fi-om  the 
operation,  he  gets  the  vaccine. 

The  procedure  must  be  customizedl 
in  this  fashion  because  each  patient'sl 
cancer  is  unique,  with  a  unique  set  of| 
mutations,  Srivastava  says. 

The  vaccine  has  caused  tumors  tol 
regress  in  mice,  and  a  trial  in  14  seri- 
ously ill  humans  stimulated  immune] 
response  without  harmful  side  effects. 
No  cures  were  effected,  however,  per- 
haps because  the  patients  were  so  sick.  I 
They  had  to  be  to  qualif)'  for  the  exper- ' 
imental  treatment.  Antigenics  started 
the  next  round  of  clinical  trials  in  June 
at  New  York's  Memorial  Sloan-Ketter- 
ing  Cancer  Center.  They  will  start  this 
month  at  M.D.  Anderson  Cancer 
Center  in  Houston. 

Armen  estimates  that  treatment  with 
his  vaccines  might  cost  between 
$10,000  and  $15,000  per  treatment. 
Still,  that's  no  more  than  standard 
chemotherapy  costs. 

Could  Milken  be  right  about 
Armen?  Physicians  like  to  cite  a  rule: 
Don't  use  the  words  "cure"  and 
"cancer"  in  the  same  sentence.  In  this 
field  a  treamient  counts  as  a  success  if 
it  merely  complements  existing  wea- 
pons, perhaps  by  offering  options  to 
patients  who  cannot  tolerate  chemo- 
therapy. It  seems  that  Antigenics'  vac- 
cine has  a  fair  chance  of  going  at  least 
that  far.  ^ 
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When  companies  enter  complex  new  markets,  they  often 
require  solutions  mode  up  of  many  ports  -  the  kind  J.R  Morgan 
creates  by  integrating  its  worldwide  capabilities  to  deliver  more. 

More  meshing  of  corporate  advisory,  foreign  exchange,  and 
capital  raising  skills  to  help  growing  firms  in  Russia,  South 
Africa,  Brazil,  and  other  countries  expand  their  markets  and 
grow  their  businesses. 

More  first-hand  knowledge  of  industries  and  locales,  paired 
with  leadership  in  both  public  and  private  debt  underwriting, 
to  help  privatize  power  generation  and  other  key  infrastructure 
elements  in  Asia,  Eastern  Europe,  and  Latin  America. 

More  know-how  in  risk  management,  combined  with  our 
active  trading  presence  in  securities  markets  around  the 
world,  to  help  companies  access  attractive  investment 
opportunities  in  emerging  markets. 

These  are  just  a  few  of  the  reasons  why  governments, 
institutions,  corporations,  and  individuals  turn  to  J.R  Morgan. 
They  know  we've  got  the  precision  machinery,  in  every  corner 
of  the  firm  and  every  corner  of  the  globe,  to  croft  financial 
solutions  that  deliver  more. 

www.jpmorgan.com 


J  P  Morgan 


strategic  advtce    •  mergers  &  acquisitions    •   debl  &  equity  capital  raising   •   swaps  &  deriratires    •  loan  syndication    •   sales  \-  trading   •   asset  moiuigement 

®1997  J  P  Moigan  &  Co  Incoipoiited  J  P  Motgan  Secunlies  Inc .  memlief  SIPC  J  P  Morgan  is  Ihe  rmikBling  name  lot  J  P  Moigan  &  Co  InoHpoialed  an]  ils  subsidiahes  twiidiiride  MoiDan  means  moce*  is  a  semoe  my<t  olJ  P  M<X9in  S  Co  mcoiponM 


We're  climbing  to  new  heights  oin 


Additives 

Consumer  Care 

Performance 
Polymers 

Pigments 

Textile  Dyes 

Ciba  Specialty  Chemicals 


Every  day  we  transform  products  and 
substances  into  thousands  of  applications 
worldwide.  Now  we've  transformed 
ourselves  into  an  exciting  new  breed  of 
company.  Like  every  natural  evolution  it 
has  happened  with  good  reason. 


Ciba  Specialty  Chemicals  has  developed 
to  anticipate  and  meet  customers'  changing 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  11 7  global 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible, 


int 


inovation. 


gile  and  quick  to  react.  By  specializing 
n  five  key  areas  of  expertise,  we  will 
onstantly  deliver  the  brightest  solutions 
o  every  fresh  challenge.  We're  investing 
nore  and  more  in  research  and 
levelopment  so  expect  to  see  ever  greater 


heights  of  innovation  wherever  you 
see  the  sign  of  the  butterfly.  For  more 
information  on  the  company  that's 
transforming  the  specialty  chemicals 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 


Ciba 
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Value  beyond  chemistry 


A  year  ago  the  news  was  filled  with  scandal  stories 

about  Archer-Daniels-Midland. 

A  classic  case  of  media  overreaction. 

Vindication 


By  Bruce  Upbin 


At  this  year's  annual  meeting  in 
October,  Archer- Daniels- Midland 
Chairman  Dwayne  Andreas  got  a 
standing  ovation.  A  local  gent  urged 
fellow  shareholders  to  thank  Andreas 
for  his  "wisdom,  vision  and  leader- 
ship." The  chairman  basked  in  the 
applause,  then  invited  everyone  to  a 
free  lunch  of  adm  soy  burgers. 

What  a  difference  a  year  makes. 
Just  a  year  ago  adm  seemed  mired  in 
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[scandal.  At  the  annual  meeting  in 
1996,  just  a  week  after  adm  pleaded 

I  guilty  to  two  federal  counts  of  price- 
fixing  and  paid  a  $100  million  fine, 

I  Andreas  apologized  to  shareholders. 
As  so  oft:en  happens,  the  media  had 
overemphasized  the  potential  effect 
of  the  federal  lawsuit  on  a  ftindamen- 
tally  strong  company. 

Allen  Andreas,  Dwayne's  nephew 
and  the  company's  new  chief  execu- 


ADM  Chief  Executive 
Allen  Andreas 
With  scandals 
largely  behind 
them,  Alien  and 
his  uncle, 
Dwayne,  now 
focus  on 
global  growth. 


tive  and  president,  clenches  his  jaw  at 
the  mention  of  the  scandals.  A  some- 
what stiff  54-year-old  lawyer  and 
former  chief  financial  officer  of  ADM's 
European  operations,  Andreas  says  of 
the  fading  scandals:  "They've  had  no 
consequence  on  volume." 

True.  A  $200  million  pretax  charge 
to  cover  legal  fines  and  settlements 
pushed  net  income  down  54%  fi-om  a 
year  ago  to  $377  million  in  the  fiscal 
year  ended  in  June.  But  sales  rose  to 
$13.8  billion  from  $13.2  billion  and 
operating  profits  remained  healthy. 

Lower  commodity  prices  for  corn 
and  soybeans  should  boost  net  oper- 
ating margins  this  fiscal  year  to  6.5% 
from  6%.  That  increase,  plus  rising 
revenues,  should  generate  $1  billion 
in  cash  flow  this  year,  up  from  $870 
million  last  year,  a  15%  increase. 

Legal  headaches  linger.  Awaiting 
criminal  trial  in  a  Chicago  federal 
court  are  three  of  ADM's  former  top 
executives,  including  Dwayne's  48- 
year-old  son,  Michael — who  still 
draws  a  paycheck  and  keeps  in  daily 
contact  with  senior  management. 
The  European  Commission  and  the 
Mexican  government  have  opened 
investigations  into  the  company's 
alleged  price-fixing.  Quaker  Oats, 
Procter  &  Gamble  and  Kraft  are 
suing  ADM  for  overcharges  associated 
with  $350  million  in  citric  acid 
orders. 

But  the  proud,  domineering 
Dwayne  Andreas  seems  to  have  put 
all  this  behind  him.  The  giant  food 
processor  poured  a  record  $1.1  bil- 
lion into  capital  projects  last  year,  up 
41%  from  1996  and  almost  double 
the  average  annual  budget  of  the  past 
five  years. 

A  year  ago  adm  wasn't  even  in  the 
cocoa  processing  business.  Today 
ADM  is  the  world's  largest  processor, 
having  bought  the  neglected  cocoa 
operations  of  W.R.  Grace  and  ED&F 
Man  Group  for  about  $700  millioii. 
It  paid  hard  cash.  Cocoa  should  add 
about  $1  billion  in  revenue  and  $80 
million  in  operating  profit,  and  fit 
neatly  into  adm's  global  trading  and 
transportation  network.  Chocolate 
manufacturers  are  already  big  adm 
customers  for  corn  sweeteners. 

Adding  2  tons  of  cocoa  to  fill  a 
cargo  ship  two-thirds  packed  with 
vegetable  oil  makes  for  some  attrac- 


tive efficiencies.  The  cocoa  acquisi- 
tions will  also  give  ADM  production 
facilities  in  top  cocoa  areas  like  the 
Ivory  Coast  and  Brazil.  "Right  now 
they  put  the  cocoa  in  bags  by  hand. 
We'll  do  it  in  bulk  right  onto  our 
ships,"  says  Allen  Andreas. 

Much  of  ADM's  money  has  gone 
where  the  growth  is — into  emerging 
markets.  A  year  ago  it  paid  $258 
million  for  22%  of  Mexico's  Gruma 
S.A.,  the  world's  biggest  corn  flour 
maker.  Gruma's  sales  have  been 
growing  by  19%  a  year  in  the  U.S. 
and  15%  in  Latin  America  since 
1987.  The  company  has  spent  $175 
million  on  new  grain  handling  and 
processing  sites  in  Canada,  Paraguay 
and  Brazil,  assuring  a  more  steady 
supply  to  its  European  and  Asian 
processing  complexes. 

In  China  and  Indonesia  adm  is 
spending  $150  million  to  build  palm 
oil  refineries  and  oilseed  crushing 
plants  in  partnership  with  Kuok 
Khoon  Hong,  a  nephew  of  Robert 
Kuok  (Forbes,  July  28).  It  also 
has  inked  projects  with  the  Chinese 
government. 

China  is  a  ripe  market.  Rising 
household  income  there  is  fueling 
demand  for  chicken,  beef  and  pork, 
all  of  which  grow  on  soybean  meal 
and  lysine  feed  additive.  The  latter, 
which  carries  a  pretax  margin  of  at 
least  20%,  is  one  of  .\dm's  most  prof- 
itable products. 

By  the  end  of  next  year  China  will 
become  the  world's  fourth-largest 
soybean  importer — about  2.7  million 
tons  a  year  of  beans  and  3.4  million 
tons  of  soybean  meal.  That's  up  fi-om 
only  160,000  tons  and  50,000  tons, 
respectively,  just  three  years  ago.  The 
more  meat  and  poultry  Chinese  con- 
sume along  witli  their  rice,  the  more 
soy  products  tliey  will  need.  "They're 
well  aware  they  haven't  got  one  pos- 
sible chance  of  being  self-sufficient," 
says  Allen  Andreas. 

adm  is  also  shoring  up  its  strengtlis 
at  home.  In  September  it  swapped 
$300  million  of  its  stock  for  Moor- 
man Manufacturing  Co.,  a  $1.2  bil- 
lion (sales)  soybean  processor  in 
Quincy,  111.  For  much  less  than  it 
would  have  cost  to  build  new  capaci- 
ty, the  acquisition  boosts  ADM's  share 
of  the  U.S.  soybean  processing  busi 
ness  fi-om  29%  to  31%  and  gives  it  its 
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HOW  TO  HANDLE  FIFTY  MILLION 
UNEXPECTED  GUESTS. 

The  only  thing  faster  than  word-of-mouth  advertising  is  word-of-e-mail 
advertising.  A  positive  reputation  in  cyberspace  can  bring  you  millions  of  new 
customers;  a  bad  rap  spreads  ill  will  at  the  speed  of  light. 

When  you  start  sending  millions  of  customers  at  a  time  to  your  Web  site  to 
do  more  than  browse,  you  have  to  be  concerned  about  the  quality  of  their  experience. 
Too  much  demand,  and  the  performance  of  your  Web  site  can  slow  to  an  anno\ing 
crawl  (this  is  bad).  Way  too  much  demand,  and  users  wont  be  able  to  connect  at  all 
(this  is  terrible),  e-business,  after  all,  is  about  interactivity' -  buying,  selling,  customer 
service,  etc.  -  and  if  customers  can't  get  through,  they  cant  interact. 

This  is  why  scalability  is  a  major  issue  for  any  business  thinking  seriously 
about  becoming  an  e-business.  Scalability  is  simply  the  ability  to  easily  increase  the 
capacity  of  your  Web  site  -  to  handle  more  visitors  or  unexpected  spikes  in  volume. 

IBM  designs  scalability  into  all  our  Web  technology  -  hardware  and  software. 
So  if  your  site  gets  100  million  hits  when  you  expected  only  50  million,  you  can  adapt 
quicldy.  As  we've  done  with  some  of  history's  most  heavily  trafficked  ^eb  sites:  the 
1996  Atlanta  Olympic  Games  (189  million  hits/17  days);  the  U.S.  Open  Tennis 
Championships  (70  million  hits/14  days)  and  Deep  Blue"  (74  million  hits/9  days). 

Scalability  is  just  one  e-business  problem  we  can  help  you  solve.  We've 
helped  thousands  of  businesses  move  their  core  processes  to  the  Web  to  lower  costs. 
improve  customer  service  and  actually  sell  things.  To  keep  up  with  the  latest  IBM 
solutions,  boolonark  www.ibm.com/e-business.  Or  call  us  at  1 800  IBM  7080,  ext.  NC33. 
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Record  spending  on  capital  projects 
has  put  ADM  into  businesses 
it  wasn't  even  in  a  year  ago, 
and  lias  strengthened  the 
company's  stakes  in  critical 
domestic  and  overseas  markets. 
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first  soybean  processing  plant  on  the 
Mississippi.  Instead  of  spending  $6 
per  ton  to  send  soybean  meal  by  rail 
from  Its  big  plant  in  Decatur,  111.  to 
St.  Louis,  ADM  will  spend  only  $2  per 
ton  to  ship  the  meal  by  barge  fi-om  its 
recently  acquired  Quincy  plant. 

"We  don't  go  through  an  extensive 
financial  model  to  buy  things.  We  say, 
how  does  this  fit  into  our  network," 


says  Allen  Andreas.  "It's  like  a 
Christmas  tree.  You  put  another  bulb 
in  and  it  lights  up." 

The  tree  keeps  getting  brighter. 
The  New  York  Stock  Exchange- 
traded  stock  has  rebounded  to  $24 
from  its  scandal-caused  low  of  $13  in 
mid- 1995.  Jeffrey  Kanter,  a  food  ana- 
lyst at  Salomon  Brothers,  says  the 
earnings  potential  of  adm's  acquisi- 


tions could  allow  the  company  to 
make  as  much  as  $1.90  a  share  by  the 
end  of  calendar  year  1999,  up  from 
an  expected  90  cents  in  1997. 

The  unpleasant  smell  of  fermenting 
corn  hangs  in  the  air  around  Archer- 
Daniels-Midland's  massive  Decatur 
headquarters.  Close  your  eyes, 
though,  and  you  can  almost  smell  the 
money.  ■■ 


Growing 
cooperation 

The  grain  and  soybean 
businesses  may  not  be  as 
glamorous  as  computers 
or  movies,  but  they  are 
growth  businesses  never- 
theless. In  just  the  past 
ten  years  some  45  new 
processing  plants  owned 
and  operated  by  farmer 
cooperatives  have  sprout- 
ed throughout  the  pop- 
ulist Midwest. 

Wayne  Newton,  chief 
executive  of  the  Benton  & 


56 


Eastern  Iowa  Farm  Feed- 
ers Cooperative  in 
Blairstown,  Iowa,  expects 
that  his  new  ethanol  plant 
(which  will  be  built  just  30 
miles  from  an  ADM  gluten 
feed  plant)  will  increase 
the  value  of  his  members' 
annual  crop  of  2  million 
bushels  of  corn  by  some 
40  cents  per  bushel.  To 
finance  this  new  construc- 
tion, each  farmer  ponies 
up,  say,  $15,000  and 
5,000  bushels,  in  effect 
purchasing  shares  in  the 
cooperative. 


Yet  for  all  the  theoreti- 
cal advantages  of  co-ops, 
not  all  of  them  can  cut  it. 
In  October  Golden 
Growers,  a  big  corn  co-op 
in  Wahpeton,  N.D., 
turned  over  the  operation 
of  its  struggling  high- 
fructose  corn  syrup  plant 
to  Cargill. 

Minnesota  Corn 
Processors,  the  country's 
largest  farmer-owned  wet 
milhng  plant,  found  itself 
in  such  a  cash  pinch  that 
it  sold  a  30%  percent 
stake  in  the  company  to 


ADM  this  May  for  $120 
million. 

Rodney  Christianson, 
chief  executive  of  the 
South  Dakota  Soybean 
Processors  group  and  a 
former  Cargill  executive, 
says  that  his  cooperative  is 
determined  to  remain 
independent.  Right  now 
his  chances  look  good, 
because  falling  soybean 
prices  are  making  his 
plant  more  profitable. 
Then  again,  the  other 
side  of  that  hedge  hurts. 
-Brett  Nelson  Hi 
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Active  partnership  is  powered  by  a  commitment  to  the  mutual  exchange  of  knowledge,  experience 

and  ideas.  By  poohng  our  mutual  resources,  we  can  work  together  to  create  custom-tailored  risk  management 

products  and  solutions  that  yield  superior  results  in  areas  like  cost  management  and  customer  service.  As  a  member 

of  the  worldwide  Zurich  Group,  we  provide  extensive  financial  strength,  and  offer  long-tenn  active  partnership 

to  you.  For  more  information,  contact  your  agent  or  broker,  or  call  1-800-382-2150  today. 

Zurich- American.  The  Power  of  Partnership.® 


ZURICH 

www.zurichainerican.com 


f  ©1997  Zurich  Insurance  Company 


Coverages  underwritten  by  Zurich  Insurance  Company  or  another  member  of  Zurich-American  Insurance  Group. 
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FIDELITY'S  ULTRA  SERVICE  ACCOUNT:  CONSOLIDATE  YOUR  INVESTMENTS  WITH  ONE  ACCOUNT* 
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ONE  CONSOLIDATED 

STATEMENT 

Get  a  single  statement  covering  all 

your  investments.  Plus,  24-hour 

account  information  by  phone  or 

online,  and  access  to  82  Investor 

Centers  nationwide. 

MORE  MUTUAL 

FUND  CHOICE 

FundsNetwork  provides  access  to 

more  than  3,300  funds  and  300  fund 

families,  including  over  800  with 

4-  or  5-star  Momingstar  ratings.' 

LOWER 

BROKERAGE  COSTS 

Online  stock  trades  from  $14.95  for 

active  traders;  from  $19.95  for  other 

brokerage  customers.' 

EASY  CASH 

MANAGEMENT 

Benefit  from  an  income-producing 
money  market  account,  charge  or  check 

cards,  unlimited  checking^  free  ATM 
transactions,  and  electronic  bill  payment. 

RESEARCH  TOOLS 

Third-party  brokerage  research  from 

Salomon  Brothers^  and  online  analysis  tools 

lifee  Stock  Evaluator'"  and  Fund  Evaluator."" 


Fidelity's  Ultra  Service  Account  consolidates  your  investments.  And  expands 
your  opportunities  to  manage  them  wisely.  Use  it  to  invest  in  Fidelity  and  non- 


Fidelity  mutual  funds  available  through  FundsNetwork'* 
Or  to  buy  stocks  and  bonds.  Or  both.  The 
choice  is  yours.  Plus,  it's  easy  to  manage 


and  access  your  money  with  options  like 
an  income-producing  money  market 
account,  charge  or  check  cards,  unlimited 


checking,  free  ATM  transactions,  and 


more.  You'll 
"""  even  get  independent 

research  capabilities,  24-hour  service  and 
electronic  access.  All  in  one  account.  On  one 
statement.  From  one  company. 

The  Ultra  Service  Account.  It  does  more 
than  help  control  your  investments.  It  can  help 
simplify  your  life. 


Take  Control 
Today 


Call  for  your  free 

Ultra  Service  Account 

kit  or  visit  your  local 

Investor  Center. 


1-800-544-2997 


www.fidellty.com 


Fidelity 


Investments 


WHERE   12   MILLION   INVESTORS  PUT  THEIR  TRUST. 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Past  performance  is  no  guarantee  of  future  results.  Source:  Momingstar  data  as  of  9/30/97  and  includes  all  equity  and  bond  funds  tracked  by  Momingstar.  Highly  rated  funds  were 
defined  as  those  funds  that  have  a  4-  or  5-star  overall  Momingstar  rating.  FundsNetwork  offers  access  to  575  4-star  and  253  5-star  rated  (unds  out  of  2,914  funds  as  of  9/30/97 
Momingstar  equity  fund  universe  includes  domestic  stock  funds  (which  included,  but  were  not  limited  to,  growth  and  income,  and  equity  income  objectivesl  intemational  stock 
funds  and  specialty  funds.  Momingstar  bond  fund  universe  includes  both  ta.\able  and  nontaxable  fund.<;.  Momingstar  proprietary  ratings  reflect  historical  risk-adjusted  perfomiance 
as  of  9/30/97  The  ratings  are  subject  to  change  ever\'  month.  Momingstar  ratings  are  calculated  from  a  fund's  3-,  5-  and  10-year  average  annual  returns  in  excess  of  90-day  Treasur)-, 
including  toads,  if  appropriate,  and  a  risk  factor  that  reflects  perfomtance  below  the  90-day  Treasur)'.  Of  all  funds  in  each  category,  10%  rate  5-stars  from  Momingstar,  22.5%  rate 
4-stars.  'For  stock  trades  placed  online  \aa  the  Web  or  Fidelity  On-line  Xpress+"*'  in  qualif)'ing  accounts  of  active  traders,  the  ba,se  rate  is  $14.95.  The  base  rate  for  stock  trades  placed 
online  for  other  retail  customers  is  $19.95.  For  equity  trades  up  to  1000  shares,  pay  the  base  rate.  For  trades  between  1 ,001  and  4,999,  pay  the  base  rate  plus  $.03  for  each  sharc  over 
1,000  For  trades  of  5,000  shares  or  more,  pay  the  base  rate  plus  $.02  for  each  share  over  1,000.  For  shares  pnced  under  $1,  pay  the  lesser  of  the  rate  as  calculated  above  or  3%  of 
principal,  subject  to  a  minimum  commission  equal  to  the  base  rate.  There  is  a  $3  premium  per  trade  for  limit  and  stop  orders.  The  premium  is  waived  until  12/1/97  for  Spartan  Active 
Traders  and  does  not  apply  to  Spartan  Gold  Circle  customers.  Active  traders  refer  to  those  customers  whose  accounts  qualify  for  Spartan  Active  Trader  Pricing  or  Spartan  Gold  CiR-!o 
pncing.  To  qualify  customers  must  make  at  least  36  or  72  stock,  bond  or  option  trades  per  year  respectively  and  maintain  a  minimum  account  balana'  or  $20,000  ($100,000  ior 
retirement  accounts).  To  qualify  for  unlimited  checking,  you  must  open  your  account  with  at  leasi  $10,000,  and  request  the  "enhanced  checkwriiing  privileges"  option  on  vour 
application  'Individuals  who  are  in  the  business  of  being  a  broker,  dealer,  or  underwriter  of  any  type  of  secunties  or  financial  instmments,  or  who  arc  registered,  or  required  lo  be 
registered,  with  the  New  York  Stock  Exchange  arc  not  eligible  to  receive  Salomon  Brotliers  Research.  FundsNetwork  is  a  rcgistcrc'd  trademark  of  FMR  Corp.  and  a  service  of  Fidehiy 
Brokerage  Services,  Inc.  Member  NYSE,  S'PC.  Fidelity  Distributors  Corporation.  2b/42714.001 
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Who  cares  about  the  deficit? 

The  government  tax  take  is  higher  than  ever. 

Grab,  grab,  grab! 


By  Peter  Brimelow 

Yes,  yes,  we  know  the  federal  deficit  is  coming  down 
(slowly — see  chart  below).  More  significant,  from  Forbes' 
point  of  view:  The  Congressional  Budget  Office  has  final- 
ly released  its  estimates  of  what  the  much  touted  1997 
federal  budget  deal  means  in  the  context  of  the  overall 

economy.   This   enables  us   to 
Spending  as  %  of  GDP         assess  its  effect  on  government 

34  I  spending  as  a  share  of  GDP — 

what  we  call  the  "govern- 
ment grab. 
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■  First,  the  good  news:  The  government  grab  is  lessen- 
ing. Federal  spending  peaked  at  22.6%  of  GDP  in  1991, 
when  recession  shrank  the  economy  and  triggered  coun- 
tercyclical programs  like  unemployment  benefits,  and  also 
because  of  Bush's  backsliding  on  spending  cuts.  The  grab 
is  down  to  an  estimated  20.3%  of  gdp  now  (1997)  and  is 
projected  to  lessen  even  fiirther. 

Dark  lining  in  this  silver  cloud:  The  lessened  govern- 
ment grab  is  almost  entirely  due  to  declining  defense 
spending,  down  from  5.5%  of  gdp  in  1991  to  an  estimat- 
ed 3.4%  now.  Without  this  defense  decUne,  the  gov- 
ernment grab  under  Clinton  has  been 
strikingly  consistent,  aver- 
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Total:  Federal,  state  &  local  spending 


State  &  local  spending— %  of  GDP 
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The  deficit  has  lessened — but 
only  because  of  declining 
defense  spending. 


Federal  spending 


Deficit 
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Federal  tax  receipts 


Federal  spending  excluding  defense 


'90  '91  '92  '93  '94  '95  '96 

Fiscal  year 


'97  '98  '99  2000         2001 

Sources:  Office  of  fi^anagement  &  Budget;  Congressioml  Budget  Office. 
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One  of  the  largest  agribusiness  companies  in  tine 
world.  A  multimillion-dollar  export  deal  at  stake. 
The  Bunge  Group  required  structured 
long-term  US$  financing  for  its  subsidiary, 
Santista  Alimentos  S.A.,  one  of  Brazil's  largest 
food  companies.  The  deal  was  underway,  its 
year-end  deadline  critical.  But  late  in  November, 
an  impasse. 

Risk  containment  for  the  vast  number  of 
Santista's  import  clients -plus  the  exacting 
government  approvals  needed  for  the  dollar 
financing— threatened  to  take  more  time  than 
the  project  had  left. 

That's  when  Dresdner  Kleinwort  Benson 
stepped  in.  Our  innovative  approach  restruc- 
tured the  deal  around  the  excellent  credit  rating 
of  a  single  U.S.  importer  rather  than  the  many 
global  entities.  And  we  kept  in  close  touch 
with  Brazilian  regulatory  authorities  all  through 
December. 

Persistence  paid  off.  We  got  approvals  and 
funded  the  deal  on  the  same  day-the  last 
business  day  of  the  year. 

The  lesson  is  simple:  The  best  way  to  start 

a  project  is  to  find  a  partner  who  can  help  you 

finish  it.  A  partner  like  Dresdner  Kleinwort  Benson. 

What  innovative  global  thinking  can  we  bring 

to  your  business?  Call  David  Kubie  at  212  429-2240. 
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^   Dresdner  Kleinwort  Benson 
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Federal  tax  take  rises— total  tax 
take  at  alltime  high. 
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D  Total:  Federal,  state  &  local  tax  receipts 


State  &  local  tax  receipts— %  of  GDP 


The  Clinton  era 


Federal  tax  receipts 


•90  '91  '92  '93  '94  '95  '96 

Fiscal  year 


'97  '98  '99  2000         20(| 

Sources:  Office  of  Management  &  Budget:  Congressional  Budget  Office.  I 


aging  about  17.2%  of  GDP  despite  the  long  economic 
upswing.  The  projected  further  lessening  in  the  govern- 
ment grab  is  critically  dependent  on  continued  defense 
declines — and,  to  a  lesser  extent,  on  continued  interest 
rate  reductions. 

The  government's  inability  to  loosen  its  grip  on  the 
economy  is  rooted,  of  course,  in  entitlements  (Social 
Securit\^,  Medicaid,  etc.).  Nondefense  discretionary  spend- 
ing has  actually  fallen,  modesdy,  from  3.9%  of  gdp  in  the 
early  Clinton  years  to  an  estimated  3.5%  now. 

More  disturbing  news:  State  and  local  government 
spending  appears  to  be  expanding  into  the  vacuum,  up 
about  a  percentage  point  from  8.9%  of  gdp  in  1990  to 
9.8%  now. 

This  is  not  a  coincidence.  Federal  politicians  are  devel- 
oping the  nasty  habit  of  cutting  their  own  spending  by 
ordering  state  and  local  governm.ents  to  pay  for  pet 
programs. 

■  Now  the  really  bad  news:  Taxes  went  up  decisively 
(see  chart  above).  Federal  tax  receipts — what  we  call 
the  "tax  take" — are  now  an  estimated  19.8%  of  gdp. 
The  state  and  local  tax  take  is  increasing,  too,  to  an 
estimated  11.1%  of  gdp.  So  the  total  tax  take  (30.9% 
of  gdp)  exceeds  the  previous  peaks  of  1981  (30.2% 
of  gdp)  and  1944  (25.4%  of  gdp).  This  year's  total 
tax  take  is  the  highest  in  U.S.  history.  Remember  this 
when  your  local  pol  crows  that  he  or  she  has  cut 
your  taxes. 

You  want  something  else  to  worry  about."  A  real 
fiscal  crisis  still  looms,  early  in  the  21st  century, 
when  baby  boomers  retire.  The  1997  budget  deal 
put  a  dent  in  this  crisis,  basically  through  cutting 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


Medicare  reimbursements  (see  chart  below).  But  thel 
budget  deal  also  added  another  entitiement  program— 1 
health  insurance  for  children  in  low-income  families.  lil 
experience  is  a  guide,  this  may  eventually  swell  to  fouil 
times  its  predicted  size,  enough  to  be  visible  on  our  chart. 
(Typically,  matching  costs  were  also  imposed  on  thej 
states.) 

■  The  all-too-obvious  con- 
clusion: Budget  balancing 
has  been  achieved  through 
higher  tax  revenues,  not 
by  controlling  domestic 
spending — and  the  enti- 
tlement   monster    still 
hovers  in  the  wings.  IB 


Federal  spending  as  %  of  GDP 
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n  it  comes  to  bourbon,  the  first  name  on  everyone's  lips  is  the 
d  that's  #1  worldwide.  Jim  Beam.  Now  there's  another.  Booker 
-Jim  Beam's  grandson  and  Master  Distiller  Emeritus.  He 
ted  Booker's,  the  ultra-premium  small-batch  bourbon  that 
ched  a  new  category.  A  category  led  by  Beam's  #1  best-selling 
3  Creek.  These  are  the  bourbons  of  connoisseurs. 

3ooker's  formula  may  be  secret,  but  ours  isn't.  It's  our  unique 
id  of  great  brands.  Like  Jim  Beam,  Titleist,  Foot-Joy,  Cobra, 
m,  Master  Lock,  Day-Timer,  Swingline  and  ACCO.  Backed  by 
e  than  a  dash  of  great  marketing,  great  financial  resources 
great  people. 

Fortune  Brands  is  determined  to  be  one  of  the  world's  most 
:essful  consumer  products  companies.  Already,  we're  fast 
oming  the  toast  of  Wall  Street.  Because  we  have  the  right  spirit." 
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Crime  rates  are  down.  Are  Americans  overspending  for  security? 

Your  money  or  yoiur  life^ 


By  Kelly  Barron 


Security  industry  revenues  ($billions) 
$60-1 


The  experts  keep  telling  us:  Report- 
ed crime  in  the  U.S.  has  fallen  in  the 
past  five  years.  Total  incidents  were 
down  9%  from  1991  to  1996, 
according  to  the  Federal  Bureau  of 
Investigation.  More  striking:  The 
number  of  murders  plummeted  20%. 
And  those  are  raw  numbers.  Per 
capita,  which  is  a  better  measure  of 
risk,  the  picture  looks  even  brighter. 

And  yet  Americans  keep  right  on 
buying  more  and  more  protection. 

Revenues  for  the  security  indus- 


try— a  highly  fragmented  business 
that  includes  everything  from  home 
burglar  alarms  to  guard  services  to 
locks — have  risen  46%  over  the  past 
five  years,  to  an  estimated  $57  billion. 

Spending  on  cops  has  risen,  too — 
by  113%  from  1983  to  1993  (the 
most  recent  figures  a\ailable  from  the 
U.S.  Bureau  of  Justice  Statistics).  Part 
of  that  is  unions  driving  up  salaries, 
but  it's  also  because  there  are  more 
officers  and  more  equipment. 

Why  is  spending  rising  while  the 


— I 1 1 1 1 

'91     '92     '93     '94     '95     '96 

Source:  STAT  Resources   -: 

Total  crime  (number  of  offenses  in  millions) 
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Source:  Federal  Bureau  of  Investigation. 

Paradox?  Maybe  rising  incomes 
make  protection  seem  cheaper. 


threat  recedes.'  "The  best 
advertising  a  securit)'  company 
has  is  the  local  telexision  news," 
cracks  Jason  Knott,  editor  of 
Security  Sales  magazine.  Local 
broadcasts  are  difficult  to  track, 
but  the  Center  for  Media  & 
Public  Affairs  says  coverage  of 
murders  on  net\vork  news  pro- 
grams rose  336%  from  1990  to 
1995 — and  this  excludes  the  O.J. 
Simpson  case. 

If  there  is  more  blood  and  guts  on 
the  tube,  it's  been  a  boon  for  the  likes 
of  Tyco  International  Ltd.,  which  sells 
security  systems  and  recendy  acquired 
.\DT  Ltd.,  making  it  the  largest  home 
alarm  company  in  North  America.  Its 
stock  has  risen  56%  since  the  begin- 
ning of  the  year,  to  S40.56  (adjusted 
for  a  recent  stock  split).  Earnings  and 
revenues  are  up  35%  and  30%,  respec- 
ti\ely,  from  a  year  ago. 
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Dream  Machine. 
Not  The  Bike.  The  Digital  Color  Copier. 
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Electr.^n^cs  'sr  Imao.ng. 


Digital  Color  Copier  For  Every  Department.  Every  Company.  M4,895< 


Digital  Color  +  Productive  B  &  W 
Jonverts  to  network  printer-scanner 
Unique  optional  embedded  Fiery 
Prints  up  to  11  X  17  format 

driven  ^^ 

Aficio  Color  2003 


3M 


Brilliant  color  every  office  can  afford.  Spectacular 
presentations  every  time.  Experience  the  productivity 
of  easy,  smart  digital  features  for  thousands  less. 
Get  a  demo  of  your  colorful  future  from  the  #1  maker  of 
digital  copiers  in  the  USA,  Call  800  63  RICOH. 
Online  ww/w. ricoh-usa.com 
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fixing     health     care     isn't 

exactly     brain     surgery. 

(if     only     it     were     that     easy.) 

About  the  only  aspect  of  the  health  care  debate  any  two  people  might  agree  on  is  that 
the  system  needs  work.  Some  might  say  considerable  work.  That  said,  we'd  like  to  weigh 
in  with  a  few  ideas  of  our  own  since  we're  actually  in  the  position  to  do  something  about 
it.  ■  First  of  all,  the  paramount  focus  of  health  care  must  be  quality.  It  should  be  the  only 
reason  we're  in  this  business- to  help  raise  the  quality  of  care  not  just  for  our  members, 
but  for  all  Americans.  Which  is  why  we're  working  to  enable  a  level  of  health  care  never 
available  under  the  old  fee-for-service  system.  ■  Of  course,  we  can't  do  this  alone. 
So  we're  joining  with  academic  medicine  to  make  the  system  better.  That's  the  reason  we've 


pioneered  and  allocated  $15  million  to  fund  the  Academic  Medicine  and  Managed 
Care  Forum.  An  ongoing  gathering  of  our  experts,  and  those  from  more  than  30  of  the 
nation's  leading  universities  and  teaching  hospitals.  Including  Johns  Hopkins,  \ale, 
Emory,  Baylor  and  Stanford.  Together,  we're  seeking  new  ways  to  reach  out  and  help 
make  sure  patients  get  the  health  care  they  need.  ■  Already,  we  send  timely  reminders 
that  encourage  members  to  see  their  doctors  for  immunizations  to  prevent  illness  and 
to  get  screenings  that  help  physicians  diagnose  disease  early  enough  to  do  something 
about  it.  If  at  first  they  don't  respond,  we  remind  and  remind  again.  Just  one  result  is  a 
significant  reduction  in  late-stage  breast  cancer.  ■  To  better  manage  chronic  diseases, 
we've  created  outreach  efforts  that  have  reduced  asthma  emergencies  609^,  promoted 
eyesight-saving  laser  therapy  for  diabetics  and  improved  the  quality  of  life  for  people 
with  congestive  heart  failure.  ■  In  case  oi  rare  illness,  our  National  Medical  Excellence 
Program*  assigns  a  nurse  case  manager  who  coordinates  access  to  some  of  the  nation's 
leading  specialists  and  hospitals,  when  appropriate  care  is  not  available  locally.  It's  our 
policy  and  it  should  be  everyone's.  ■  Frankly,  there's  more  work  to  be  done.  And  with 
the  stakes  so  high,  we're  obligating  ourselves  to  do  more  than  our  share  of  it.  Because  no 
matter  how  complex,  it  has  never  been  our  policy  to  turn  our  back  on  a    T^    AtI  iUl 

[)roblem.  Whether  it's  that  of  a  patietit,  or  of  an  entire  health  care  system.  ^^  HealthCarB 

Youll  M  Wmr witli ns.* 


©IW7  Aeliui  U.S.  llfalllicaic  Inc.   www.arliuuislu.c. 


oin 


INCOME  STOCKS 
FOR  LOWER  RISK 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con- 
servative stock  funds,  seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The  fund  invests  in  divi- 
dend-paying stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatility,  relatively  steady  income,  and  enhanced 
total  return  through  the 
reinvesting  and  com- 
pounding of  dividends. 

A  strategy  that  has  out- 
performed Lipper  and 
earned  Morningstar's 
highest  rating.  The 

fund  has  outperformed  its 
Lipper  Category  Average. 
And,  it  was  awarded  a 
five-star  (*****)  rating 


Average  Annual  Total  Returns 

as  of  9/30/97* 

■  Equity  Income  Fund 

■  Lipper  Eqviity  Income  Funds  Average 

33.02%  3415% 


12.30% 


1  year 


5  years 


10  years 


for  its  overall  risk-adjusted  performance  by  Morningstar. 
The  fund  was  rated  among  2, 143;  1, 187;  and  638  domestic 
equity  funds  for  the  3-,  5-,  and  10-year  periods  ended 
9/30/97,  respectively.** 

If  you  want  the  return  potential  of  stocks  but  would  like 
to  reduce  your  exposure  to  the  ups  and  downs  of  the  market, 
this  fund  may  be  an  appropriate  addition  to  your  portfolio. 
Past  performance  cannot  guarantee  future  results.  $2,500 
minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  icit 
including  a  prospectus 

1-800-401-4627 

www.  troweprice.  com 


Invest  With  Confidence 

TRoweftice 


^Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase. 

**  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  9/30/97.  These  ratings  may 
change  monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day 
Treasury  bill  returns.  The  fund  received  5  stars  for  the  3-,  5-,  and  10-year  periods.  Ten  percent  of  the  funds  in  an  invest- 
ment category  receive  S  stars. 
Read  the  prospectus  carefully  before  investing.  T  Kowe  Price  Investment  Services,  Inc.,  Distributor  eifo38882 


The  home  security  division  or 
Pittston  Brink's  Group,  famous  for  it 
Brink's  armored  cars,  accounted  for 
17%  of  the  company's  revenues  anc 
44%  of  its  operating  profits  last  year.l 
Lojack  Corp.,  which  tracks  stolen! 
automobiles,  made  it  onto  the  ForbesI 
200  Best  Small  Companies  list  byl 
posting  five-year  average  earnings  per| 
share  of  159%. 

There    are    no    signs    that    thel 
improved  crime  statistics  are  slowing! 
the  growth.  Borg-Warner  Security! 
Corp.  sees  potential  in  a  high-techl 
alarm  system  it  plans  to  roll  out  in| 
1998.  Targeted  mainly  for  commer- 
cial  use,  the   system   can  identify! 
whether  it  was  actually  a  human 
being  that  set  it  off — minimizing  the] 
prevalent  problem  of  false  alarms. 
Like  most  everything  else,  burglar] 
alarms  are  going  techier  and  techier. 
Nowadays  the  average  home  security! 
system  costs  roughly  $1,400  to  install  [ 
and  $20  a  month  to  monitor.  Moni- 
toring contracts  range  from  three] 
years  to  five  years. 

That  monitoring  is  like  the  blades  I 
for  the  razor  company  or  the  film  for 
cameras — it's  where  the  real  monev  is 
made.  Thanks  to  the  microchip,  over- 
head for  alarm  companies  is  relative- 
ly low.  A  ten-person  securit)^  team  can 
monitor  more  than  200,000  residen- 
tial alarm  systems  from  a  central  sta- 
tion that  is  wired  into  the  company's 
home  accounts. 

Increased  competition  may,  of  I 
course,  squeeze  monitoring  margins, 
but  the  demand  for  home  securit}'  is 
likely  to  continue  rising.  Esmael 
Adibi,  director  of  the  Anderson 
Center  for  Economic  Research  at 
Chapman  University  in  Orange, 
Calif.,  explains  why:  "Incomes  have 
gone  up,  and  paying  for  security  as  a 
percentage  of  our  incomes  is  becom- 
ing cheaper  and  cheaper  because  of ' 
the  competitiveness  of  the  industry." 

And  if  the  brighter  crime  statistics 
dissuade  some  customers,  the  alarm 
industry  can  point  to  another  set  of 
statistics:  One  reason  for  safer  streets 
is  a  temporary  dip  in  the  number  of 
16-to-2 5 -year-olds — prime  time  for 
crime.  But  that's  going  to  change 
early  in  the  next  century,  when  that 
age  category  bulges  again.  Let's  hope 
those  alarms  and  locks  have  a  ten-year 
warranty.  IB 
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Geography 
as  destiny 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell 
is  an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


One  of  the  seemingly  invincible  notions  of 
our  times  is  that  great  disparities  in  income  and 
wealth  are  strange,  suspicious  and  probably  sin- 
ister. However,  diere  are  large  differences  in 
productivity  behind  income  and  wealth  differ- 
ences, whether  among  nations  or  among  indi- 
viduals. Many  of  diese  national  differences  in 
productivity  are  due  to  geography,  rather  than 
to  human  beings. 

In  the  early  20th  century,  the  average 
income  in  the  Balkans  was  only  about  one- 
fourth  of  the  average  income  in  Western  Euro- 
pean nations.  Much  of  this  was  a  result  of 
geography. 

Western  Europe  had  produced  an  industrial 
revolution,  based  not  only  on  technolog)^  but 
also  on  the  presence  of  iron  ore  and  coal 
deposits,  the  key  ingredients  in  the  production 
of  iron  and  steel — ^which  in  turn  were  key 
ingredients  of  industrial  production.  Not  only 
were  such  deposits  lacking  in  the  Balkans,  there 
was  no  economically  feasible  way  to  ship  these 
ores  there.  There  were  no  such  networks  of 
navigable  waterways  in  the  Balkans  as  in  West- 
ern Europe,  and  mountain  ranges  blocked 
much  of  the  region  from  overland  shipments. 

Not  only  have  material  things  suffered  from 
geographical  handicaps,  so  have  the  people 
themselves.  Isolated  peoples  have  usually  been 
backward  peoples,  whether  they  were  isolated 
by  mountains,  jungles  or  other  geographical 
handicaps,  such  as  living  on  tiny  islands  scat- 
tered across  a  vast  and  empt)'  sea. 

Put  differendy,  the  size  of  a  people's  cultural 
universe  mfluences  how  far  they  can  develop, 
technologically  and  culturally.  When  British 
settiers  crossed  the  Adantic  and  confronted  the 
Iroquois  in  North  America,  they  did  not  con- 
front each  other  simply  as  the  British  versus  the 
Iroquois.  They  confronted  each  other  as 
people  with  very  different  cultural  universes  of 
very  different  sizes. 

The  British  were  able  to  cross  the  Adantic  in 
the  first  place  only  because  of  cultural  advances 
that  they  had  borrowed  from  other  peoples  in 
Europe,  Asia  and  the  Middle  East.  The  British 
steered  their  ships  with  rudders  invented  in 
China.  They  were  able  to  navigate  with  instru- 
ments based  on  trigonometry,  invented  in 
Egypt.  Their  calculations  were  done  with  num- 
bers invented  in  India.  Much  of  what  they 
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knew  about  the  world  in  general  was  acquired 
by  reading  material  written  in  letters  in\'cntcd 
by  the  Romans. 

The  Iroquois  had  no  similar  cultural  uni- 
verse. They  could  not  draw  upon  die  cultures 
of  the  Aztecs  or  the  Incas,  for  none  of  these 
three  groups  knew  of  each  others'  existence, 
much  less  the  existence  of  other  cultures  on  thi 
other  side  of  the  oceans  that  surrounded  and 
insulated  them  all. 

One  reason  for  the  greater  cultural  isolation 
in  the  Western  Hemisphere  was  that  North  ani 
South  America  contained  no  horses,  oxen  or 
other  animals  capable  of  carrying  heavy  loads 
for  long  distances.  This  limited  how  much 
trading  could  go  on  and  how  great  a  distance  i 
would  pay  to  move  products  by  the  cosd\'  use 
of  human  porters.  In  turn,  that  meant  limiting 
the  range  of  cultural  contacts  in  general. 

Isolated  peoples  have  usually 
been  backward  peoples. 


Indian  canoes  could  travel  for  considerable 
distances  on  water  but  there  was  litde  or  no 
economic  incentive  to  build  larger  vessels, 
capable  of  longer  trips,  since  there  were  severe 
limits  on  how  much  cargo  could  be  moved 
when  the  vessels  landed. 

Just  the  fact  that  the  vast  Eurasian  land  mass 
spreads  from  east  to  west,  while  the  continents 
of  the  Western  Hemisphere  spread  from  north 
to  south,  also  limited  the  size  of  the  cultural 
universe  differendy  in  the  two  regions  of  the 
world.  At  a  time  when  most  of  the  human  race 
was  engaged  in  agriculture  or  in  animal  hunt- 
ing or  animal  husbandry,  knowledge  of  specific 
crops  and  particular  animals  was  far  more 
widely  applicable  when  spread  from  east  to 
west  than  when  spread  from  north  to  south. 

Knowledge  of  rice  cultivation,  for  example^ 
could  spread  all  the  way  across  Asia  and  into 
Europe  because  much  of  Asia  and  Europe  is 
in  similar  latitudes,  with  similar  climates.  But 
bananas  could  not  spread  from  Central  Amer- 
ica to  Canada  because  north-south  movement 
involves  bigger  changes  in  climate. 

Similarly,  many  tropical  animals  do  not  exist 
in  colder  climates,  so  knowledge  of  how  to 
hunt  or  domesticate  animals  cannot  be  trans- 
ferred as  far  from  north  to  south  as  it  can  from 
east  to  west. 

All  this  is  not  a  matter  of  praise  or 
blame,  or  even  of  genes.  Human  beings 
may  discriminate  against  particular  groups, 
but  geography  discriminates  more  powerful- 
ly against  whole  peoples,  nations  and 
civilizations.  H 
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CONCORD 

Watchmakers  Since  1908 


SWISS 

For  information. 
1-888-81 -CONCORD 


$8,900. 


Ionian 

TIMES 

Las  Vegas,  NV   1 -800-40WATCH 

K1WATCH 
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THE  ART  OF  PERFORMANCE:  THE  MAKING  OF  A  LEGENDARY  CLASSIC;,^ 


Pete  Sampras:  Winner  of  four  U.S. 
Open  titles;  three  consecutive 
Wimbledon  titles;  and  in  1996 
ranked  number  one  in  the  world  for 
the  fourth  straight  year. 
Said  The  New  York  Times  of 
Sampras:  "it's  just  possible  we 
have  a  latter  day  classic  on  our 
hands." 
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Movado  wakhn 
are  exhibited  in 
these  museums 
around  the  world; 

Stootliches  Museum 
fijr  ongewondte  Kunsf, 
'Neue  Sommlung', 
Munich,  Germony 

Museum  Modeme  Kunst 
Vienno,  Austrio 

Museo  de  Arte  Modeme 
Bogota,  Colombia 

Museum  Boymons-von 
Beuningen,  Rotterdam, 
The  Netherlands 

Museo  de  Arte 
Contemporoneo, 
Caracas,  VenezueJo 

Finnish  Museum  of 

Horology, 

Espool/Helsinki 

Sezon  Museum  of  Art 
Tokyo,  Japan 

Museum  of  Decorotive  Ar 
Copenhagen,  Denmark 

Museo  de  Bellas  Arfes 
Bilboo,  Spain 

Design  Museum 
London,  England 

Kawasaki  City  Museum 
KowGsaki,  Japan 

Victoria  and  Albert 
Museum, 
London,  England 

A^useum  Ludwig 
Cologne,  Germany 

Museum  Beyer 
Zurich,  Switzerland 

Museu  de  Arte 
de  Sao  Paulo, 
Sao  Paulo,  Brazil 


The  Museum  Sapphire  Bracelet 
Watch.  Black  finish  solid  stainless 
steel  case  and  bracelet.  Flat,  scratch- 
resistant  sapphire  crystal.  Swiss 
quartz  movement.  Water  resistant  to 
99  feet.  His  or  hers,  $1195. 


MOVADO. 

The  Museum. Watch. 
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^  .  ='>:••    •  Churchs  Chicken  ^  ''  ■ 
^-'C,',)    ^-^  President  Hala 
'  /\f^-''Moddelmog 

*         Conjuring  up  child- 
hood memories  of 
home-fried  chicken, 
okra  and  honey- 
buttered  biscuits. 


This  sophisticated  executive  has  never  forgotten  her  modest 

blue-collar  upbringing.  That's  an  asset  that  keeps  her  in  touch  with  her  customers. 

Down-home  girl 


makes  good 


By  Christine  Foster 

Growing  up  in  the  tiny  (pop.  5,000) 
northeast  Georgia  town  of  Hartweli 
in  the  1960s,  Hala  Moddelmog 
would  get  decked  out  in  her  best  hat 
with  matching  purse  each  Sunday  and 
head  with  her  family  to  morning  ser- 
vices    at     Cokesbury     Methodist 
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Church.  Then  off  to  Grandma's  for 
fried  chicken,  okra  and  honey-but- 
tered biscuits,  lingering  at  the  table 
for  conversation  long  after  the  last 
drumstick  was  clean. 

Some  25  years  on,  Moddelmog  is 
trying  to  recreate  that  feeling  on  a 


grand  scale.  Now  41,  the  little  girl 
has  become  an  elegant  and  articulate 
businesswoman,  die  $260,000-a-ycAr 
president  of  $676  million  (1996 
sales)  Churchs  Chicken.  Moddelmog 
now  drives  a  Land  Rover  and  has  a 
personal  shopper  to  pick  out  her 


73 


nil 


brought  you  a  littN 


GTE  Internetworking 


BBN  built  the  forerunner  to  the  Internet, 
and  sent  the  world's  first  e-nfiail. 
They  run  the  world's  leading  Internet 


researcn  center,  BBN  Technologies. 
Now,  EBN  has  joined  forces  with  GTE 
to  create  GTE  Internetworking.  We're 


investing  hundreds  of  millions  of  dollail 
to  build  a  backbone  network  100  timej 
bigger  than   today's   Internet-   bi 
enough  to  withstand  the  rigors  cl 
business.  For  companies   large  an] 


:hing  called 


-mall  this  means  a  quicker,  more 
pliable,  more  secure  way  of  doing 

usiness  on  the  Internet.  In  fact,  GTE 
Itnternetworking  provides  the  only 

'eb  hosting  service  that  has  aced 


the  Internet. 


every  security  test  thrown  at  them 
by  the  National  Computer  Security 
Association.  To  find  out  more,  call  us 
at  800-472-4565,  or  visit  our  web  site 
at  www.internetworking.gte.com. 
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INTERNETWORKING 

POWERED    BY    BBN" 
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A  Professional 

Interior  Designer 

Will  Get  It  Right  and 

Manage  The  Process. 

ASID  will  connect  you  with 

the  professional  who's  right 

for  your  business  goals 

and  your  budget. 

Worldwide 
Interior  Design 
Referral  Service 

1-800-610-ASID(2743) 

ASID 

American  Society  of 
Interior  Designers 

http://www.interiors.org 


Why  Hala  did 
her  homework 


If  Hala  Moddelmog's 
Churchs  conveys  a 
slightJy  old-fashioned, 
hometown-America 
image,  it  comes  natu- 
rally to  her.  Her 
father,  a  power- line 
worker  in  the  httle 
town  of  Hartwell, 
Ga.,  had  Uttle  formal 
education,  but  he 
valued  learning.  When 
the  family's  TV  broke, 
he  refused  to  replace 
it,  urging  his  three 
kids  to  spend  their 
extra  time  reading  or 
doing  science  projects. 


Her  mother,  a  secre- 
tary in  the  local  school 
system,  kept  up  with 
the  wider  world,  faith- 
flilly  reading  the 
Atlanta  Journal-Con- 
stitution after  the 
Sunday  dishes  were 
cleared.  Her  mother's 
conversation,  her 
interest  in  what  was 
going  on  beyond  die 
town  limits,  helped 
Hala  realize  there  was 
a  big  world  out  there. 

She  remembers 
lying  in  the  pasture 
behind  her  family's 
home,  watching  the 
planes  flying  out  of 
Adanta's  Hartsfield 
airport  and  imagining 
being  on  one  of  them, 


headed  somewhere 
exciting.  Hala  even 
told  her  family  that 
someday  she  would  be 
the  president  of  somo 
thing — she  just  wasn't 
sure  of  what. 

Instead  of  laughing||j 
at  the  thought  of  a      * 
small-town  kid  from 
modest  surroundings 
becoming  successful  in 
the  business  world,  a 
world  her  parents 
knew  htde  about,  they 
encouraged  her.  Just 
work  hard  at  school, 
they  said,  and  you  can 
do  it.  "The  only 
deadly  sin  in  our 
house  was  laziness," 
Moddelmog 
remembers.  -C.F.   WM 


designer  pantsuits,  but  she  has  never 
lost  touch  with  her  old-fashioned, 
small-town,  blue-collar  background. 
Grandma  may  be  working  herself 
these  days  and  thus  be  unavailable  to 
prepare  those  lavish  Sunday  dinners, 
but  there  are  still  plent)^  of  folks 
who  enjoy  a  good,  affordable  meal  in 
pleasant,  homey  surroundings. 

Moddelmog  worked  her  way 
through  Georgia  Southern  College  in 
Statesboro  and  then  earned  a 
master's  in  communications  at  the 
University  of  Georgia.  In  1981  she 
broke  into  the  restaurant  trade  as  a 
marketer  at  Arby's,  where  she  helped 
develop  a  popular  chicken  sandwich. 
After  stints  elsewhere,  Moddelmog 
returned  to  Arby's  in  1990.  Several 
years  later,  Churchs  was  looking  for  a 
new  president — and  it  was  also  look- 
ing for  a  new  focus.  The  45 -year-old 
chain,  with  1,327  oudets — mosdy  in 
the  South  and  Southwest — had  lost 
its  way.  It  had  become  just  a  place  to 
eat,  with  Htde  character. 

Taking  the  job,  Moddelmog 
approached  the  task  in  her  own  way. 
New  bosses  sometimes  come  on 
strong,  hoping  to  galvanize  the  staff 
with  a  mixture  of  fear  and  challenge. 
Choosing  a  softer  entry,  Moddelmog 
told  the  staff,  "I  don't  have  all  the 
answers,"  and  went  on  to  charm 


them  with  her  disarming,  easygoing 
southern  manner. 

Up  went  spiffy  new  logos  in  eye- 
catching yellow.  She  didn't  stint  on 
decor,  remembering  how  her  family, 
despite  its  modest  circumstances,  had 
made  those  Sunday  dinners  memo- 
rable by  trotting  out  the  linen  and 
the  best  china. 

Churchs  had  always  sold  itself  as 
the  home  of  traditional  southern- 
fried  chicken — but  until  Moddelmog 
took  over,  more  than  half  of  Churchs 
restaurants  served  plain  dinner  rolls 
rather  than  the  honey-buttered  bis- 
cuits that  were  once  a  hallmark  of 
southern  meals.  Moddelmog  outfit- 
ted every  store  with  its  own  oven  so 
it  could  make  the  biscuits  fresh. 

She  kept  prices  low:  For  $9.99  a 
family  of  four  can  stuff  themselves 
with  eight  pieces  of  southern-fried 
chicken,  okra,  fresh  biscuits  and 
mashed  potatoes.  But  Churchs  was 
no  longer  a  place  where  you  went 
just  because  you  got  a  lot  of  food  for 
a  tenner.  She  adopted  a  new  slogan: 
"Gotta  love  it." 

If  she  spent  money  where  it 
showed,  she  compensated  by  saving 
money  on  things  that  didn't  show — 
and  didn't  matter  to  customers. 
Moddelmog  now  buys  premarinated 
chicken,  eliminating  a  lot  of  labor  and 
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What  do  kids  really  want. 
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Preschoolers  to  teens...  we've  gottheit 
avorite  radio-control  vehicles,  ac  ,on^P     ed 
ga.es  and  i.aginat,ve.ect™cto^^^^^^^ 
ourstorenearyou,calll-800iHt  :> 

.,,.,  rariin^hack.com. 


RadioShack. 

You've  got  q«estions.We've  got  ans^vers. 
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DOCTORS  HAVE  TO  BALANCE 

A  MULTITUDE  OF  VARIABLES 

IN  TREATMENTS.  WE  MAY 

BE  ABLE  TO  BRING  SOME 

CERTITUDE  TO  THE  PROCESS. 


Every  small  advance  adds  yet 
another  tool  to  medicine.  And  yet 
another  factor  the  physician  has  to 
store  away  in  his  brain,  to  weigh 
against  hundreds  of  others  in  virtually 
every  treatment. 

Now  add  to  that  the  inexorable 
pressure  from  healthcare  providers  to 
contain  costs  and  increase  efficiency. 

This  is  the  backdrop  for  a  dramatic 
new  medical  technology  that  may  let 
physicians  destroy  diseased  or  target 
cells  with  high  selectivity,  minimal 
invasiveness,  and  minimal  effect  on 
healthy  cells. 

PhotoPoint'"  being  developed  by 


Miravant,  utilizes  highly-purified  syn- 
thetic drugs  which  are  activated  by  a 
special  non-thermal  light.  Applications 
as  diverse  as  cancer  and  eye  disease  are 
being  examined,  most  of  them  likely  to 
be  handled  on  an  outpatient  basis. 

Certain  of  these  drugs  appear  to 
naturally  collect  in  rapidly  reproduc- 
ing cells,  and  by  exposing  them  to  a 
different  wavelength  of  light  it  may 
also  be  possible  to  make  the  diseased 
cells  fluoresce,  thus  creating  a  com- 
pletely new  diagnostic  tool. 

In  short,  this  may  be  one  advance 
which  ultimately  simplifies  the  doctor's 
treatment  selection. 


P/ioioPoint  liiis  pounuat  w  sckcuidy  target  a  range  o[ 
abnormal  iissiics  in  the  hody,such  as  diseases  like  cancer  or 
retinal  abnornuilmes. 


In  cimcal  studies,  tbi:  Pbotofbint  drug  is  injected  and  is 
subsequently  retained  by  target  cells.h  rcmdias  inactive  until 
exposed  lo  a  specific  wavelength  o/non-  ifccmiii/  red  light. 


Light  is  directed  at  the  target  area.  A  small  di 
system  generates  ibc  /i^bt.  and  special  dcvica 
u itfcm  the  body  or  on  its  sirface. 


I 


XirgttcJ  cdh  arc  daaoycd  by  an  interaction  bcruccn  the  Jm? 
and  the  lighuxcith  minriTkil  hvmn  side  effects.  Pboiofbini, noii' 
in  clirUcal  trials,  is  being  developed  as  an  outpatient  procedure. 


Learn  more  about  P/iotofbint'"iind  Mirjiiint  (Nasdaq:  MRVTj  iit 
iioiaumiratanLcom.or  cull  toll-^ccdt  S8S-685-67S&  Tkcompjnys  products 
requi'c  U.S.  Food  and  Drug  Administraiion  approval  before  marketing. 
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storage  costs.  She  occasionally  varies 
the  menu,  realizing  that  one  member 
of  a  family  may  yearn  for  something 
a  bit  different.  But  don't  look  for 
quiche  and  white  wine  here — or 
pizza  and  beer. 

Two  years  ago  she  tested  a  line  of 
Mexican  food  products  in  the 
Macon,  Ga.  and  Austin,  Tex.  restau- 
rants. Big  flop,  quick  pullback.  "It 
was  our  most  costly  mistake,"  she 
says.  "It  reminded  us  in  a  fairly  large 
way  who  we  are."  Thus  when  Ted 
Beilman,  who  oversees  Churchs'  new 
product  development,  tried  to  sell 
Moddelmog  on  adding  turkey- based 
items,  she  said  no.  "She  aggressively 
protects  the  brand,"  says  Beilman. 

Churchs  does  plenty  of  market 
research,  but  Moddelmog  doesn't 
just  farm  out  the  task.  At  least  once  a 
week  she  takes  her  two  kids — Ty, 
now  12,  and  Kierstin,  now  9 — to  a 
different  Churchs  restaurant.  It  was 
the  children's  asking  for  something 
different  that  helped  convince  Mod- 
delmog to  add  spicy  wings  as  a  per- 
manent menu  item  in  April. 


Hala  Moddelmog  remembered 
how  her  family  made  Sunday 
dinners  memorable  by  trotting 
out  the  linen  and  the  best  china.  At 
Churchs  she  spruced  up  the  restau- 
rants with  fresh  paint,  nicer  menu 
boards  and  logos  in  eye-catching 
yellow.  Dining  there  is  fun  again. 


It  works.  Churchs'  comparable 
store  sales  have  gained  4.4%  annually 
on  average  since  she  arrived.  This 
compares  with  a  flattish  showing  for 
the  fast-food  industry  as  a  whole. 
This  year  Churchs  should  bring  in 
$743  million  in  sales,  up  from  $552 
million  four  years  ago.  Net  operating 
margins  have  improved  to  19%  from 
16%;  this  compares  with  15%  for 
competing  fast-food  chains.  Operat- 
ing profits,  $53  million  in  1994,  will 
probably  hit  $70  million  this  year. 

Soon  Moddelmog  will  see  how 
well  her  recipes  travel.  Columbus, 


Ohio-based  White  Castle  asked  to 
become  Churchs'  franchisees;  there 
are  now  56  of  their  cobranded  fast- 
food  restaurants  in  urban  centers 
across  the  country,  including  New 
York  Cit\^  and  Detroit. 

There  cost-conscious  customers 
can  choose  between  hamburgers  and , 
chicken.  The  jury  is  still  out  on  this 
experiment,  but  it's  enough  of  a  suc- 
cess so  far  that  the  company  is 
aggressively  forging  ahead  with  White 
Castle.  Expect  nine  additional 
cobranded  units  to  be  opened  by  the 
end  of  this  year.  H 


CFA  charterholders  know  it's 
not  only  a  good  idea  -  it's 
good  business. 


Ethics 


^aik/ 


CFA 


Tl  ^^ 


Over  24,000  investment  professioncils  from  63  countries  have  something  very  important  in  common. 
They  have  earned  the  right  to  use  the  CFA®  designation  —  Chartered  Financial  Analyst.  They  adhere 
to  a  rigid  code  of  conduct  that  promotes  the  integrity  of  the  investment  industry  worldwide.  And  that 
maizes  good  business  sense.  Because  trust  and  high  ethical  stcindards  are  the  foundation  of  cin  open 
marketplace  —  here  cind  abroad. 


A  universal  symbol  for  high  professional  standards  and  principles,  the  CFA  charter  is  sponsored  by  the  Association 
for  Investment  Mamagement  and  Research.  AIMR  adso  offers  an.  cirray  of  other  professional  development  programs 
designed  to  maintain  high  standards  for  CFA  charterholders,  their  employers  and  their  clients. 


For  more  information  and  a  free  brochure,  call  1-800-247-8132. 
Or  visit  our  Web  site  at  www.aimr.org. 
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SETTING  A  HIGHER  STANDARD 


Industry  standard-640x480  pixels 


New  Kodak  0C210-1152x864  pixels 


Presenting  the  easiest  way  to 

mprove  your  Image  at  the  office 
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STRESS 

MANAGEMENT 

SEMINAR 


V 


The  New  DC210  Zoom  Camera 

Use  it  right  out  of  the  box. 
One -touch  downloading  too. 


2.  Picture  Easy  2.0 

software  is  included.  There's  no 
simpler  way  to  manage  images. 


©TURN  THAT  FROWN 
UPSIDE-OOWN@ 


3.  Print  your  document. 

For  sharper  output,  use  any  Inkjet 
printer  and  KODAK  Inkjet  paper 


flE  NEW  KODAK  DIGITAL  SCIENCE  liC2]Q  ZOOM  CAMERA.  INCREDIBLE  PICTURES.  INCREDIBLY  AFFORDABLE. 


'erything  looks  better  with  the  affordable  DC210.  This  remarkable  camera  captures  a  million  pixels  per  picture, 
lich  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7"  photo.  And  with  our  Kodak  Digital 

:ience  Picture  Easy  Software  2.0,  cropping,  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about 

JOOU.S.  Find  out  more  about  our  full  line  of  digital  products  at  l-800-K0DAK-22orwww.kodak.com/go/dc210a     take  PicruqEs 


Kodak  4, 

digital  scieme'K.J 
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1997  Compaq  Compulor  Corporation.  All  riqWs  rosorved.  Comp 
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Trad«martt  OHice.  DesHpro  is  a  reg.steretttrabemartro(  Compaq  Compoler  Corporalion. 
^Corporation.  Not  all  products  m  the  Oeskpro  lamily  contain  the  Pentium  II  processor . 


The  headaches.  The  heartburn.  The  half-eaten 
lunches.  Running  a  network  isn't  easy.  Especially 
when  you're  the  one  doing  the  running.  At  Compaq, 
we  think  it's  time  that  changed. 

Introducing  the  new  Compaq  Deskpro  line,  a 
line  of  desktops  you  would  expect  from  the  com- 
pany that  sells  more  computers  than  anyone  on  the 
planet.  The  Deskpro  2000,  4000  and  6000,  all 
with  improved  Intelligent  Manageability,  offer  you 
what  you  want  most:  control. 

Control  over  installation,  configuration  and 
asset  management,  all  from  a  single,  convenient 
location.  Control  over  problems  before  they  happen, 
saving  critical  data.  Control  over  administrative,  life- 
time and  support  costs — keeping  total  cost  of 
ownership  low.  And  control  over  your  time.  So  you 
can  focus  on  the  future,  instead  of  repairing  the  past. 
The  Deskpro  4000N,  one  of  our  network-ready 
2     models,  gives  you  even  better  control  over  structured 
I     work  environments.  Because  it  has  no  removable 
r     media. drives  and  requires  less  space,  it's  the  ultimate 

I    choice  in  manageable  computing. 
i'^       And  with  ODM,  Compaq's  Optimized  Delivery 
Model,  your  new  Deskpro  will  be  built  to  order.  You'll 
I     receive  Compaq  quality,  Compaq  innovation  and 
^     Compoq  reliability  at  new  aggressive  prices,  more 
K     aggressive  than  you've  ever  seen  from  Compaq. 
L^>4,        For  more  information  about  the  Deskpro  series, 
I     visit  us  at  www.compaq.com/products/desktops/, 
or  contact  your  local  reseller. 
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Coffee  farmer 
Gerald  Jjakira 
With  the  Coffee 
Board  gone, 
entrepreneurs 
like  Jjaltira  have 
made  Uganda 
Africa's  largest 
coffee  exporter. 
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^  You  can't  ignore  those  grisly  TV  images  from  Africa 
of  slaughtered  and  starving  refugees,  but  there's  also 
good  news  from  the  old  Dark  Continent. 


•  B*- 


chard  C.  Morais 
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PHOTOGRAPHS  BY  GARY  KNIGHT  /  SAB/ 


TlXK^RlH  around  Gerald  Jjakira\s 
h|m:k  hut  in  the  Ugandan  jungle  near 
Wc)bulen/i-Lu\ver{)  has  absorbed  a 
u|<?at  deal  of  blood.  "Of  the  100  fam- 
^Tnesfe  the  area,  50  were  slaughtered," 
says  Tjakira,  deseribing  the  fighting 
there  in  the  early  l*^80s  between 
guerrillas  and  the  forces  loyal  to  dicta- 
tor Milton  Obote.  And  before  Obote 
there  was  an  even  worse  dictator,  the 
infamous  Idi  Aniin. 

But  from  this  bloodied  earth  hun- 
dreds of  new  coffee  trees  now  spring. 
In  1991  Uganda's  President  Yoweri 
Museveni  deregulated  Uganda's 
coffee  market,  killing  off  the  Coffee 
Marketing  Board,  w  hich,  in  the  guise 
of  regulating  the  market,  had  ser\ed 
as  a  collection  agency  for  dictators  and 
faieir  entourages.. 

■"-^This  deregulation  has  made  Jjakira, 

prosperous  by  ItKal  standards.  He 

quadrupled  the  size  of  his  coffee 

to  SO  a^res,  and  he  is  fast 

Ing  a  local  entrepreneur:  By 

|ic,Jft(^aved  enough  to  bu\'  a 

inu,vn)0  mamtgc  that  thrashes  the 

(can  out  of  the  coffee  berry;  his 

leighbors  now  pay  him  S20,000  a 

year  to  li||^|[htir  crops .     ilBM: , 

^iprlJssed  by  his  industriousncss 


and  hoiiesty,  C.argill,  the  U.S. 
agribusiness  giant,  proxides  Jjakira 
with  trade  financing  and  a  high-pt)w- 
ered  radio  to  keep  in  touch  with 
world  coffee  prices.  All  over  this 
Oregon-si/e  central  African  nation  of 
17  million,  small  funiers  like  Jjakira 
are  working  their  trees  and  getting 
their  beans  to  market. 

When  countries  like  Uganda  were 
gi\en  their  independence  after  VWVII, 
pow er  was  grabbed  by  \irtual  gang- 
sters. These  thugs  found  the  concept 
of  Marxism  appealing.  It  provided 
ideological  cover  under  which  they 
could  skim  the  cream  of  the  economy 
for  their  foreign  bank  accounts.  In  his 
splendid  essay  "North  of  South," 
writer  Shiva  Naipaul  reported  that  a 
new  tribe  had  sprung  up  in  Africa. 
The  tribe  was  jokingly  referred  to  as 
Wnbaizi,  for  its  ubiciuitt>us  Mercedes- 
Benzes — paid  for,  of  course,  with  the 
blood  and  sweat  of  ordinarx-  people. 

In  Uganda  the  Wabenzi  saw  to  it 
that  tarmei-s  like  Jjakira  could  sell  their 
beans   only   to   the   Coffee   BoaC^V^ 
which  paid  them  20%  of  the  c'\f>^ 
price,  the  rest  lining  the  pockets  oj^ 
ruling  thugs.  With  the  recent  rct<i^ 
58  exporters  compete  ft-     '    'Tra's 
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That's  how  you  feel 


Remember  how  you  used  lo  beam  when 
they  cheered?  You  fell  like  you  were  on  lop 
of  ihe  world.  So  il  makes  perfecl  sense  ihal  you'd 
siep  up  10  the  GMC  Yukon.  Its  exhilarating  255  hp 
V8  delivers  more  power  than  any  other  sport 
utility*  And  the  Autotrac"'  system  on  Yukon** 
is  so  advanced,  it  actually  senses  changing  road 
conditions  and  adjusts  automatically-  froni 
2 WD  to  4WD.  With  more  power  and 
advanced  technology,  Yukon  not  only 
challenges  the  road,  it  wins. 

For  the  big  picture,  visit  www.yukon.gmc.coni 

or  call  1-888-4A-YIJKON. 

Or  discover  Suburban  at  www.suburban.gmc.com. 

*  Excludes  other  GM  veljicles.  **Siandard  on  4V^D  models. 
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Boom  in  downtown 

Kampala; 

President  Yoweri  Museveni 

(left) 

For  now,  the  emphasis 

is  on  economic 

growth.  Multiparty 

politics  can  wait. 


Central 
African  Republi 
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Uganda     Kenya 
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beans,  and  he  pockets  80%  to  85%  of 
the  export  price,  the  highest  percent- 
age in  the  world,  says  Andrew  Potter, 
managing  director  of  recendy  estab- 
lished Cargill  Uganda  Ltd. 

Incentives  do  work.  Uganda's 
coffee  exports  have  spurted  from  2 
million  132 -pound  coffee  bags  in 
1991  to  4.4  million  bags  last  year. 
From  far  back  in  the  pack  Uganda  has 
suddenly  emerged  as  Africa's  largest 
coffee  exporter. 

"A  few  years  ago  the  houses  here 
were  made  of  mud  and  thatch,"  says 
Jjakira,  as  he  walks  past  modest  huts 
of  brick  and  corrugated  iron  roofs. 
Under  the  shade  of  mango  trees  men 
contentedly  skin  a  goat  with  a 
machete. 


Visit  Kampala's  Owino  market — 
the  cauldrons  of  fish  soup  made  of 
carp  heads,  the  boxes  of  secondhand 
shoes — and  you'll  understand  that 
Uganda  is  still  a  poor  country.  Per 
capita  income  is  only  S300.  But  it's  a 
country  on  the  way  up. 

Uganda  has  averaged  a  7.5% 
growth  rate  the  last  five  )'ears.  Infla- 
tion is  currently  in  single  digits,  the 
currency  is  convertible,  and  85%  of 
Uganda's  state-owned  companies  will 
have  been  privatized  by  the  end  of 
1998.  Noncoffee  exports  are  climbing 
at  40%  a  year.  You  can  walk  through 
the  streets  of  Kampala  without  fear, 
and  e\'en  corruption  is  on  the  way  out 
(see  box,  opposite). 

Africa,  though  still  struggling  with 


backw  ardness,  pervasive  corruption] 
and  too-fast  population  growth,  is  nol 
longer  the  hopeless  place  so  long  por- 
trayed in  the  media.  The  maggot- 
infested  refugee  camps,  the  massacres] 
and  the  dictators  who  bludgeon  chil- 
dren to  death  still  exist.  But  so  do! 
people  like  Jjakira. 

But  the  triumph  of  free  markets 
doesn't  provide  sound  bites  and  dra- 
matic T\'  images.  Can  anyone  imagine 
the  Overseas  Press  Club  applauding  a 
photographer  for  pictures  of  a  Ugan- 
dan coffee  farmer  with  a  new  hulling 
machine?  The  new  message  of  free 
markets  and  hope  makes  for  less* 
graphic  T\'  images. 

Consult  the  1860  diaries  of  Si 
Richard  Burton,  the  \^ictorian  explor- 
er who  searched  for  the  source  of  the 
Nile.  "The  eastj 
African  is,"  he  wrote 
in  The  Lake  Regions 
of  Centi-al  Africa^  "a 
lover  of  life,  though 
addicted  to  suicide." 
There  is,  today, 
real  reason  to  hope 
that  the  impulse  for 
life  is  winning  out 
over  the  urge  for 
self-destruction. 
Today  there  are 
more  points  of  light 
on  the  continent  of 
Africa — 600  million 
people  spread  over 
48  countries — than 
e\"er. 

Take  Botswana,  a 
landlocked  country 
just  north  of  South  Afiica.  One  of  the 
poorest  nations  on  earth  at  indepen- 
dence in  1966,  Botswana's  gdp  has 
climbed  from  S350  per  capita  in  1981 
to  S3, 350  per  capita  today.  That 
already  makes  it  richer  than  Asian 
countries  like  Indonesia  or  the  Philip- 
pines. Among  emerging  countries, 
Botswana's  7.3%  average  annual 
growth  from  1970  to  1995  is  second 
only  to  South  Korea's.  Botswana's 
local  stock  market  is  up  1 1 3%  in  local 
currencx'  so  fai'  this  year. 

Or  take  Mauritius,  the  island  off 
Africa's  east  coast,  in  the  Indian 
Ocean.  Mauritius  boasts  a  per  capita 
income  of  S6,650  and  almost  5% 
annual  economic  growth  since  1980. 
This  island  pai'adise  is  as  wealth)-  as  an 
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EU  country  like  Greece,  but  it's  a  far 
better  place  to  do  business.  The  Cato 
Institute's  seminal  study  of  103 
nations  shows  that  between  1975  and 
1995  Mauritius  had  one  of  the  largest 
increases  in  economic  freedom 
on  earth. 

To  Uganda,  Botswana  and  Mauri- 
tius, add  a  dozen  African  countries 
that  have  spent  the  1990s  groping 
toward  democracy  and  free  markets. 
These  up-and-coming  nations 
include  countries  like  Cameroon, 
Gabon,  Ivory  Coast,  Ghana,  Malawi, 
Mozambique,  Tanzania,  Zambia  and 
Zimbabwe.  Each  in  its  way  is  begin- 
ning to  embrace  free  markets  and  the 
rule  of  law. 

Take  the  Republic  of  Ghana.  J.J. 
Rawlings  took  over  in  a  bloody  coup 
16  years  ago.  Rawlings  still  reigns,  but 
he  has  seen  the  capitalist  light.  In 
recent  years  this  former  revolutionary 
has  committed  himself  to  a  "market- 
driven  economy."  He's  sold  off  state 
companies,  set  up  "free  zones"  to  cut 
out  bureaucratic  hurdles  for  foreign 
investors,    launched    a    new    stock 


market,  invited  companies  to  build 
private  toll  roads  across  the  country. 
Result:  growth  rates  in  excess  of  5%. 

Ghana  is  not  paradise.  But  it  is 
improving.  Economic  restructuring 
has  gone  in  tandem  with  the  reintro- 
duction  of  democratic  elections.  In 
1996  Rawlings  was  reelected  presi- 
dent in  multiparty  elections. 


Uganda's  recently  liberalized 
economy  at  work 

"Once  you  have  people  united 
by  their  common  defense  of 
business  interests,"  says  Minister 
of  Finance  &  Privatizations 
Mathew  Rukikaire,  "their  religious 
and  tribal  differences  take  a  lower 
level  of  priority." 


Uganda's  finance  minister  talks  about  rooting  out  corruption  and  creating  a  stable  middle  class. 

Making  the  big  boys  pay  up 


Ugandan  President  Yoweri 
Museveni  is  not  ready  to  accept 
multiparty  democracy,  arguing  that 
in  peasant  societies  political  parties 
tend  to  split  along  tribal  and  reli- 
gious lines  and  set  the  stage  for  mili- 
tary coups  d'etat.  Say  this  for 
Museveni,  however:  Uganda  is  a  lot 
more  free  and  democratic  today 
than  at  any  time  in  its  recent  bloody 
history.  Under  Museveni's  "no-party 
democracy"  anyone  can  run  for 
office,  but  candidates  must  run  on 
an  individual,  not  a  party,  platform. 
Criticism  of  the  government  is  toler- 
ated; Uganda  has  a  sharp-elbowed 
press  and  parliament.  A  reformed 
Marxist,  Museveni  argues  that  full 
democracy  must  wait. 

Mathew  Rukikaire,  Museveni's 
minister  of  finance  and  privatization, 


r^-.      m      -^^^          ^ 
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■  1   wr 

Mathew  Rukikaire 

Some  elite  are  getting  a  nasty  shock. 


explained  die  policy:  "A  middle  class 
based  on  material  considerations  [i.e., 
economic  growth]  will  ti'anscend  reli- 
gious and  etiinic  divisions.  Once  you 
have  people  united  by  tiieir  common 


defense  of  business  interests,  their 
religious  and  tribal  differences  take  a 
lower  le\'el  of  priority'. 

""That's  why  our  position  must  be 
seen  as  a  tiansition.  There  will  be  a 
time  in  the  fliture  when  a  homo- 
geneous [political]  movement  is  not 
as  critical  as  it  is  today.  But  that's 
when  a  middle  class  has  emerged." 

Under  the  old  order  in  Africa, 
there  was  littie  chance  for  a  middle 
class  to  emerge:  The  ruling  oligarchy 
grabbed  everything.  In  tiie  privatiza- 
tion of  Uganda's  largest  bank,  die 
UCB  (assets,  $200  million),  auditors 
found  $66  million  in  nonperforming 
assets.  Many  ""loans"  were  made  to 
cabinet  ministers,  bank  officials  and 
leading  members  of  parliament. 
Rukikaire  \'ows  to  make  theni 
pay  up.  -R.C.M.     Mi 
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^FORMATION        AGE 

Where  the  great  minds  of  the 
world  shape  images  of  thought. 
Images  that  can  be  captured, 
managed  and  distributed 


digitally  to  our 
eager  colleagues 


Q 


FA  N  Y  W  A  R  E ' 


anywhere  in  the  world.  These 
newfound  thoughts  create 
understanding,  sharing  and  the 
inevitable  changes  fondly 


called  "my  input.' 


imageANYWARE^"  from  Canon 
The  new  paradigm  for 


the  digital  workplace 


Canon 


FROM       MIND       TO       MATTER 


1-800-OK-CANON,  www.usa.canon.com 


In  1989  only  four  countries  in  sub- 
Saharan  Africa  had  multiparty  politi- 
cal systems.  By  mid- 1995,  33  states 
in  the  region  had  some  form  of 
democratic  elections.  Elections  in 
Africa  are  not  always  honest,  but 
Americans  have  been  reading  that 
the  Lincoln  bedroom  in  the  White 
House  is  for  rent  and  access  to  the 
President  is  purchasable. 

Africa  is  still  a  troubled  continent. 


but  there  is  movement  in  the  right 
direction.  Says  Jaideep  Klianna,  man- 
ager of  Morgan  Stanley's  $327  mil- 
lion (net  assets)  Africa  Investment 
Fund:  "Africa- has  not  seen  this  sort 
of  peace  in  30  years."  He  continues: 
"These  new  leaders  are  monetarily 
and  fiscally  conservative..  Although 
[many]  have  come  out  of  fighting  in 
the  bush  and  1960s  African  socialism, 
they  are  capitalists." 


Even      Zimbabwe's      presidei 
Robert  Mugabe,  a  pretty  hard-col 
socialist  when  he  replaced  h\n  Smij 
in  1980,  has  recendy  committed  liir 
self  to  mass  privatizations  of  his  coi 
try's  state-owned  businesses.  Reluj 
tantly,  of  course,  because  socialisil 
meant  more  money  for  the  statj 
which  translates  invariably  to  moij 
income  for  the  political  bosses. 

With  pragmatists  in  charge,  fiscj 


The  Madhvanis  have  come  home— a  sure  sign 
that  things  are  looking  up  in  central  and  east  Africa. 

Business  interruption 


In  1972  THE  BUTCHER  Idi 
Amin  grimied  at  the  television 
cameras  and  told  the  80,000 
Asians  in  Uganda  to  pack  up 
and  get  out.  No  frirther  warn- 
ing was  needed.  Amin  clearly 
enjoyed  killing  people — or 
better  yet,  castrating  them. 
Witliin  90  days  Ugandans  of 
Asian  descent,  virtually  the 
nation's  entire  business 
class,  fled. 

Among  the  exiles  were  mem- 
bers of  the  Madhvani  clan, 
ethnic  Indians  who  had  been  in 
Uganda  since  1912.  The  Madhvanis 
left  behind  a  22,000-acre  sugar  cane 
and  tea  plantation,  as  weU  as  dozens 
of  companies,  and  went  into  exile  in 
the  United  Kingdom,  living  off  assets 
tucked  away  in  places  like  Lebanon 
and  Canada.  But  though  they  did 
well  abroad,  most  of  the  family  never 
forgot  dieir  native  land. 

In  the  mid-1980s,  when  President 
Yoweri  Museveni's  government  start- 
ed handing  back  to  Asians  their  con- 
fiscated properties,  the  extended 
Madhvani  family  returned. 

At  the  family  homestead  outside 
linja,  Forbes  interviewed  Ma^oir 
Madhvani,  48,  the  chief  executive 
officer  of  Ugandan  Madhvani  Group 
of  Cos.  As  peacocks  and  Scotties 
scampered  across  the  veranda,  Madh- 
vani recalled  the  mess  he  found  when 
he  returned  in  the  mid-1980s.  Plan- 
tation fields  had  returned  to  wild 


Kamiesh  and  Mayur  Madhvani 
Returning  from  exile,  the  Madhvanis 
found  chickens  roosting  in 
their  family  home,  their  fields  returned 
to  jungle.  Today  they're  snapping 
up  breweries  and  sugar  factories 
throughout  Africa,  and  making  a  killing. 


bush,  and  chickens  roosted  in  the 
family  home.  At  the  family's  Nile 
Breweries,  the  Madhvanis  found 
machinery  they  had  ordered  back  in 
1972  that  was  still  sitting  in  its  pack- 
ing crate. 

Today  the  Ugandan  division  of  the 
Madhvani  empire  is  a  $230  million 
(annual  revenues)  business,  equiva- 
lent to  roughly  8%  of  Uganda's  GDP. 
Some  13,000  employees  cut  sugar 
cane  or  pick  tea  while  living  in 
Madhvani -provided  huts  and  attend- 
ing Madhvani-prOvided  schools  and 
hospitals.  Sugar  production  at  Kakira 


has  jumped  fi-om  21,000  to  70,000] 
metric  tons  in  the  last  three  years; 
Madhvanis  have  added  interests  in 
tourism  and  television,  and  they're 
looking  for  partners  to  take  on  a 
telecommunications  license.  While 
they  make  money,  ordinary 
Ugandans  get  jobs  and  ser\ices| 
undreamed  of  in  the  bad  old 
days. 

In  1992,  when  the  Madhva- 
nis took  the  company  back 
fi-om  the  state,  Nile  Breweries 
produced  35,000  cases  a 
month.  Five  short  years  later 
the  Madh\'anis  are  producing 
ten  times  as  much  beer.  Some 
of  the  Madhvani  brothers  and 
cousins  also  snapped  up  a  10.5 - 
inillion- gallon  brewery  in 
Zambia  and  a  sugar  refinery  in 
Rwanda  in  the  last  12  months. 
The  Ugandan  Madhvani  Group  ofl 
Cos.  is  held  through  the  family's  twcj 
Bermuda-based  holding  companies, 
but  Ma)air  Madhvani  says  the  group 
will  one  day  be  listed  on  the  Kampala] 
stock  exchange. 

Profitable.^  "Ixt  me  put  it  this 
way,"  he  says  in  his  Range  Rover,  as 
his  private  securit)^  force  smardy 
salutes  him  at  the  gate.  "For  the  last 
four  years  the  di\'idend  Nield  at  the 
brewery  has  been  22%." 

In  liis  1979  classic,  A  Bend  in  the 
River,  V.S.  Naipaul  observed:  "Busi- 
ness never  dies  in  Airica;  it  is  only 
interrupted."  The  interruption  was  a  I 
costiy  one,  not  just  for  the  capitalists 
like  the  Madlivanis,  but  more  partic- 
ularly for  the  poor  masses  who 
lacked  jobs  and  economic  opportu- 
nity while  their  gangster  rulers  plun- 
dered the  country. 

-R.C.M.   ■ 
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Dexia  was  created  by 
the  economic  merger 
of  Credit  local  de  France, 
jthe  French  local  government's 
leading  financial  partner,  and 
Credit  Communal  de  Belglque, 
the  leading  Belgian  bank 
for  local  governments  and 
the  number  one  deposit  bank. 
Dexia  has  a  network  of 
12,000  employees  spread 
throughout  Europe, 
die  United  States  and  Asia. 


Combined  key  figures 

(1FRF=6.1BEF) 

FRF  1,174  billion 
RF  1,090  billion  bEF  7. 184  billion 
IF  6,630  billiftn 


I     +  7.7  % 


+  8,4% 


BO.06.97 

Balance  sheet  total 


FRF  50.3  billion 
FRF  47  billion        bEF  307.6  billion 
EF  286.3  billia 


llj 


1.06.97 

Total 
shareholder's  equity 

FRF  635.5  billion 
FRF  586.9  billion  bEF  3,889  billion 
iEF3.S71  billia  ' 


}0.06.97 

Outstanding  loans 


FRF  445.8  billion 
lEF  2,712.6  billi 


FRF  478.4  billion 
BEF  2.928  billion 


10.06.97 


Deposit  position 


Contact : 


Dexia  France 

B.P.  1002 

F-75901  Paris  cedex  15 
Tel.  :  (33)  I  43  9^  77  77 
Fax  :  (33)  I  43  92  70  00 
Internet : 
http://www.dexia.coin 


SUBSTANTIAL  RISE  IN  199]  HALF-YEARLY 
PROFITS  (*2]I)  TO  FRF2.1  BILLION, 
(*25l)  TO  BEF  12,9  BILLION 


•  Dexia:  a  European  banking  group  specialising 
in  a  range  of  activities  with  limited  risk 

—  Local  development  financing  is  Dexia's  main  activity  and  the  chief  contributor  to  Dexla's 
profits.  Dexia  is  active  in  most  countries  of  the  European  Union  and  already  has  lo  %  of 
the  European  market. 

—  CommerctaJ  banking,  including  combined  hank  and  insurance  .  Dexia  specifically 
intends  to  develop  the  synergy  between  the  banking  and  insurance  professions. 

—  TTiird  party  aiAct  management  is  a  highly  profitable  sector  with  high  growth  potential. 

•  A  new  international  subsidiary  dedicated  to  "Public 
Finance" 

This  subsidiary  will  deal  with  all  the  international  financing  aaivity  relating  to  local  development 
which  is  currently  handled  by  Credit  local  and  Credit  Communal,  outside  their  respective 
national  territories  (initial  balance  sheet  total  FRF125  billion/BEF763.7  billion). 

•  An  expanding  banking  group 


A 


In  millions  of  French  Francs 

June  1997 

June  1996 

Variance 

In  million&  Belsian  Irana 

Net  banking  income' 

7,603 

7.058 

*     772  * 

.^6.502 

42.652 

-     9.00  % 

Operating  charges' 

-     3.9'4 

-      3.885 

*     0.75 « 

-  23.9-^2 

-    23.477 

•     2.00^ 

Gross  operating  income 

3,689 

3.173 

>    16.25% 

22.560 

'9'75 

•    \7.70  % 

Corrected  values  and  provisions 

524 

392 

*  33.60  % 

-     3206 

-     2.370 

♦  35  30  % 

Tax 

-     M55 

1,052 

*     9.81  % 

-     7.063 

-     6.355 

•        M.JO  % 

Net  income,  group  share 

2,109 

1. 713 

*       23.11  % 

12.899 

10.353 

-      24.60% 

•fi^urcA  rcitatvd  m  order  to  compare  accountt  tior  the  (irif  ha/(  of  igg6  and  igg; 

-  The  7.7%  in  FRF/9.0%  in  BEF  rise  in  net  banking  income  reflects  considerable  loan  and 
deposit  activity. 

-  Operating  charges  have  been  kept  under  control,  despite  the  expenditure  relating  to 
group  expansion. 

-  Return  on  expenses  (ROX)  dropped  from  55%  in  June  1996  to  51.5%  year  on  year. 

-  Return  on  equity  (ROE)  rose  from  12.5%  to  14.4%. 

-  Net  income  for  the  first  half  of  1997  amounted  to  FRF2.1  billion/BEFi2,9  billion,  representing 
a  growth  of  23%  in  French  Francs  and  25%  in  Belgian  Francs.  If  the  recent  increase  in  French 
corporate  income  tax  were  discounted,  this  growth  would  have  been  26%. 

•  A  strategy  of  growth  and  specialisation 

"Dexia  will  continue  to  gain  market  ihare  worldwide  and  increase  its  profitability.  Given 
the  excellent  general  level  of  activity  in  October,  we  have  eveiy  hope  that  Dexia  group'd 
annual  results  will  be  on  target,  and  thus  highly  satisfactory." 


Frant:ois  Narmon 

President 


Pierre  Richard 

President 


Dexia  Belgium 

Bd  Pacheco  44 
B-ioo  Brussels 
Tel.  :  (32)  2  222  II II 
Fax  ;  (32)  2  222  40  32 
Internet : 
http://www.dexia.com 


EUROPE'S  LEADING  BANKING  GROUP 
IN  PUBLIC  SERVICE  FINANCE 


deficits  in  sub-Saharan  .\frica  have 
fallen  from  some  8%  of  GDr  on  aver- 
age in  the  early  1990s  to  3.5%  last 
year.  In  1996  almost  two-thirds  of 
Africa's  countries  boasted  single-digit 
inflation,  which  is  twice  the  number 
of  1995. 

Make  trade,  not  war:  As  sub-Saha- 
ran economies  begin  to  do  business 
with  each  other,  peace  is  breaking  out. 
Example:  South  Africa  and  Mozam- 
bique. Sworn  enemies  just  a  few  years 


ago,  the\'  are  now  cooperating  on  the 
Maputo  Corridor,  a  system  of  roads, 
railroads  and  port  taciHties  that  will 
get  goods  made  in  Johannesburg  into 
the  world  market  through  Mozam- 
bique's deepwater  port  cit)'  of  Maputo 
cheaper  than  if  thcv  were  shipped  to 
Durban. 

Earlier  this  year  television  piped 
into  .'Vmerican  li\ing  rooms  the  grisly 
pictures  of  the  war-torn  Democratic 
Republic  of  Congo.  But  this  was 


more  than  just  a  war  between  riva 
gangs.  Dictator  Mobutu,  one  of  th« 
most  corrupt  rulers  in  the  world,  wa; 
overthrown  by  neighboring  .\fricar 
leaders  partly  because  his  corrupi 
regime  was  seen  as  a  stimibling  blod 
to  creating  a  free-trade  zone  in  eastciT 
Africa. 

For  58 -year-old  Mansur  Hudda, : 
farmer  in  the  southern  part  oil 
Uganda,  the  changes  have  brought 
tangible  benefits.  Hudda  lost  every 


Some  ways  to  play  the  African  economic  renaissance. 

Ghana  looks  good 

By  Richard  C.  Morals 

with  Robert  Sherwood  and  Juliette  Rossant 


u 


1.  Bargain  box  stocks 


Ug.\nda  has  a  brand-new  stock     J 
exchange  in  Kampala  but  so  far  no 
stocks  to  trade.  But  other  African 
exchanges  are  active  (sec  tabic  3). 
Johannesburg,  of  course,  domi- 
nates, with  a  market  cap  of  S270 
billion,  but  in  smaller  economies, 
like  those  of  Mauritius,  Ghana  and 
Botswana,  there  are  frmctioning 
stock  markets. 

There  isn't  a  lot  of  liquidity  in 

i 


Company/business 

Country 

recent 

-Price 

—52-week— 
high         low 

1996 

— EPS- 

1997E 

1998E 

1996 

— P/E— 
1997E 

1998E 

Yield 

1996 
sales 

(Smil) 

Mar1(et 
value 

(Smil) 

ChJianga  Cement/building  matenais 

Zambia 

$0.11 

$0.11 

$0.04 

$0.01 

$0.02 

NA 

8.6 

5.5 

NA 

4.7% 

$25 

$23 

Kenya  Airways/airline 

Kenya 

0.12 

0.16 

0.12 

0.06E 

NA 

NA 

2.0 

NA 

NA 

0.0 

190 

54 

Kenya  Breweries/brewery 

Kenya 

0.74 

1.15 

0.74 

0.24E 

NA 

NA 

3.1 

NA 

NA 

10.7 

404 

49    J 

Mauritius  Breweries/brewery 

Mauritius 

3.59 

3.70 

2.91 

0.28E 

0.29 

$0.30 

12.7 

12.5 

11.9 

2.3 

28E 

36 

Rogers  &  Co/leisure 

Mauritius 

5.26 

5.26 

3.95 

0.37 

0.41 

0.45 

14.1 

12.9 

11.7 

2.3 

404 

133 

Sechaba  Brewery  Holdings/brewery 

Botswana 

1.21 

1.30 

0.66 

0.09 

0.11 

0.13 

13.5 

11.5 

9.0 

4.6 

130 

162 

Sefalana  Holding/food  (wholesale)       ^p 

fg^  Botswana 

1.89 

1.89 

1.16 

0.22 

0.27 

0.34 

8.6 

7.0 

5.6 

4.9 

55 

30    < 

Social  Security  Bank/banking 

Ghana 

0.75 

0.75 

0.58 

0  22 

0,27 

0.34 

3.3 

2.8 

2.2 

7.9 

54 

54 

Standard  Chartered  Bank/banking 

Ghana 

3.27 

3.27 

2.71 

1.05 

1.33 

1.93 

3.1 

2.5 

1.7 

12.6 

56 

52 

Unilever  Ghana/personal  care  products 

Ghana 

0.42 

0.44 

0.42 

0.11 

0.12 

0.19 

3.7 

^   "■ 

1   ^ 

12,1 

140 

27 

Prices  as  of  Oct.  17.  E:  Estimate.  NA:  Not  available. 


Africa's  low-P/E  stocks  are  looking  tasty. 


2.  Mutual  funds  with  an  African  focus 


Sources:  McGregor  kifonndtion  Sernces,-  MC  Bmgs 


\ 


Fund/telephone 


Fund 
inception 


year- 
to-date 


-Total  return- 
1  year 


3  year' 


Assets 

9/30/97 

(Smil) 


12- 
month 
yield- 


Annual 
expenses 
per  SI  DO 


Maximum 

sales 

charge 


Calvert  New  Africa  A/800-368-2748  Apr  1995  15.6%  15.4% 

Merrill  Lynch  Mid  East/Africa-0/800-537-3863  Dec  1994  30.4  29.7 

•  Morgan  Stanley  Africa  lnvesttnent/800-221-6726        Feb  1994         23.4  33.7 

•  New  South  Africa/609-S51-230C  Mar  1994  12.3  6.4 

•  Southern  Africa/800-247-4154  Feb  1994  23.9  20.4 

•  Closed-end;  through  June  30.  'Annualized.  ^Based  on  net  asset  value.  NM:  Not  meaningful. 

Seeking  value  in  sub-Saharan  Africa'^  iesser<known  stock  markets. 


NM 

$10.8 

0.0% 

$3.54 

2.50% 

NM 

1.2 

3.3 

0.72 

5.25 

20.2% 

327.4 

0.7 

1.79 

none 

5.9 

87.0 

0.4 

2.35 

none 

J 

18.4 

129.3 

2.1 

2.04 

none 

Souite:  Upper  AnalyticslServkes,  Inc. 
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MOVADQ 
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Solid  stainless  steel 
and  ISKgold. 
Sapphire  crystal. 
Quartz  movement. 
Water  resistant. 


K 


SAKS  FIFTH  AVENUE 

Select  Locations 

For  a  tree  Vizio  brochure, 

call  toll  free:  1 -888-8MOVADO. 

httpvywww.vizio.com 
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Ditch  the  Joneses. 
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Although  there's  something  to  be  said  for  getting  ahead,  the  new  Navigator  has  nnore  to  do  with  getting  away.  And  taking  life's  luxuries  with  y| 
With  up  to  8,000  pounds  of  towing  capacity.  Available  Control -Trac  4WD  with  load-leveling  suspension  that  lowers  the  vehicle  for  easier  entt| 
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5.4L  V-8  to  escape  civilization,  Joneses  and  all  (nothing  against  anyone  named  Jones),  For  information  about  this  full-size  luxury  SUV. 
[oil-free  1  888  2ANYWHERE  (1 888  226-9943),  visit  our  web  site  at  www.lincolnvehicles.com  or  see  an  authorized  Lincoln  Navigator  dealer 


ivigator  from 


.  What  a  luxury  [ 


J  should  be. 


these  small  markets,  but  this  and 
other  problems  seem  to  be  well 
discounted  in  the  stocks'  prices. 
Consider  Standard  Chartered 
Bank  of  Ghana,  with  40%  of  its 
shares  listed  on  the  Accra  stock 
exchange.  The  company  earns  66% 
on  equity  and  7.5%  on  total  assets, 
yet  its  outstanding  shares  trade  at 
2K  times  this  year's  likely 


earnmgs. 


Defaulted  African  debt  attracts 
some  sophisticated  speculators  (see 
table  4).  Henry  Avis-Vieira,  of 
Greenwich,  Conn. -based  Cantrion 


Capital  Markets,  has  been  buying 
defaulted  Sudanese  debt,  which 
recently  jumped  from  2  cents  on 
the  dollar  to  more  than  11  cents. 
Looking  ahead,  Avis-Vieira  likes 
the  paper  of  oil-rich  Angola  as  a 
long-term  play. 

Cantrion  can  be  reached  at 
cantrion@pipeline.com  or  at  203- 
625-9302.  You  can  also  check  out 
emerging  market  bond  funds  in  the 
Forbes  Mutual  Funds  Survey  (Au0. 
25).  In  tables  1  and  2  we've  listed 
low  p/e  stocks  and  mutual  fiinds 
specializing  in  African  equities.  Hi 


3.  Stock  exchanges 

in 

sub-Saharan  Africa 

Country/exchange 

Number 

of 

companies 

Market 
value 
{$bil) 

-Estimated  P/E- 
1997      1998 

Yield 
1997E 

Return 

year-       52- 
to-date    week 

Botswana/Botswana  Stock  Market 

12 

$0.7 

10.5 

8.3 

4.3% 

113.1% 

109.0% 

Ghana/Ghana  Stock  Exchange 

21 

1.3 

2.8' 

1.91 

15.0' 

15.2 

7.3 

Ivory  Coast/Abidjan  Stock  Exchange 

34 

1.0 

8.0 

NA 

8.0 

17.P 

16.7 

Kenya/Nairobi  Stock  Exchange 

58 

1.8 

14.0 

13.0 

5.0 

-4.3 

-0.5 

Mauritius/Stock  Exchange  of  Mauritius 

40 

1.6 

10.5 

8.8 

4.3 

3.2 

18.2 

Namibia/Namibian  Stock  Exchange 
Nigeria/Nigerian  Stock  Exchange 

12 
182 

0.6 

NA 

NA 

NA 

8.3 

3.7 

3.8 

12.43 

NA 

4.03 

7.3 

12.4 

South  Africa/Johannesburg  Stock  Exchan 

ge 

618 

270.0 

14.0 

12.0 

2.8 

8.0 

-0.7 

Swaziland/Swaziland  Stockbrokers 

6 

0.1 

NA 

NA 

NA 

NA 

NA 

Zambia/Lusaka  Stock  Exchange 

5 

0.2 

NA 

NA 

NA 

NA 

NA 

Zimbabwe/Zimbabwe  Stock  Exchange 

65 

4.0 

13.1 

10.0 

5.0 

-1.1 

13.5 

Data  through  Aug.  29.  'Excludes  Ashanti  Goldfields.  "through  May  30.  ^Through  July  31.  E:  Estimate.  NA:  Not  available. 

Sources:  Robert  Fleming  Securities:  International  Finance  Corp.;  Morgan  Stanley  Asset  Management 

Johannesburg's  stock  exchange  offers  comfort, 
but  the  smaller  exchanges  shouldn't  be  ignored. 


4.  Hyperexotics 


Country/description 

Prirp 

— Performance — 
52-          year- 
week       to-date 

recent 

—52-week— 
high        low 

Angola/obHgations  guaranteed  by  Banco  Nacional  de  Angola 

36.0% 

36.0% 

24.0% 

44.0% 

44.0% 

Cameroon/currency  loans 

30.0 

30.0 

17.0 

76.5 

50.0 

DCR  (Zaire)/loans  and  trade  obligations 

22.0 

22.0 

10.0 

120.0 

12C.0 

Ivory  Coast/US  dollar  front-loaded  interest-reduction  bonds' 

41.3 

41.5 

35.3 

17.0 

16.6 

Liberia/bank  loans 

15.0 

16.0 

3.0 

400.0 

275.0 

Mozambique/past-due  trade  obligations 

22.0 
33.3 

25.0 

12.0 

83.3 

46.7 

Republic  of  Congo/currency  loans 

35.0 

20.0 

66.3 

30.4 

Sudan/bank  loans 

11.3 

11.3 

3.0 

275.0 

125.0 

Data  as  of  Oct.  17.  Prices  are  expressed  as  a  percentage  of  the  debt's 
'Trading  as  a  Brady  bond  on  a  "when  and  if  issued"  basis. 

face  value. 

Source:  Cantrion  Capital  Markets. 

Defaulted  African  debt  on  the  rebound. 


thing  under  the  dictatorship  of  Id 
Amin  and  fled  to  Canada,  but  wajl 
in\ited  back  by  President  Museveni  tc 
reclaim  his  500-acre  farm  in  the| 
1980s.  Jungle  had  overrun  the  once- ' 
cultivated  fields,  and  goats  lived  in  his 
father's  crumbling  house.  He  had  to 
bulldoze  everything  and  start  again. 
Hudda's  two  sons,  now  29  and  31, 
returned  home  from  Canada  in  1989, 
when  Kampala  still  did  not  ha\'e  reli- 
able running  \\'ater  or  electricit)'. 

Today  the  Huddas'  farm  exports 
top-qualit\'  vegetables,  roses  and  sun- 
flowers to  the  U.K.'s  best  supermar- 
kets. Revenues  are  $4  million  and' 
growing. 

The  Huddas  and  some  partners 
bought  the  recently  privatized 
Uganda  Meat  Industries  Ltd. — an 
abattoir — for  $700,000,  with  an  eye 
to  packaging  and  exporting  tasty 
African  beef 

Sub-Saharan  Africa  is  heading 
toward  the  most  bullish  growth  esti- 
mates in  decades. 

During  the  1990s  U.S.  exports  to 
sub-Saharan  Africa  jumped  33%,  to  a 
current  annual  rate  of  $5.4  billion. 
Annual  direct  private  investment  in 
Africa  has  climbed  from  imder  $1  bil- 
Uon  in  the  early  1990s  to  $11.6  bil- 
Uon  in  1996. 

It's  still  just  a  trickle — but  watch. 
The  World  Bank  estimates  that  sub- 
Saharan  gro\MJi  rates  ^vill  double,  to 
an  average  4.1%,  bet\veen  1997  and 
2006.  That  will  put  the  area  in  the 
same  grownh  class  as  Latin  America. 
Capital  foUows  opportunit)'. 

Africa  is  hardly  deluged  with  for- 
eign investment  capital,  but  there  is  a 
growing  trickle.  South  African  con- 
glomerates— such  as  brewers,  miners 
and  supermarket  chains — are  quiedy 
pushing  north.  Prince  Alwaleed, 
Saudi  Arabia's  billionaire  in\estor  who 
made  fortunes  in  out-of-favor  stocks 
like  Citibank,  is  now  investing  in 
luxury  hotels  and  agribusiness  across 
Africa.  % 

Sipping  a  homemade  cocktail  of 
sugarcane,  coconut  and  passion-fruit 
juice,  Ma\air  Madh\ani  looks  out  o\^er 
his  lush  22,000-acre  estate  outside 
Jinja,  Uganda.  "Where  are  the  Amer- 
icans.^"  he  asks,  rhetorically.  "Why 
aren't  they  here?"  Given  a  few  more 
years  of  spreading  peace  and  progress, 
thev  ^^ill  come.  tM 
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Here    tomorrow 
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ViewSonic  has  grov\ii  from  being  a  dis- 
play technology'  company  to  being 
The  Display  Tecfmolog]'  Company." 
The  leaders.  The  innovators.  Tlie  dis- 
plays of  the  21st  Centur}-  and  beyond. 
Consistent!}-  predicting  the  future  and 
getting  there  first  has  made  both  the 
company  and  it's  products  a  runaway 
success  stor\'.  Take  the  new  line  of 
space  saving  \'iewPanel®  displays 
for  example.  Featuring  MewSonic  s 
proprietary-  flat  screen  technology', 
they  completely  redefined  the 
traditional  viewing  experience. 
With  \iewPanel.  ViewSonic  has 
created  a  display'  that  stands 
above  the  crowd.  And  a 
display  equally  capable 
of  elevating  the  status 
of  those  who  own  it. 

For  more  infonim- 
tion  call  (800)  888-8583, 
press  option  3,  and  ask  for 
agent  code  1137  to  receive 
your  free  copy  of  our  "Monitor 
lOr  (Hon  To  Buy  A  Monitor 
Guide),  or  visit  our  website 
at:  u'uw.vieu'sonic.com. 


ViewSonic^ 

The  Display  Technolog}'  Company 
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Advertisement 
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sharker 


A  Partnership  In 
Engineering  Excellence 

Teniiant  and  Parker  Hannifin: 
Working  together,  they  make  the  world  cleaner  and  safer. 


When  the  editors  of  leading  business  publications  rate  the 
best-managed,  most-successful  enterprises  in  America, 
Tennant  Company  gets  mentioned  time  and  time  again. 
Tennant  is  a  leading  manufacturer  of  power  sweepers, 
scrubbers,  floor  polishers  and  floor  resurfacing  materials. 


Highly  maneuverable  Tennant  equipment,  employing  Parker  nyaraulic  noses  and 
fittings,  works  quickly  and  easily,  whether  in  confined  places  or  wide-open  spaces. 

Forbes  has  twice  named  Tennant  as  one  of  the  best 
small  companies  in  America.  Purchasing  Magazine  recently 
awarded  Tennant  its  coveted  Medal  of  Professional 
Excellence,  the  first  ever  to  a  company  its  size.  And  the 
authors  of  Tlie  100  Best  Companies  to  Work  For  in  America 
listed  Tennant  in  the  book's  second  edition. 

Hydraulics  play  a  critical  role  in  the  performance  of 
Tennant  sweepers  because  fluid  power  replaces  an  array  of 
belts,  chains  and  gears.  That's  why  Parker  Hannifin  is  proud 
to  be  the  exclusive  supplier  of  hydraulic  hoses  and  fittings 
for  all  Tennant  sweepers  and  scrubbers. 

Sweeping  away  the  old  rules 

With  over  200  patents  and  countless  innovations  to  its 
credit,  Tennant  has  a  culture  that  encourages  its  people  to 
break  "rules"  that  other  organize'  ons  have  followed. 

One  of  these  rules  was  that  suppliers  are  just  suppliers  — 
they  deliver  a  part  made  to  specs;  that's  it.  But  the  Tennant 
rule  is:  Choose  only  the  best  suppliers  and  work  in  partner- 
ship with  them  to  improve  product  performance  and  lower 
costs. 

Since  1987,  Tennant  and  Parker  encineers  have  worked 
closely  together,  early  in  the  produc-design  stage.  This 


team  effort  has  paid  off  with  hydraulic  systems  that  perform 
more  efficiently,  with  fewer  pressure  drops,  and  perform 
more  reliably  with  tighter  seals.  In  fact,  the  chance  for 
hydraulic  leaks  in  Tennant  sweepers  and  scrubbers  is  all  but 
eliminated. 

And  the  cost  of  achieving  this  increased  level  of 
quality  has  actually  gone  down.  Component  costs  have 
been  reduced  by  using  fewer  hydraulic  connections. 
Manufacturing  costs  have  been  reduced  by  using  more  sim- 
plified assemblies. 

85  parts:  one  part  number 

Using  an  innovative  Parker  supply  concept,  all  the  hydraulic 
hoses  and  fittings  needed  to  build  a  Tennant  machine  are 
now  organized  and  placed  into  mobile  kit-carriers  at  the 
local  Parker  service  center  so  they  can  be  delivered  to 
Tennant  assembly  lines  on  a  just-in-time  basis.  As  a  result, 
up  to  85  part  numbers  are  reduced  to  one.  And  the  costs 
associated  with  ordering,  stocking  and  handling  parts  have 
been  dramatically  reduced. 

Partnerships  mean  performance 

"Parker  people  often  exceed  our  own  expectations,"  says 
Doug  Hoelscher,  Tennant  Vice  President  of  Manufacturing, 
Procurement  and  Engineering.  "For  example,  on  the  Model 
830,  our  largest  sweeper,  we  never  asked  them  for  parts- 
engineering  drawings.  They  took  the  initiative  and  started 
preparing  them.  We  never  asked  them  to  store  our  parts 
information  in  their  computers.  They  set  up  the  system  so 
we  wouldn't  have  to." 

"Thanks  to  Parker,  we  have  been  able  to  get  a  better 
product  to  the  market,  faster,  and  at  lower  cost,"  adds  Roger 
Hale,  Tennant  President  and  CEO.  It's  a  relationship  that  has 
worked  out  far  better  than  we  ever  imagined  it  would." 

Today,  Parker  Hannifin  manufactures  the  industry's 
broadest  line  of  hydraulic,  pneumatic  and  electromechanical 
components.  Parker  also  provides  leading-edge  manufac- 
turing technology  and  the  worid's  largest  and  best-managed 
distribution  system.  But  perhaps  its  most  valuable  asset  is 
its  ability  to  provide  premier  customer  service  based  on 
close  working  partnerships. 

Partnerships  like  this  one  with  Tennant  Company  are  an 
important  reason  why  Parker  Hannifin  grew  to  sales  of  more 
than  $4  billion  with  record  earnings  in  fiscal  1997.  Today, 
Parker  serves  more  than  350,000  customers  in  industrial 
and  aerospace  markets  woridwide. 
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t^arker  and  Tennant... 
eading  by  putting  the  customer  first 


n  1976,  Roger  Hale  became  President 
ind  Chief  Executive  Officer  of  Tennant. 
'he  company  was  already  recognized 
s  a  world  leader  in  industrial  floor- 
naintenance  machinery. 

But  under  his  leadership,  the  best 
)ecame  even  better.  Sales  more  than 
loubled  and  Tennant  soon  developed 
I  reputation  for  world-class  quality  and 
customer  service. 

Tennant  sets  new  standards  by 
jainstakingly  selecting  superior  suppliers 
ind  offering  a  toll-free  product  infor- 
nation  hotline,  plus  extensive  training 


for  customer  personnel. 

The  goal  is  to  provide  the  cleanest, 
safest  work  environment  at  the  lowest 
possible  cost.  As  Tennant's  exclusive 
supplier  of  hydraulic  hoses  and  fittings, 
Parker  Hannifin  meets  the  challenge. 

Parker  and  Tennant  engineers  continue 
to  advance  hydraulic  technology.  The 
result:  improved  product  performance  and 
lower  manufacturing  cost.  The  all-Parker 
hydraulics  are  so  reliable  that  they're 
guaranteed  leak-free  for  up  to  three  years. 

Partnering  with  our  customers  is  a  key 
reason  why  Parker  has  grown  to  be  the 


world  leader  in  motion-control  technology. 
Today,  we  manufacture  the  industry's 
broadest  line  of  hydraulic,  pneumatic 
and  electromechanical  components  and 
systems.  Our  customers  are  industrial, 
aerospace  and  automoti\  e  leaders  —  the 
world  o\  er. 

For  more  information,  write  for  our 
annual  report:  Parker  Hannifin 
Corporation,  Dept.  FB-1 17.  6035  Parkland 
Blvd.,  Cleveland  Ohio  44124-4141. 
For  product  information,  call  I-800-C 
PARKER  (1-800-272-7537). 
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A  partnership  in  vital  technologies 
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BY  JERRY  FLINT 


Jerry  Flint, 
a  former  FORBES 
Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


Ford  third -quarter  earnings  came  out  in 
mid-October,  and  they  beat  the  analysts'  esti- 
mates: Ford  had  earned  90  cents  per  share,  as 
against  a  consensus  of  83  cents.  The  stock 
took  a  small  hit?  Hey!  Are  investors  so 
spoiled?  They  knock  a  stock  down  when  earn- 
ings are  better  than  expected? 

Here's  the  explanation:  Some  analysts  were 
worried  that  maybe  too  much  of  the  earnings 
came  from  trucks,  which  of  course  includes 
vans  and  four-wheel -drive  utility  vehicles  like 
the  Explorer.  What  would  happen  when  the 
truck  boom  slowed? 

Well,  what  would  happen  to  Microsoft  if 
people  stopped  using  PCs?  What  would 
happen  to  Nike  if  people  were  to  go  back  to 
wing  tips?  The  point  is  that  the  truck  boom 
shows  no  signs  of  ending.  Quite  the  contrary. 
It  is  still  warming  up. 

This  year  sales  in  the  U.S.  of  the  sport  utili- 
ty vehicles — those  Explorers  and  Jeeps  and  all 
the  rest — will  total  around  2  million.  Over  the 
next  few  years  the  total  could  grow  to  2.5 
million.  The  rate  of  increase  will  slow,  but  the 
direction  still  is  clear. 

Competition  will  toughen  as  more  vehicles 
enter  the  showrooms  and  capacity^  increases, 
and  more  used  utility  vehicles  enter  the 
market.  But  the  market  is  not  going  to  sud- 
denly dry  up.  Those  so-called  utility  vehicles 
are  very  much  in  tune  with  current  lifestyles 
and  life  images. 

In  the  utilities,  Ford  has  its  new  Lincoln 
Navigator  and  should  have  its  new,  smaller, 
car-based  four-wheeler  in  production  around 
the  end  of  next  year.  A  $20,000  four-wheeler 
from  Ford  has  enormous  potential,  and  it's 
years  ahead  of  similar  products  from  Chrysler 
or  General  Motors.  Ford's  big  pickup  is  still 
the  nation's  best-selling  vehicle,  and  next  year 
its  minivan  finally  will  get  a  fourth  door  to 
match  the  competition. 

Chrysler:  The  Jeep  Grand  Cherokee  has 
slipped  against  the  competition,  and 
Chrysler's  car  sales  are  weak.  The  Dodge  Ram 
pickup,  a  major  success  last  year,  slipped  this 
year.  It  had  only  two  doors,  while  Ford  and 
Chevy  are  offering  three  doors  on  the  extend- 
ed cab  pickups.  But  1998  looks  a  lot  better 
for  Chrysler.  A  new  utility  vehicle,  the  Dodge 
Durango,  has  just  gone  into  production.  It 
has  three  rows  of  seats  and  will  sell  at  around 


$30,000.  Durango  sales  could  make  up  for 
the  weakening  Grand  Cherokee,  and  by  next 
fall  there  will  be  a  new  Grand  Cherokee.  And 
for  1998  the  Ram  offers  four  doors.  With 
some  new  passenger  cars,  it  looks  like  a  strong 
line  for  Chrysler  next  year. 

General  Motors:  Market  share  has  contin- 
ued to  slide  this  year,  but  profits  rise.  GM  has 
cut  its  costs  and  no  longer  needs  half  the 
market  to  make  money.  Each  new  vehicle 
takes  20%  to  30%  fewer  hours  for  assembly.  If 
GM  could  increase  sales  along  with  those 
improving  costs,  profits  might  be  truly 

What* s  this? 

Ford  hiring  an  outsider 

as  its  new  design  chief? 


obscene.  GM  lagged  in  the  truck  revolution, 
but  it  is  catching  up.  Its  new  minivans,  sold  by 
Chevrolet,  Pontiac  and  Oldsmobile,  are  a  suc- 
cess. Its  Pontiac  GMC  division  will  have  new 
luxury  versions  of  its  utility  vehicles  next 
spring.  Next  fall  there  will  be  new,  big  pickup 
trucks  for  Chevrolet  and  GMC. 

In  Europe,  where  GM  was  strong,  but  weak- 
ened recendy,  new  models  will  be  out  by 
spring  to  challenge  Volkswagen. 

If  there  is  a  problem  for  the  U.S.  big  three, 
it  is  not  in  the  truck  market  or  in  slower  sales 
in  1998  but  in  competition  from  foreign  com- 
panies that  do  much  of  their  manufacturing 
here  now.  The  Germans  and  the  Japanese  are 
taking  an  increasing  share.  Detroit's  big  three 
are  down  to  60%  of  the  car  market.  In 
trucks — the  pickups,  vans  and  utilit)'  vehi- 
cles— an  American  near-monopoly  for  a  long 
time,  Detroit's  share  is  slipping  from  85% 
toward  80%.  The  strong  dollar  against  the  yen 
and  the  mark  gives  the  foreigners  some  price 
advantage,  and  they  still  have  an  edge  in  that 
elusive  quality  called  "prestige." 

Can  the  big  three  check  this  market-share 
loss  this  side  of  50%?  Ford  has  just  hired  a 
design  chief,  not  only  from  outside  the  com- 
pany but  from  outside  the  country  as  well:  J. 
(that's  right,  his  name  is  J.)  Mays,  the  fellow 
who  designed  the  prototype  of  the  new  Volks- 
wagen Beede.  This  is  a  frank  acknowledge- 
ment that — for  however  long  this  country 
dominated  the  global  car  business — Detroit 
doesn't  have  all  the  answers.  IB 
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if  your  reinsurer 

Knows  Only  One  Way  To  Go, 

Go  Another  Way. 


At  American  Re,  we  design  customized  solutions  that  meet  your 
unique  needs  —  solutions  based  on  an  understanding  of  the  practical 
realities  you  face.  "1|jf  And  as  a  member  of  the  Munich  Re  Group,  we 
have  unsurpassed  financial  strength  and  capacity.  "^  Why  is  working  with 
American  Re  a  smart  move?  "*^  We  help  you  reach  your  goals  your  way. 

American  Re-Insurance  Company,  555  College  Road  East,  Princeton,  New  Jersey  08543-5241  609-243-4200  www.amre.com 


.^  American  Re 


A  Member  of  We  Mutiicb  Re  tjroup 


You  are  in  big,  big  trouble  if  you  promote  the 
Ten  Commandments  in  school,  but  preaching  the 
recycling  religion  is  increasingly  de  rigueur. 


Why  reveling 
is  garbage 


By  Dan  Seligman 

Ten  good  reasons  not  to 
participate  in  America  Recy- 
cles Day  (Nov.  15). 

1.  We  begin  with  the  obvious. 
The  core  purpose  of  recycling  is 
to  conserve  raw  materials.  But 
there  is  no  present  or  prospec- 
tive shortage  of  raw 
materials,  so  there  is  no 
need  to  conserve  them. 
Airtight  logic,  ehr  As 
economist  Julian  Simon 
keeps  reminding  us, 
impending  shortages 
are  invariably  signaled 
in  higher  prices,  but 
raw  material  prices  keep 
falling  (in  real,  infla- 
tion-adjusted terms). 

2.  There    is    also    no 

shortage     of    landfill 

space.  As  guys  from  the  Cato  Institute 

keep  mentioning,  a  hole  in  the  ground 

100  yards  deep  and  30  miles  square 

could  hold  all  the  waste  produced  in  this 

country  during  the  next  thousand  years. 

To  be  sure,  that  assumes  present  rates  of 

waste  production.  If  we  doubled  the 

rate,  we  might  have  to  dig  another 

hole  in  a  few  hundred  years. 

3.  There  is  a  genuine  shortage  of 
leisure  time  in  the  land.  This  has 
obviously  not  occurred  to  the  pro- 
moters of  America  Reaxles  Day,  but 
bundling  up  newspapers  and 


sending  used  LaserJet  toner  cartridges  back  to 
He\\'lett-Packard  can  cut  into  the  cocktail  hour. 

3  (a) .  Washing  cloth  diapers  at  home  is  also  a 
net  subtraction  from  leisure  time  and  is  known 
to  occasion  feelings  of  re\'ulsion  among  home- 
makers.  It  remains,  however,  the  preferred 
solution  of  Earth  Day  celebrants,  since  cloth 
diapers  are  presumed  to  be  biodegradable,  and 
sending  them  out  for  washing  results  in  a  lot 
of  pickups  and  deliveries  by  vehicles  using  evil 
fossil  fuels.  So  what  are  homemakers  to  do? 
The  record  shows  that  se\'en  to  eight  years  ago 
they  were  being  arm-t\\'isted  by  environmen- 
talists and  regulators  into  buying  reusable 
cloth  diapers.  More  recently,  common  sense 
and  Procter  &  Gamble  public  relations — they 
are  not  completely  antithetical — have  clearly 
prevailed.  Disposable  diapers  today  have  an 
estimated  80%  of  the  market.  ■ 

4.  The  honorary  chairman  of  America  Recy- 
cles Day  is  a  politician  ^^'ho  goes  around  taking 
plainly  illegal  campaign  contributions  from  a 
Buddhist  temple. 

5.  Depending  on  whom  you  believe,  the  self- 
same Vice  President  had  something  or  nothing 
to  do  uith  the  federal  grants  received  by  a  recy- 
cling  company  called  Molten  Metal  Technolo- 
g\^,  whose  head  contributed  money  to  endow  an 
academic  chair  in  memory  of  Al  Gore's  sister. 

6.  The  recycling  laws  are  criminalizing  people 
like  John  Mocombe,  the  increasingly  famous 
amateur  filmmaker.  For  folks  who  missed  the 
Oct.  16  Associated  Press  story  about  John,  he 
got  arrested  for  trucking  thousands  of  bottles 


The  late  news  from  the  diaper  front  is  that  two 

powerful  forces — Procter  &  Gamble  public  relations 

and  plain  old  common  sense—have  combined  to  win  the  war. 
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The  Mitsubishi  Diamante  strikes  a  diplomatic  to  provide  stunning  silence.  And  the  list  of 
balance  between  elegance  and  strength.  With  luxuries  is  equally  impressive,  with  a  multi- 
the  largest  V6  in  its  class*  The  Mitsubishi  Diamante,  adjustable  driver's  seat,  a 
and  a  transmission  that  will  learn  Built  For  Living."  6-speaker  audio  system,  fully- 
your  driving  style,  acceleration  is  outstanding.  automatic  climate  control  and  an  anti-theft 
Advanced  sound  insulation  combines  with  one        security  system.  The  Mitsubishi  Diamante, 


of  the  most  aerodynamic  designs  in  its  class        superb  seating  for  a  command  performance. 


W 


The  interior  is  always 
comfortable,  thanks 
to  a  fully-automatic 
climate  control  system! 


The  refined  3.5-liter, 
210-horsepower  V6  is 
strong,  smooth  and 
remarkably  efficient. 


A 


MITSUBISHI 
DIAMANTE 


Built    For    Living. 


For  the  dealer  nearest  you  or  a  free  brochure,  call  1-800-5SMITSU.  Or  visit  our  web  site  at  www.mitsucars.com 

'Class  Includes  1997  import  near-luxury  sedans  priced  under  $40,000.  tinset  photo  shows  vehicle  with  optional  Luxury  Convenience  Group. 
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No  endorsement  can  make  you  feel  comfortable  unless 
B  it  comes  from  a  credible  source.  And  widi  one  major 
"**  corporation  after  another  switching  to  Gateway  2000, 
that's  exactly  what  you  get. 
Like  you,  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and 
exceed  their  expectations.  So  that's  precisely  what  we  gave  them. 
For  starters,  tihe  E-Series  desktop  line  meets  manageability  head- 
on  with  features  like  stable  network-ready  platforms, 
DMI  compliance  and  LANDesk  Client  Manager.  So  your 
company  can  grow  at  its  own  pace. 

And  no  one  in  the  industry  can  match  the  degree  of 
modularity  offered  by  Gateway™  Solo™  portable  computers. 
Now,  not  only  can  you  switch  components  individually  with 
one  product,  you  can  also  switch  components  across  die  cunent 
Gateway  Solo  line. 


We  also  have  a  full  line  of  servers  that  are  among  the  indust 
leaders  in  fault-tolerance  capabilities.  And  each  server 
equipped  with  components  that  allow  for  easy  scaleability 
memory  and  expansion  in  network  size.  So  if  your  compai 
grows  from  30  employees  to  3,000,  now  your  network  can  to 

Of  course,  our  full  line  of  workstations  can  grow  widi  you 
well.  Each  workstation  is  certified  widi  Microsoft  Windows  N 
and  leading  application  software.  And  each  one  featUTi 
industry-leading  graphic  power  which  provides  you  wil 
uncompromismg  performance. 

The  way  we  see  it,  when  it  comes  to  business  computet 
we  won't  stop  until  we're  the  leader.  So  give  us  a  call,  and  we 
put  you  in  touch  with  one  of  our  sales  representative 
They'll  be  happy  to  answer  all  your  questions.  Of  cours, 
you  could  also  talk  to  our  friends  at  Union  Pacific,  Ocea[ 
Spray,  Hughes  Defense  Communication ... 


E-1000  Low  Cost  Network-Ready  Desktop  ■  Intel'  166MHz  Pentium'  Processor  with  MMX^'  Technology  ■  16MB  SDRAM  •  256K 
Pipelined  Burst  Cache  •  EV500  .28  Screen  Pitch  15"  Monitor  (13.9"  viewable)  •  Integrated  PCI  Video  with  2MB  DRAM  ■  1.2GB  HIDE 
Hard  Drive  ■  3.5"  Diskette  Drive  •  16-Bit  Sound  Blaster'  Compatible  Business  Audio  •  Integrated  10/100  Fast  Ethernet  ■  E-Seties  Low- 
Profile  Desktop  Case  ■  104'  Keyboard  &  Mouse  ■  Microsoft'  Windows'  95  •  Desktop  Management  Interface  PMI)  1.1  Compliant  • 
Intel  LANDesk'  Client  Manager  3.01  S1099  Business  Lease  '$40/mo. 

&3110SE  Mainstream  Network-Ready  Desktop  •  Intel  233MHz  Pentium'-  n  Processor  with  MMX  Technology  •  32MB  SDRAM  • 
Integrated  512K  Pipelined  Burst  Qche  ■  EV700  .28  Saeen  Pitch  17"  Monitor  (15.9'  viewable)  ■  AccelGraphics'  Pemiedia'  2  32-Bit  AGP 
with  8MB  SGRAM  •  3.2GB  Ultra  ATA  Hard  Drive  ■  12X  CD-ROM  Dnve  and  3.5"  Diskette  Dnve  •  3Com'  Ethernet  Adapter"  E-Series 
Mid-Tower  Case  (shown  with  desktop  case  option)  •  104'  Keyboard  and  MS'  LntelliMouse'"  ■  MS  Windov/s  95  ■  (DMI)  1.1  Compliant 

■  Intel  LANDesk  Client  Manager  3.01  ■  Gateway  Gold"  Seivice  and  Support  for  E-Senes  PCs'  S1999  Business  Lease  'S/S/mo. 

&3110XL  High  Performance  Network-Ready  Desktop  ■  Intel  300MHz  Pentium  n  Processor  with  512K  ECC  Cache  ■  64MB  SDRAM 

■  EV900  .26  Screen  Pitch  19"  Monitor  (18"  viewable)  •  AccelGraphics  Permedia  2  32-Bit  AGP  with  8MB  SGRAM  ■  6.4GB  Ultra  ATA 
Hard  Dnve  •  1 2X  CD-ROM  Dnve  and  3.5"  Diskette  Dnve  •  3Com  Ethernet  Adapter  •  E-Senes  Mid-Tower  Case  ■  104'  Keyboard  and 
MSlntelliMouse"  MS  Windows  95"  PMI)  1.1  Compliant'  Intel  LANDesk  Client  Manager  3.01 'Gateway  Gold  Service  and  Support 
for  E-Series  PCs'  S2999  Business  Lease  •SllO/mo. 

&5002  Technical  Workstation  •  Intel  300MHz  Pentium  n  Processor  (expandable  to  two  processors)  ■  128MB  ECC  SDRAM  ■  EV900 
.26  Screen  Pitch  19"  Monitor  (18"  viewable)  •  8MB  AccelGraphics  Permedia  2  AGP  Graphics  Card  ■  Seagate'  9GB  10.000  RPM  Ultra 
Wide  SCSI  Hard  Dnve  ■  12X  SCSI  CD-ROM  Drive  and  3.5"  Diskette  Dnve  •  3Com  10/100  PCI  Network  Card  ■  E-Senes  Worbtation 
Tower  Case  ■  104-  Keyboard  &  MS  IntelliMouse  •  Intel  LANDesk  Client  Manager  3.01"  MS  Windows  NT*  4.0 
S4999  Business  Lease  ■$183/mo.  CDRS-03  32.42 

Gateway  Solo  2300  Portable  ■  12.1 "  SVGA  TFT  or  SVGA  DSTN  Color  Display  ■  Intel  Penoum  Processor  with  MMX  Technology 
up  to  233MHz  ■  SDRAM  Expandable  to  192MB  ■  256K  Pipelined  Burst  Cache  ■  128-Bit  Graphics  Accelerator  w/64K  Colors  •  Up  to 
4GB  Hard  Dnve  •  Modular  3.5'  Diskette  Dnve  ■  Modular  6X  min/1  IX  max  CD-ROM  Dnve  •  16-Bit  Wavetable  Sound  &  Stereo 
Speakers  •  NiMH  Battery  &  AC  Pack  or  a  12-CelI  Lithium  Ion  Battery  &  AC  Pack  •  85-Key  MS  Windows  95  Keyboard  ■  Canymg 
Case  •  NTSC/PAL  Video  Out  •  USB  Ports  &  Zoomed  Video  ■  MS  Windows  95  or  MS  Windows  NT  4.0  ■  MS  Worb  95  or  MS  Office 
97,  Small  Business  Edition  plus  Bookshelf  96  •  LapLink'  for  Windows  95  &  McAfee"  VinisScan  •  Gateway  Gold  Ser\'ice  and  Support 
tor  Portable  PCs    Prices  Starting  at  S2099  (Ouandty  1)  Business  Lease  •$77/mo. 

Gateway  Solo  9100  Portable  ■  13.3'  XGA  TFT  Color  Display  (1024  X  768  resoluoon)  •  Intel  Pentium  Processor  with  MMX 
Technology  via  Intel's  Mobile  Module  (I.M.M.)  ■  SDRAM  Expandable  to  192MB  ■  Up  to  512K  Cache  ■  4MB  EDO  Video  RAM  (1280 
X  1024  external)  •  Up  to  5GB  Hard  Dnve  ■  Removable  Combo  6X  min/1  IX  max  CD-ROM  &  35'  Diskette  Drives  ■  Premium  Sound 
System  w/16-Bit  Wavetable  Sound  &  Yamaha'  Stereo  Speakers  ■  12-Cell  Lithium  Ion  Battery  &  AC  Pack  ■  Full  88-Key  MS  Windows 
95  Keyboard  •  Carrying  Case  •  NTSC/PAL  Video  Input  &  Output  •  USB  Ports  &  Zoomed  Video  •  15-Pin  MIDI/Game  Port  ■  MS 
Windows  95  or  MS  Windows  NT  4.0  •  MS  Worb  95  or  MS  Office  97.  Small  Business  Edition  plus  Boobhelf  96  •  UpUnk  for 
Windows  95  &  McAfee  VinisScan  •  Gateway  Gold  Service  and  Support  for  Portable  PCs  PriCCS  Starting  at  S3499  (Quantity  1) 
Business  Lease  '$128/mo. 

NS-7002  Workgroup  Class  Server-  Intel  300MHz  Penoum  II  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Error- 
Checking  and  Correcting  Memory  Subsystem  with  64MB  R/iM  ■  Several  RAID  Upgrades  Available  •4GB  Ultra  Wide  SCSI  Hard  Dnve 
■  12X  SCSI  CD-ROM  Drive  and  3.5'  Diskette  Drive  ■  3Com  10/100  Ethernet  Adapter  •  Seven-Bay  Server  Tower  Case  ■  325-Watt 
Power  Supply  •  104  Keyboard  &  Microsoft  IntelliMouse'  InforManager""  Server  Management  System  with  ActiveCPR  Processor 
Protection  $3299  Business  Lease  '$121/mo. 

NS^002  Department  Class  Server  •  Intel  300MHz  Penoum  U  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Error- 
Checking  and  Conecting  Memory  Subsystem  with  128MB  RAM  ■  Quick  Hot-Swap  (OHS)  RAID  Storage  System  with  Three 
Channel  Controller  •  Three  Hot-Swappable  4.2GB  SCA  Hard  Dnves  ■  12X  SCSI  CD-ROM  Dnve  and  3.5'  Diskette  Dnve  • 
3Com  10/100  Ediemet  Adapter  ■  Thirteen-Bay  Server  Tower  Case  ■  Dual  365-Watt  Redundant  Power  Supphes  with  Loadshare 
Capability  ■  104'  Keyboard  &  MS  IntelliMouse  •  InforManager  Server  Management  System  with  AcnveCPR  Processor  Protecoon 
$7999  Business  Lease  '$293/mo. 

NS-9006  Enterprise  Class  Server  •  Two  Intel  200MHz  Penoum"  Pro  Processors  with  512K  Cache  (expandable  to  six  processor)  • 
Error-Checking  and  Conecting  Memory  Subsystem  with  128MB  RAM  •  Quick  Hot-Swap  (QHS)  RAID  Storage  System  wirfi  Three 
Channel  Controller  -Three  4.2GB  SCA  SCSI  Hard  Dnves  ■  12X  SCSI  CD-ROM  Dnve  and  3.5'  Diskette  Dnve  •3Com  10/100  Ethernet 
Adapter  ■  Double- Wide  Fourteen-Bay  Chassis  •  N-^l  Power  Supply  Subsystem  with  Two  Hot-Pluggable  350-Watt  Power  Suppbes 
(upgradeable  to  four)  •  104'  Keyboard  &  MS  IntelliMouse  ■  InforManager  Server  Management  System  with  ActiveCPR  Processor 
Protecoon  $12,999  Business  Lease  '$476/mo. 
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YOU'VE    GOT    A    FRIEND    IN    THE    BUSINESS 
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CALL  1-888-888-0795  wwwgateway  com 
Gate-way  2000  Major  Accounts,  Inc. 


97  Gateway  2000,  Inc.  Gateway  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  tradentiarks;  Gatbway  and 
way  Solo  are  trademarks;  and  Gateway  Gold  is  a  sen/ice  mark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo,  Intel,  LANDesk  and  Pentium  are  registered  trademarks, 
MMX  is  a  trademark  of  Intel  Corporation.  Not  all  Gateway  E-Series  PCs  and  NS-Sevies  Sei-vers  contain  the  Pentium  II  processor.  The  Gateway  Solo  PC  does  not 
ain  the  Pentium  II  processor.  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000 
iucts  are  custom  engineered  to  Gateway  2000  specifications  which  inay  vary  from  the  retail  versions  of  the  software  and;  or  hardware  in  functionality,  perfomiance, 
ompatibility.  All  prices  and  configurations  arc  subiect  to  change  without  notice  or  obligation.  Prices  do  not  include  shipping  or  applicable  sales  tax.  Gateway  2000 
or  Accounts,  Inc.  is  a  wholly  owned  subsidiarv  of  Gateway  2000,  Inc.  'E-Serics  PCs  are  covered  by  a  three-year  limited  warranty.  Length  and  type  of  service  varies 
iduct.  Call  or  write  for  a  free  copy  of  our'limited  warranty:  800-846-2000.  (ilO  Gateway  Dnve.  N.  Sioux  City.  SD  57049. leasing  arranged  by  independent 
g  companies  to  qualified  commercial  customers.  Lease  payments  based  on  36-nionth  term.  Lease  terms  subject  to  change  without  notice  or  obligation. 
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Did  Princess  Diana  inspire  the  dreamer  who  trucked 
20,000  cans  and  bottles  to  Michigan,  where  you  get 
a  dime  for  each  one?  We  may  never  know. 


and  cans  from  New  York,  where  they  pay 
only  5  cents,  to  Michigan,  where  you  get  a 
dime.  At  last  report,  Mocombe  was  plead-  ■ 
ing  guilt)^  to  fraud.  And  we  still  can't  figure 
out  what  the  crime  was. 

6(a).  Additional  essential  details  on  the  case: 
When  asked  whether  his  caper  had  been 
inspired  by  a  somewhat  similar 
story  line  in  an  old  Seinfeld 
episode — the  one  where  Kramer 
and  Newman  use  a  postal  truck 
for  hauling  botdes  and  cans  to 
Michigan — Mocombe  denied  it. 
He  said  he  sought  the  dimes 
because  he  needed  money  to 
make  a  movie  about  the  plight  of 
the  homeless.  He  also  said  he  had 
been  inspired  by  the  ide- 
alism of  Princess  Diana. 

6  (b) .  Sudden  after- 
thought on  the  Mocombe 
case:  Maybe  the  crime  was 
perjury. 

7.  Based  on  knowledge 
and  belief,  and  support- 
ed   by    Jerry    Taylor, 
director      of     natural 
resource  studies  at  the 
Cato      Institute,      we 
would  say  recycling  usu- 
ally makes  economic  sense  when  it  hap- 
pens "naturally" — ^when  it's  not  mandat- 
ed by  government — and  usually  doesn't 
make  sense  when  it  happens  only  because 
it  has  been  thusly  mandated.  Taylor  says 
economic  waste  associated  with  mandat- 
ed recycling  probably  runs  into  the 
tens  of  billions  of  dollars. 

7(a).  Recycling  is  a  farce  when 

municipalities  spend  heavily  on  it 

and  then  have  to  pay  people  to  take 

away  the  stuff — a  standard  scenario 

across  the  land.  And  recycling  is  a 

logical,  totally  inescapable 

development  when  the  end 

product  has  some  genuine 

market  value.  Several  years 

ago,  when  newsprint  prices 

were  skyrocketing,  cities  all 

over  America  found  them- 


selves having  to  deal  with  freelance  rccyclers 
who  got  to  be  called  "paper  rustlers" — charac- 
ters who  were  snatching  and  reselling  the 
bound-up  papers  at  curbside  before  the  munic- 
ipal sanitation  department  came  along.  One  of 
our  favorite  1995  editorials  was  the  one  in  the 
Houston  Chronicle  calling  for  jail  and  other  stern 
measures  to  deal  with  the  thieves  while  simulta- 
neously worrying  that  this  exercise  shouldn't 
turn  into  "harassment  of  the  homeless."  Lucki- 
ly or  otherwise,  the  problem  went  away  in  1996, 
when  newsprint  prices  collapsed.  Unfortunately 
for  the  homeless,  the  prices  are  still  weak. 

8.  Amazing  detail:  Arguably  the  best,  most 
devastating  critique  of  recycling  to  appear  in 
recent  years  was  a  long,  fact-freighted  June  30, 
1996  article  in,  of  all  places,  the  Sunday  mag- 
azine section  of  the  liberal  New  York  Times. 
The  article,  by  staff  writer  John  Tierney,  says 
that  "recycling  may  be  the  most  wastefiil  activ- 
ity in  modern  America"  and  along  the  way 
shoots  down  just  about  every  environmental- 
ist claim  for  recycling  you  have  ever  heard. 

8(a).  Why,  Tierney  asks  in  the  course  of  one 
shoot-down,  do  we  have  so  many  government 
mandates  for  recycling  paper?  There  is  cer- 
tainly no  shortage  of  trees.  The  data  show 
three  times  as  much  virgin  timber  in  the  U.S. 
today  as  in  1920.  And  the  newspaper  recy- 
cling process  is  itself  a  source  of  pollution: 
"frimes  and  noise  from  collection  trucks,  solid 
waste  and  sludge  from  the  mills  that  remove 
ink  and  turn  the  paper  into  pulp.  Recycling 
newsprint  actually  creates  more  water  pollu- 
tion than  making  new  paper." 

9.  Proponents  of  recycling  are  lousy  writers,  as 
evidenced  by  every  other  sentence  in  Al  Gore's 
Earth  in  the  Balance.,  also  by  the  following 
mangled  verbiage  recently  noted  on  the 
Hewlett-Packard  toner-cartridge-recycling 
Web  site:  "We  proactively  avoid  154  hazardous 
materials  from  being  used  in  our  products. . .." 

10.  We  now  live  in  a  country  where,  to  pla- 
giarize a  thought  of  Yale  Professor  David 
Gelernter,  you  are  in  big,  big  trouble  if  you 
promote  the  Ten  Commandments  in  school, 
but  preaching  the  recycling  religion  is  increas- 
ingly de  rigueur.  Even  though  most  of  the 
kids  getting  indoctrinated  were  wearing  dis- 
posable diapers  just  a  few  years  earlier.        ^ 
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ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
nnoney  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 
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IT  LOOKS  EVEN  SCARIER 
ON  A  BALANCE  SHEET. 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  paitner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  world,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  deva^^g  on  paper. 
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A  bridge  can  connect  towns, 

countries, 

or  continents. 
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A  bridge  doesn't  havi 
1  be  Vade  of  iron,  concrete  or  steel 


X 


\- 


NEC  multimedia  links  the  world. 

A  12-year-old  in  New  Zealand  answers  a  question 
asked  by  a  teacher  in  Florida.  Meanwhile,  a  scientist 
studying  tornadoes  in  Oklahoma  rapidly  calculates  data 
as  a  funnel  cloud  approaches. 

Whether  you're  right  next  door 
or  halfway  around  the  world,  NEC  pro- 
vides the  multimedia  tools  you  need  to 
stay  connected. 

Tools  like  wireless 
technologies,  and  powerful 
memory  chips  that  allow  you 
to  process  information  faster. 
As  well  as  imaging  products 
and  international  satellite  systems  that  enable  people 
on  opposite  ends  of  the  earth  to  work  face-to-face. 

You  see,  NEC  has  a  simple  philosophy  about 
multimedia.  We  believe  that  by  bringing  different 
technologies  together,  we  do  something  even  more 
important.  Bring  people  together. 

For  more  information,  call  1-800-338-9549  or 
visit  us  at  www.nec.com.  And  see  what  kind  of  bridges 
we  can  build  for  you. 


©1997  NEC  USA,  Inc. 
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How  affirmative  action 
harms  minorities 


BY  DIANE  RAVITCH 


Diane  Ravitch 
is  a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


In  recent  months,  news  stories  have 
appeared  about  the  allegedly  disastrous  effects 
of  ehminating  affirmative  action  in  higher 
education.  At  highly  competitive  law  schools 
in  California  and  Texas,  the  numbers  of 
African-Americans  and  Hispanics  accepted  for 
admission  dropped  sharply.  Berkeley's  law 
school  admitted  only  14  black  students,  com- 
pared with  75  in  the  previous  year. 

In  a  commencement  address  at  the  Univer- 
sity of  California  at  San  Diego  last  June,  Bill 
Clinton  argued  that  we  might  be  heading 
toward  a  new  form  of  segregation  unless  racial 
preferences  are  preserved. 

Are  minority  students  being  driven  out  of 
higher  education.^  Not  so.  On  virtually  the 
same  day  that  law  schools  in  California  and 
Texas  told  of  declining  minority  enrollments, 
a  major  study  reported  that  college  enroll- 
ments among  minorities  rose  across  the  nation 
in  1995. 

The  American  Council  on  Education  found 
that  college  enrollments  increased  between 
1994  and  1995  among  Native  Americans  (up 
by  3.1%),  Asian- Americans  (up  3%),  African- 
Americans  (up  1.7%)  and  Hispanics  (up 
4.6%).  The  only  group  that  showed  a  decline 
in  enrollments  was  whites  (down  1.1%). 

Racial  and  ethnic  groups  are  enrolled  in 
higher  education  in  numbers  similar  to  their 
representation  in  the  population.  Asian-Amer- 
icans, 5.6%  of  all  college  students;  African- 
American  students,  10.3%;  Hispanics,  7.6%. 

For  African-American  and  Hispanic  high 
school  graduates,  getting  into  college  is  not  a 
problem.  Few  American  colleges  are  highly 
selective.  Most  accept  almost  everyone  with  a 
high  school  diploma,  and  many  accept  appli- 
cants without  a  diploma. 

The  problem  for  minority  students  is  grad- 
uating from  college.  Most  African -American 
and  Hispanic  students  who  enter  college  do 
not  graduate. 

As  Forbes  columnist  Thomas  Sowell  has 
pointed  out,  affirmative  action  promotes 
mismatching  of  students  and  institutions. 
Many  minority  students  are  encouraged  to 
enroll  in  universities  where  the  demands  are 
too  much  for  them.  It  is  no  favor  to  push 
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students  into  institutions  where  they  cannot 
succeed.  Far  better  for  a  minorit)'  student  to 
graduate  from  a  state  university  than  to  drop 
out  of  EUte  U. 

Affirmative  action  diverts  attention  from 
the  steps  that  must  be  taken  in  elementary 
and  secondary  schools  to  assure  that  Afi'ican- 

A£Gu*mative  action  diverts  attention 
from  the  steps  that  must  he  taken 
to  assure  African- American  and 
EUspanic  students  are  ready  for 
higher  education. 


American  and  Hispanic  students  are  ready  for 
higher  education. 

In  short,  the  real  problem  is  not  at  the  col- 
lege level — but  in  the  schools.  According  to 
federal  testing  data,  the  average  Airican -Amer- 
ican student  in  12th  grade  performs  at  about 
the  same  level  as  the  average  white  student  in 
8th  grade.  In  every  subject  area  tested  by  the 
federally  fijnded  National  Assessment  of  Edu- 
cational Progress — ^whether  reading,  science, 
mathematics,  history  or  geography — there  was 
a  four- year  difference  in  the  scores  of  white 
and  African -American  high  school  seniors. 
Hispanic  seniors  are  almost  as  far  behind  on 
the  same  measures. 

This  huge  achievement  gap  is  ominous  for 
minority  students  because  it  means  that  many 
of  those  who  graduate  from  high  school  have 
been  pushed  along  from  grade  to  grade  by 
fi-audulent  "social  promotion"  policies.  Many 
of  those  who  enter  college  will  have  to  take 
remedial  courses.  And  even  with  remediation, 
many  will  discover  that  their  inadequate 
schooling  makes  it  nearly  impossible  to  catch 
up,  or  to  graduate  fi"om  college. 

Let's  stop  the  fi-aud:  Stop  promoting  kids 
to  the  next  grade  if  they  have  not  achieved  the 
skills  and  knowledge  that  they  need.  Stop 
giving  them  meaningless  diplomas.  Stop  send- 
ing them  to  college  to  learn  basic  skills. 

Affirmative  action  conceals  the  achieve- 
ment gap.  It  will  not  close  it.  Only  improve- 
ments in  primary  and  secondary  education 
can  do  that.  ^ 
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Guaranteed  overnight  delivery 

by  3:00  P.M.  A  new  service  for 

your  demanding  deadlines. 


Guaranteed  overnight  delivery 

by  10:30  A.M.  For  your 

very  demanding  deadlines. 


Guaranteed  overnight  delivery 

by  8:00  A.M.  For  your 
extremely  demanding  deadlines. 


that's  too  soon. 


For  the  fastest  possible  delivery 
we'll  put  your  package  on  the 

next  flight  out.  For  your 
downright  ridiculous  deadlines. 


What  does  "urgent"  mean  to  you?  Does  it  mean  just 
getting  there  the  next  day?  Or  does  it  mean  getting 
there  on  the  next  fHght?  At  UPS  we  understand  that 
different  people  have  different  definitions  of  the  word 
"urgent."  Which  is  why  we  have  an  array  of  express 
deUvery  options.  All  guaranteed.*  Across  the  U.S.  And 
with  UPS,  you  only  pay  for  the  distance  your  package 
actually  travels.  We  even  provide  immediate  tracking 
and  delivery  confirmation.  So  give  us  a  call 
at  1-800-PICK-UPS  or  access  us  on  the 
Internet  at  www.ups.com.  We'll  get  right  on  it. 

MOVING  at  the  SPEED  of  BUSINESS." 
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Worldwide 
Olympic  Partner 
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'  Call  forguarantee  details,  >f  1997  United  Parcel  Servi 


To  keep  Caravan  looking  good  at  any  angle, 

we  use  a  highly  protective,  eight-step  finishing  process 

that  includes  a  full -body  powdered  anti-chip  primer  coat 

and  two  separate  clear  coat  applications. 


WITHOUT 


WITH 


ANTI-I.OCK       ANTI-LOCK 


Blb\KES 


BRAKES 


Features 

you're  sure  to 

appreciate... 


Caravan 's  available 
all-wheel-drive  system  features 
an  inter-axle  viscous  coupling 
that  automatically  gives 

more  torque  to  the 
rear  wheels  as  needed. 


Caravan  '5  available  remote 

keyless  entry  works  up  to  23  feet 

away.  And  it  includes  a  personal 

alarm  system  that  can  also  be 

activated  by  remote  control. 


.  When  we  redesigned  Caravan  we  rounded 
the  comers  for  a  more  aerodynamic  shape, 

and  still  found  a  way  to  get  32  more 
cubic  feet  of  room  over  the  previous  model. 
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Gloves,  maps  and  such  can  go  in 
Caravan 's  tilt-out  glove  box. 
And  some  models  have 
^  A-:     handy  door  pockets  for 
^■"■^      additional  storage. 
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Carpet  pile  - 
Mass  back  barrier  - 

Absorber  - 

Bake-on-mastic  - 
Sheet  metal  - 
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To  keep  things  nice  and  quiet, 
we  offer  carpeting  that's 
backed  by  three 
layers  of  sound 
insulation. 


iravan  not  only 
ers  a  convenient 
\'s  side  sliding  door, 
\everly  designed  to 
jld  both  sliding 
open ...  even  when 
I  're  parked  on  the 
feepest  of  hills. 


Dodge  Caravan  is  hacked 

by  our  Customer  One  Care™ 

3-year  or  36,000-mile  bumper-to-bumper 

warrant\'  and  3/36  Roadside  Assistance* 


still  more  information, 
ill  1-800-4-A-DODGE 
\r  visit  our  Web  site  at 

www.  4adodge.  com 


wteii  wunuiu\  &  restrictions  at  your  liealer 
f  normal  maintenance  <t  wear  items. 

Vse  seat  belts.  Remember  a  backseat  is  the 
hce  for  children. 


Caravan  Wm  The  New  Dodge 


One  of  the  world's  oldest  tourist  attractions,  Niagara 
Falls  has  fallen  on  hard  times.  A  dynamic  Hong  Kong 
businesswoman  plans  to  reverse  the  decline. 

Hong  Kong 
conies  to 
Niagara  Falls 


By  Justin  Doebele  and  Andrew  Tanzer 

The  Pillar  &  Post  Inn  in  Niagara- 
on-the-Lake  is  a  picture  of  rustic 
charm.  A  driver  in  a  top  hat  sits  in  a 
horse-drawn  carriage,  ready  to  take 
guests  on  a  leisurely  tour  of  the  colo- 
nial Ontario  town,  established  in  1781. 
Suddenly,  globalism  intrudes.  Driv- 
ing up  in  her  white  Mercedes,  a  small, 
smartly  dressed  woman  jumps  out 
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and,  spotting  an  overflowing  ashtray, 
snaps  at  the  doorman:  "Can  we  get 
this  cleaned  up  right  now?" 

Meet  Si  Wai  Lai.  A  native  of 
Guangzhou,  China,  the  49-year-old 
businesswoman  owns  the  place.  Once 
inside  the  lobby,  Lai  stoops  to  pick 
gum  wrappers  off  the  carpet  and 
straighten  a  bouquet  of  flowers. 


Lai  is  making  waves  in  this  former- 
ly sleepy  encla\'e  on  the  shores  of  Lake 
Ontario,  a  15 -minute  drive  from 
world-famous  Niagara  Falls.  Affluent 
people  fi-om  Toronto  and  nearb\'  Buf- 
falo, N.Y.  have  long  retreated  here  in 
the  summer.  For  35  years  the  annual 
Shaw  Festival  has  brought  revivals  of 
classic  theater,  but  there  hasn't  been 
much  to  attract  mass  tourism.  A  lot  of 
the  locals  want  to  keep  it  that  way. 

The  town  has  never  seen  anything 
like  Si  Wai  Lai.  In  just  four  years  she 
has  virtually  bought  the  town,  spend- 
ing $56  million  to  buy  the  four  small- 
ish hotels  that  dominate  the  upscale 
lodging  market.  In  paying  $17  mil- 
lion for  the  101 -room  Prince  of  Wales 
Flotel,  she  paid  one  of  the  highest 
per-room  prices  ever  paid  for  a  hotel 
in  Canada.  She  plans  to  erect  a  Euro- 
pean-style spa  on  an  unused  8.4-acre 
downtown  site.  She  owns  two  popu- 
lar restaurants,  a  trolley  car  for 
tourists,  a  gift  shop  and  four  private 
homes.  She  plans  to  spend  another 
$100  milHon  on  new  construction 
and  renovation.  This  in  a  hamlet  with 
3,500  year-round  residents. 

There's  no  doubt  that  Si  Wai  Lai 

Forbes  ■  November  17,  1997 


^ 


/ 


y.\.A 


Tf 


Syndications 


Private 
Placements 


Asset 
Securitization 


This  year's  biggest 
off-season  signing 
had  nothing  to  do 
with  top  draft  picks 
or  big  name  free  agents. 

When  the  Baltimore  Ravens  needed  an  experienced  financial 
partner  and  advisor,  they  turned  to  the  corporate  finance  team  at 
Fleet.  Using  an  innovative  strategy  we  were  able  to  restructure  and 
recapitalize  the  Ravens'  organization.  Our  solutions  proved  again 
that  Fleet  is  a  big  name  in  corporate  finance. 

JttFleet 

Ready  When  You  Are 


Acquisition 
Finance 


Mergers  & 
Acquisitions 


Advisory 
Services 


Real  Estate 

Investment 

Banking 


'  Ready  Wlicn  You  Are  is  a  service  mark  and  Fleet  is  a  registered  mark  of  Fleet  Financial  Cimup,  Inc.  ©1997  Fleet  Financial  Group,  Inc.  All  rights  ivser\  ed. 


IF  YOU  THINK  AMERICA'S  FUTURE  RIDES  ON  THE  INFORMATION 
SUPERHIGHWAY,  TRY  SENDING  A  MILLION  TONS  OF  STEEL  ON  IT. 


Web  site:  www.nscorp.com.   National  Customer  Service  Center:  1-800-NFLK-SOU  (635-5768).   Annual  report  requests:  1-800-531-6757. 


A  computer  line  is  great 
for  sending  information. 


But  to  move  thousands  of 


commodities  for  America's  industries,  you're  going 
to  need  something  sHghtly  larger.  Fortunately,  this 
remarkable  feat  is  performed  each  and  every  day 
by  Norfolk  Southern.  Carrying  steel  for  automobiles, 
coal  for  electricity  and  grain  for  food.  All  along  a 


rail  network  that  connects  our  customers  to  the 


marketplaces  of  the  world.  In  fact,  it's  a  system  that 
runs  so  efficiently,  it  almost  goes  unnoticed.  Which 
is  why  if  you'd  like  to  know  more  about  Norfolk  Southern, 


we  recommend  a  visit  to  our  web  site  at  the  address 


below.  After  all,  the  Internet  is  good  for  some  things. 


rviORF 

SOUTHE 


The  Thoroughbred  of  Transportation. 

®  1997  Norfolk  Southern  Corp  Three  Commercial  Place.  Norfolk,  VA  2)SI0 


can  come  up  with  the  cash. 
Her  twin  brother  is  Jimmy  Lai, 
one  of  Hong  Kong's  most  col- 
orfiil  and  imaginative  entrepre- 
neurs.   Like    his    sister,    he 
escaped     from     Communist 
China  to  Hong  Kong,  where 
he  founded  Hong  Kong-listed 
Giordano  International  Ltd.,  a 
hugely  successful  manufacturer 
and  regional  retailer  of  brand- 
ed, low-cost  casual  clothing. 
After  antagonizing  Beijing  with  his 
harsh  criticism  of  Chinese  premier  Li 
Peng  in  1994,  Lai  quit  Giordano's 
board  and  sold  his  interests  in  the 
company  and  its  China  subsidiary  for 
about  $250  million. 

In  Niagara-on-the-Lake  Jimmy  Lai 
is  putting  up  the  equity,  but  his  sister 
makes  the  investments  and  runs  the 
show.  His  participation  consists  chiefly 
of  occasional  visits  to  dieir  8  5 -year-old 
mother,  who  now  lives  there.  Jimmy 
focuses  on  his  successful  Hong  Kong 
media  empire,  publishing  the  leading 
newspaper,  Apple  Daily,  and  several 
weeklies,  including  Next  Magazine. 

Despite  Si  Wai  Lai's  tact  and  charm, 
there  is  plenty  of  local  grumbling. 
"We  are  becoming  a  Disney-on-the- 
Lake,"  sniffs  Margherita  Howe,  leader 
of  the  600-person  Niagara  Conser- 
vancy Group,  which  since  1987  has 
protested  virtually  every  change  in  the 
town.  "It's  not  that  [Lai]  is  Chinese 
or  a  woman,"  says  Robert  Howard, 
72,  over  coffee  at  Donna's  Old 
Towne  Ice  Cream  Shoppe  &  Restau- 
rant, "it's  just  the  concentration  of 
power  in  the  hands  of  one  person." 

Dressed  in  a  dark  gray  pantsuit  and 
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Niagara-on-the-Lake,  near  Niagara  Falls 
You  can't  beat  that  1781  rustic  charm. 


wearing  a  gold  neck  chain.  Si  Wai  Lai 
is  a  compact  bundle  of  energy,  stand- 
ing just  5  foot  4  and  weighing  100 
pounds.  In  rapid-fire  conversation  she 
rhapsodizes  about  how  much  she 
loves  the  town,  the  friendliness  of  the 
people,  the  region's  beauty.  "I  love 
Niagara-on-the-Lake,"  she  says.  "It's 
my  hometown,  and  I  want  to  make  it 
the  best  for  all  the  people  here  who 
are  my  neighbors." 

Making  it  so  does  not  include  keep- 
ing things  the  same.  After  buying  the 
Queen's  Landing  Inn,  Lai  ripped  out 
the  dining  room,  doubled  its  size  and 
installed  a  semicircle  of  floor- to-ceil- 
ing picture  windows  that  give  diners  a 


panoramic  view  of  the  Niagara 
River.  She  hired  a  top  Toronto  i 
chef  for  the  kitchen,  but  for  a 
touch  of  local  color  she  sees  to 
it  that  all  the  hotel  dining 
rooms  feature  local  Niagara 
wines.  At  the  Pillar  &  Post, 
she's  built  a  glitzy  outdoor 
whirlpool,  complete  with  its 
own  waterfall. 

Can  she  earn  a  decent  return 

on  an  investment  approaching 

million?  "I  never  punch  the 

numbers,"  she  demurs.  "If  you  think 

about  how  you  will  get  your  money 

back,  you'll  never  get  it  back." 

Si  Wai  Lai  is  being  a  bit  disingenu- 
ous, of  course.  A  former  neighbor  in 
nearby  Niagara  Falls,  Ont.  recalls  how 
Lai  knew  all  the  real  estate  values  on 
the  block.  And  she  learned  the  tourist 
business  from  the  ground  up,  working 
for  two  years  as  a  clerk  at  a  Niagara 
Falls  hotel  and  later  running  her  own 
small  hotel  and  gift  shop  there. 

Whereas  the  people  who  formerly 
owned  the  properties  thought  in 
terms  of  a  100-day  season,  Lai  is  clear- 
ly thinking  year-round.  There  is  an 
international  airport  in  nearby  Toron- 
to, and  Buffalo  is  just  a  45-minute 
drive.  The  quaintness  of  the  town  will 
make  it  an  obvious  target  for  well- 
heeled  Asian  visitors.  Lai  is  already 
bringing  in  convention  groups  from 
Toronto  and  Buffalo  and  should  get  a 
big  boost  from  a  new  gambling  casino 
in  Niagara  Falls,  Ont.,  where  she  also 
owns  three  properties. 

For  large-scale  tourism  you  need 
more  than  quaintness,  and  this  area 
will  soon  have  plenty  to  attract  big 
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partner  and  twin 
money  is  buying  up  the  town. 


penders.  Since  opening  in  December 
he  five-story  Casino  Niagara  has 
ecome  a  big  draw.  By  October  nearly 
7  million  gamblers  had  wagered  a  total 
of  $407  million.  And  the  cascades 
themselves,  though  fallen  on  hard 
times,  are  one  of  the  world's  oldest 
and  grandest  tourist  attractions. 

"We  are  at  the  very  beginning  of  a 
major  change,  but  few  know  it  yet," 
says  Niagara  Falls  Redevelopment 
Corp.  Cliief  Operating  Officer  Richard 
Reinhard.  Donald  Trump,  the  Pritz- 
kers  and  the  Atlantic  City  casino  oper- 
ator Aztar  Corp.  are  bidding  to  take 
over  the  casino's  operation  from  the 
Ontario  government  next  year.  On  the 
U.S.  side  of  the  falls  a  development 
group  including  Lee  lacocca  is  plan- 
ning a  $150  million  project,  with 
theme  restaurants,  multiplex  cinemas 
and  an  enclosed  retail-and-entertain- 
ment  complex.  The  Jerde  Partnership, 
designers  of  the  Mall  of  America,  is 
handling  the  design. 

Think  of  Niagara  Falls  as  an  under- 
leveraged  brand  name.  Despite  almost 
no  advertising,  the  natural  wonder 
attracts  14  million  visitors  a  year,  com- 
pared with  the  34  million  who  troop 
to  the  man-made  Disney  World  and 
otlier  attractions  in  Orlando,  Fla. 

Orlando's  visitors  stay  for  five  days 
and  spend  $730  per  head.  Tourists 
leave  Niagara  Falls  after  four  hours, 
having  spent  just  $22.  Si  Wai  Lai 
means  to  change  all  that. 

In  geography  and  in  culture,  the 
Niagara  Falls  area  is  worlds  away  from 
Hong  Kong — but  globalism,  capital- 
ism and  tourism  are  fast  bridging  the 
differences.  Mi 
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Donald  Jacobs  took  a  so-so  M.B.A.  mill  and  turned  it  into  one  of  the  nation's  top 
biz  schools.  Here,  unburdened  by  false  modesty,  he  tells  how  he  did  it. 

Lunching  with  the  dean 


Bv  Dvan  Machan 


Donald  Jacobs,  Kellogg  dean 

"It's  cute  to  be  emulated,  but  it's  also  a  pain  in  the  neck." 


Donald  Jacobs,  normally  an  effer- 
vescent man,  turns  glum.  The  change 
of  mood  was  occasioned  by  the  ques- 
tion we  had  just  put  to  this  dean  of 
Northwestern  Universitv^'s  J.L.  Kel- 
logg Graduate  School  of  Manage- 
ment: What  kind  of  jobs  do  your 
graduates  take? 

"The  movement  is  very  heavily 
into  consulting,"  he  says  sheepishly. 
That's  right.  Out  of  the  610  men  and 
women  M.B.A.'d  at  Kellogg  last  yeai\ 
42%  took  jobs  at  consulting  firms. 

What's  so  bad  about  that.>  "Noth- 


ing, nothing.  It's  due  to  so  much 
outsourcing,"  Jacobs  says.  Yet  he 
leaves  the  clear  impression  he  would 
rather  his  students  went  on  to  take 
good,  honest  jobs  in  manufacturing 
or  marketing,  good  mainstream  stuff, 
as  they  did  when  Kellogg  was  just 
another  midwestern  M.B.A.  mill. 

Then  he  brightens:  "But  they 
don't  stay.  Only  5%  stay  in  consult- 
ing. Most  stay  just  long  enough  to 
pay  back  their  debts,  then  move  on 
to  other  jobs."  (After  paying  tuition 
and  forfeiting  two  years  of  income. 


man^'  ha\'e  debts  approaching ' 
$100,000.) 

More  than  any  other 
major  business  school  today, 
Kellogg  bears  the  imprint  of 
a  single  person — Don 
Jacobs.  He  became  dean 
there  in  1974.  The  job  w; 
no  prize.  Three  others  ha« 
already  turned  it  down. 
Only  then  did  the  job  go  to 
Jacobs,  a  native  New  Yorker 
who  had  spent  17  years 
teaching  economics  and 
banking  at  Kellogg.  Today 
the  school  has  a  top  reputa- 
tion and  an  endowment  of 
over  S200  million,  and  is  so 
selective  it  accepts  just  one 
in  ten  applicants. 

We  arranged  to  meet  Don 
Jacobs  in  the  lunchroom  of 
the  Kellogg  executive  educa- 
tion center.  A  health-con- 
scious vegetarian  who  s^^•ims 
every  day,  Jacobs  looks  fit  as 
he  waves  excitedly  to  his  lun- 
cheon guest.  He's  wearing  a 
bright- blue  denim  shirt,  yet 
apologizes  for  looking 
formal.  That's  his  way  of  let- 
ting us  know  Kellogg  isn't 
one  of  your  stiff,  formal 
places. 

For  a  man  who  had  never 
run  much  of  anythmg, 
Jacobs  quickly  displayed  a  remarkable 
sense  of  business  development.  The 
week  he  became  dean,  Jacobs  pro- 
posed building  an  executive  learning 
center  on  campus.  This  was,  of 
course,  primarily  a  way  to  bring  in 
revenue  (a  weeklong  executive  pro- 
gram at  Kellogg  costs  about  S3,000), 
but  it  ser\'ed  another  purpose  dear  to 
Jacobs'  heart.  He  was  among  the  first 
to  realize  that  professors  could  learn 
from  students  as  well  as  teach  them, 
especially  if  the  students  were  experi- 
enced businesspeople. 
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you  invest, 
measure  our  success. 


When  choosing  investments  to  fund  a  company's 
tirement  plan,  make  sure  the  choices  measure  up. 
pays  to  look  beyond  big  name  funds  to  the  retirement 
counts  of  The  Principal*  And  for  good  reason. 

Based  on  overall  performance  for  the  last  three 
ars,  our  retirement  accounts  outperformed  mutual 
nds  with  the  most  401(k)  and  defined  contribution 
an  assets  in  eight  major  categories.*  This  is  the 
suit  of  disciplined,  long-term  strategies  and  some 

the  lowest  expenses  in  the  industry. 

You  get  fully  integrated  retirement 
an  services,  plus  a  satisfaction  guarantee 
ill  this  from  a  company  committed  to 
ilfilling  customers'  needs  for  1 18  yeiirs. 


The  Principal  outperforms 

V 

BIG  NAME  MONEY  MANAGERS 

3-Year 

\verage  annual  return  after  Investment  expenses  1994-1996 

3-Year 

Cateqorv 

Mutual  Fund 

Net  Return- 

Principal  Retirement  Account 

Net  Return" 

Growth 

Fidelity  Magellan 

14.48% 

Medium  Company  Blend 

18.69% 

Growth  &  Income 

Vanguard  Windsor 

17.98 

U.S.  Stock 

18.33 

Equity-Income 

Fidelity  Equity-Income 

16.94 

Medium  Company  Value 

18.26 

Small  Company 

Janus  Venture 

12.93 

Small  Company  Blend 

16.33 

Foreign  Stock 

Templeton  Foreign 

9.60 

International  Stock 

11.59 

Corporate  Bond 

Fidelity  Intermed.  Bond 

4.64 

Bond  &  Mortgage 

6.43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae 

6.22 

Government  Securities 

5.38 

Balanced 

Fidelity  Puntan 

12.49 

Stock  Emphasis  Balanced 

12  39 

AVERAGE 

11.91% 

13.43% 

the: 


rincipal 


No  wonder  more  employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
Financial     ^  ^^^l'  ^^^  I-8OO-255-66I3.  Or  contact  us  at 
Group  www.principal.com  on  the  Internet. 


401(k)  and  Pension  •  HMO/PPO  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 


©1997  Principal  Mutual  Lite  Insurance  Company,  Des  Moines,  lA  50392,  'Pensions  &  Investments.  Febaiary  7, 1994.  "Mutual  Funds  With  The  Most  Defined  Contribution  Assets " 

'CFO  magazine,  April/May  1997,  Senior  Financial  Executive  Ranking,    The  Principal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. 

Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Health  care  products  not  available  in  all  states. 


Looking  to  build  faculty,  and 
unhappy  with  professors  trained  in 
business  and  nothing  else,  he  drew 
from  other  disciplines,  hiring  profes- 
sors of  psycholog)',  sociology,  mathe- 
matics, statistics  and  organizational 
behavior.  He  encouraged  them  to 
research  problems  brought  in  by  the 
executive  students,  each  bringing  his 
or  her  own  discipline  to  bear  on  the 
problem.  This  helps  keep  the  subject 
matter  highly  contemporary.  Some  of 
the  recent  topics  researched  in  this 


need  to  find  only  20  students  in  order 
to  teach  a  course,  which  can  be  for 
five  weeks  instead  of  die  normal  ten  if 
there's  not  enough  material.  If  a 
course  proves  popular,  it's  added  to 
the  curriculum — 15%  of  the  school's 
150  courses  are  in  this  experimental 
category.  Technology  management 
and  corporate  governance  are  two 
new  ones. 

What's  hot  these  days?  "Cross-cul- 
tural negotiation,  new  kinds  of  inno- 
vation in  financial  markets,  and  we 


Jacobs  struts  his  stuff  at  Kellogg 

Hoping  the  graduates  won't  all  be  consultants. 


interdisciplinary  fashion:  marketing 
on  the  Internet  and  resolving  interna- 
tional disputes.  That  research  finds  its 
way  into  courses. 

Business  schools  topically  overhaul 
their  courses  every  ten  years  or  so, 
Jacobs  says.  Jacobs  runs  Kellogg  more 
like  a  restaurant  that  changes  its  menu 
fi-equendy.  Courses  in  high-tech  mar- 
keting have  recently  been  added  to 
the  menu. 

Starting  a  new  course  doesn't  re- 
quire committee  approval.  Teachers 


made  a  huge,  early  bet  in  game 
theory,  which  infuses  a  lot  of  our 
courses."  In  a  course  on  mergers  and 
acquisitions,  for  example,  students  are 
expected  to  use  game  theory  to  ana- 
lyze why  Robert  Allen  of  AT&T  used 
pooled  accounting  methods  in  acquir- 
ing NCR. 

What's  passer  "Descriptive  market- 
ing courses."  Jacobs  brandishes 
"descriptive"  like  a  curse  word.  This, 
of  course,  is  a  s\vipe  at  Harvard's  case- 
study  system,  "gm  has  a  problem,  and 


you  talk  about  how  they  solved  that 
problem  then,  looking  how  you  used 
securities  that  existed  then."  How  is 
Kellogg  different?  It  uses  fewer  case 
studies  and  keeps  them  current. 
Sample:  What  should  Chairman 
George  Fisher  do  at  Eastman  Kodak? 
Did  the  stock  market  overreact  to 
Sears,  Roebuck's  credit  problems? 

His  gaze  wandering  to  a  group 
waiting  at  the  steam  table,  Jacobs 
interjects:  "Hey,  see  that  fellow  in  the 
green  shirt?  He's  a  Nobel  laureate." 
(It's  Robert  Lucas,  a  professor  of 
economics  at  the  University  of  Chica- 
go.) Then,  gushing  as  if  he'd  spotted 
Sharon  Stone,  Jacobs  points  to  an 
economist  whose  name  he  can't 
remember  either.  "Oh,  I'm  terrible  at 
names,  just  terrible."  (She's  Nancy 
Stokey,  also  a  professor  at  the  Uni- 
versity of  Chicago.) 

Though  the  celebrity-pointing  was 
lost  on  me,  Jacobs  was  clearly  making 
a  point:  This  school  has  arrived.  Kel- 
logg is  ranked  one  of  the  top  five 
business  schools,  according  to  U.S. 
News  &■  World  Report. 

He  pauses  to  gripe  about  the  com- 
petition. "It's  cute  to  be  emulated, 
but  it's  also  a  pain  in  the  neck,"  he 
sighs.  "Wharton  has  built  an  execu- 
tive center;  Columbia  had  an  off- 
campus  center.  Harvard  had  an  exec- 
utive program.  Now  they're  going  to 
have  to  build  a  nicer  executive  center. 
Stanford's  just  finished  the  Schwab 
Center." 

No  shrinking  violet,  this  Jacobs. 
He  tells  a  story  about  how  the  uni- 
versit)^  didn't  want  to  build  the  150- 
room  lakeside  executive  center  that 
became  such  a  success,  how  the  top 
brass  gave  him  grief  about  paying  his 
facult)^  more  than  other  departments 
paid  theirs. 

How  did  you  prevail,  we  asked? 
Jacobs  spoons  up  some  frozen 
yogurt  and  repHes:  "I  threatened  to 
quit.  I  love  teaching  and  could 
become  a  full  professor  the  next 
day."  How  many  times  did  he  tell 
the  top  brass  to  take  the  job  and 
shove  it?  Jacobs  shrugs:  "Oh,  in  the 
early  days,  every  couple  of  weeks. 
You've  got  to  live  with  a  little 
danger." 

He's  70.  Any  thoughts  of  retire- 
ment? Jacobs  looks  astonished. 
"They've  gotta  fire  me!"  he  says.  Hi 
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With  new  PrimeDistance'  long- 
distance service,  TCG  is  now  the 
one  company  to  turn  to  for  your 
business  telecommunications  needs. 

Since  1985,  companies  of  all  shapes  and 
sizes  have  come  to  know  TCG  as  the  local 
phone  company  that  provides  responsive  customer 
service  from  coast  to  coast.  How  responsive?  Well, 
we  heard  your  demand  for  a  single-service 
provider  who  could  handle  almost  any  telecom- 
munications need,  so  we  added  yet  another  thing 
you   were   looking  for:   long-distance  serx'ice. 


So,  with  the  addition  of  our  new  innovative 
PrimeDistance  service,  you  can  receive  long 
distance,  local  and  regional  calling,  data  and 
Internet  services  all  from  one  company — and  all 
at  competitive  rates.  In  fact,  TCG  enables  you  to 
combine  local,  regional  toll,  domestic  long 
distance,  international  long  distance  and  800 
service,  thereby  qualifying  your  company  for  even 
more  significant  savings.  If  you'd  like  to  learn 
more  about  TCG  or  our  new  PrimeDistance 
service,  give  us  a  call  at  1-800-889-4TCG  or  check 
out  our  web-site  at  www.tcg.com. 


LOCAL  CALLING  •  LONG  DISTANCE  •  INTERNET  SERVICES  •  DATA  SERVICES  •  VOICE  MAIL  •  CALLING  CARD  •  PAYPHONE  SERVICES 


s. 


I 


% 


ff 


r-* 


As  the  stock  market  becomes  ever  more  chancy, 
big  institutions  are  looking  to  buyout  merchants 
to  improve  their  returns.  The  situation  is  made 
to  order  for  this  LBO-meister. 

Tom  Lee 
is  on  a  roll 


By  Phyllis  Berman 

Was  Tom  Lee  distressed  when  the 
stock  market  crashed  late  last  month? 
Not  really.  This  5 3 -year-old  corporate 
buyout  merchant  is  amassing  $3  bil- 
lion to  invest  over  the  next  five  years, 
and  anything  that  puts  a  near-term 
damper  on  sellers'  expectations  is 
very  much  okay  with  Lee. 

Boston-raised  Thomas  Lee  may 
not  be  the  biggest  operator  in  the 
buyout  business  (see  table,  p.  131), 
but  right  now  he  is  the  hottest.  Lee's 
specialty'  is  buying  companies  that  he 
believes  have  unrealized  potential, 
helping  them  realize  that  potential, 
and  then  selling  out. 

There's  very  nice  leverage  in  this 
business.  'Tt's  like  buying  an  already 
nice  house  on  a  perfectly  good  lot 
and  then  improving  it,"  he  says.  The 
buyer  pays  you  not  just  for  the  new 
paint  and  plumbing  but  also  for  an 
intangible  value  the  place  didn't 
have — but  has  now. 

Right  now  investing  institutions 
are  thrusting  money  at  the  successful 
buyout  operators.  It  makes  sense. 
Even  before  the  market  crashed  in 
October,  big  investors  were  nervous 
about  the  high  level  of  the  market 
and  skeptical  that  they  could  contin- 
ue to  wring  high  returns  from  a  stock 
market  that  had  much  more  than 
doubled  in  five  years. 

Pension  funds  alone  have  $3  tril- 
lion in  assets;  at  the  moment  some- 
where between  7%  and  10%  of  diat  is 
in  alternative  investments  like  buyout 

Ann  Tenenbaum  and  Tom  Lee 
"I  feel  reborn,"  he  gloats. 


funds.  This  year  alone  $50  billion 
more  will  pour  into  alternati\'e  invest- 
ments, more  than  half  of  that  into 
buyout  funds. 

Tom  Lee  has  been  at  the  business 
since  1974,  though  he  didn't  become 
nationally  visible  until  he  pulled  off 
his  sensational  Snapple  deal  in  1992. 
His  early  investors  were  mosdy  insur- 
ance companies  like  Pru  and  Equi- 
table; his  deals,  always  mid-cap  com- 
panies with  what  he  perceived  as 
undeveloped  growth  potential. 

One  of  his  best  early  deals  was 
Sterling  Jewelers,  an  Akron,  Ohio- 
based  jewelry  retailer  that  he  bought 
in  1985  for  $28  million,  90%  of  it 
borrowed.  He  sold  Sterling  two  )'ears 
later  for  $210  million  to  what  is  now 
Signet,  one  of  Europe's  largest  jewel- 
ry retail  chains.  That  deal  returned  24 
times  equity.  It  also  made  Tom  Lee 
rich  for  the  first  time.  His  20%  share 
in  the  profit  yieldeci  $30  million  to 
his  firm,  about  $10  million  of  which 
went  into  his  pocket. 

Hitting  the  really  big  time  for  the 
first  time  in  1995,  Lee  raised  $1.24 
billion  that  year  with  the  aim  of 
having  it  all  invested  in  six  years.  He 
did  better:  80%  of  it  is  already  hard  at 
work.  Lee  claims  he  has  averaged  an 
annual  return  of  102%  over  the  past 
23  years.  There  are  no  audited  fig- 
ures, so  it's  impossible  to  check,  but 
Wall  Street  sources  agree  that  he  has 
outdone  just  about  every  competitor. 

Lee  is  now  in  the  process  of  raising 
anodicr  $3  billion.  This  marks  a  new 
plateau  for  Lee  professionally.  It's  the 
first  time  he  hasn't  needed  a  middle- 
man to  help  him  raise  money.  In  fact. 
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GNC:  One  healthy  deal 


Friendly  deals 

Shakarian  family  retains  Lazard  Freres  &  Co.  to  sell  its  General  Nutrition  Corp., 
a  vitamin  retail  chain  founded  by  David  Shakarian  in  1935.  Lazard  holds  auction 
and  sends  offering  memo  to  Thomas  H.  Lee  (thl). 

The  deal  log 

Of  1,000  deals,  only  50  per  year  reach  this  stage.  Initial  attraction:  Family  has 
put  effective  new  management  in  place.  Lee  indicates  serious  interest  to  Lazard. 

Off-site  data  room 

Two  partners  assigned  to  study  gnc  deal,  along  with  three  consultants: 

a  retailer  to  study  leases,  a  manufacturer  to  spend  time  on  the  factory  floor 

and  an  expert  on  regulated  nondrug  operations. 

Group-think  I 

Twelve  partners  meet  over  lunch  to  review  40-page  study  guide 
and  business  tactics-  New  managers  are  jettisoning  the  organic  food 
business  to  concentrate  on  vitamins  and  herbs.  Big  question: 
Are  vitamins  just  a  fad.'' 

Group-think  II 

Partners  mull  big  negative — gnc  operating  under  consent  decree  from  ftc 
over  vitamin  claims.  Agree  to  proceed  to  second  round,  though  family 
is  demanding  $375  million,  or  ten  times  cash  flow. 

Done  deal 

In  1989  Lee  pays  $375  million,  with  $40  million  in  equity 

and  $110  million  in  increasing  rate  notes,  plus  senior  and  subordinated  debt. 

Disaster  strikes 

Industry  hit  with  product  recall  of  L-Tryptophan,  an  amino  acid  that  is  in  5%  of  the 
products  on  gnc  shelves.  Same-store  sales  fall  by  6%  to  7%.  Operating  earnings 
fall  to  $40  million  (from  hoped-for  $55  million)  in  1989.  Junk  market  falls  apart 
as  s&LS  forced  to  sell  inventory.  Lee  can't  refinance  notes,  puts  in  more  cash. 

Saving  the  day 

Management  reformulates  products  without  L-Tryptophan,  franchises  over 
one-half  of  stores  to  its  managers  and  introduces  Gold  Card  club  membership 
with  huge  monthly  discounts.  Operating  profits  skyrocket  to  $69  million. 

Exit  strategy 

Takes  company  public  at  $16  per  share  (equivalent  to  $4  today  after  two 
2-for-l  splits)  in  1993.  Over  three-year  period  Lee  exits  at  an  average  price 
of  $17  per  share,  or  12.5  times  his  initial  costs. 

Everybody's  happy 

GNC  now  has  3,300  stores,  $192  million  in  operating  earnings. 

Stock  at  $30,  or  about  eight  times  ipo  price.  ~"°- 


now  Lee  has  to  turn  mone\'  away. 

Which  is  why  Lee  isn't  unhappy  if 
the  stock  market  tanks.  With  ail  this 
money  promised  lie  has  to  find  proj- 
ects. A  rising  stock  market  makes  sell- 
ers of  target  companies  greedy;  a 
falling  market  means  plent)'  of  fresh 
targets.  Though  Lee  says,  "I'm  will- 
ing to  spend  eight  to  ten  times  cash 
flow  in  any  market  for  a  company 
with  strong  growth  characteristics." 

His  hottest  recent  deal  was  Exper- 
ian  Corp.,  of  Orange,  Calif.,  which 
owns  the  world's  largest  credit 
bureau.  The  Lee  fiind  closed  on  the 
deal  in  September  1996,  paying  SLl 
billion.  Of  this,  $300  million  was  in 
equity,  equally  shared  between  the 
Thomas  H.  Lee  Co.,  Bain  Capital  of 
Boston  and  financing  banks.  Even 
before  the  closing,  Lee's  partners 
arranged  four  acquisitions  for  Exper- 
ian  and  cut  $30  million  in  costs. 

The  buyout  boys  owned  Experian 
for  just  six  weeks.  In  October  of  the 
same  year  they  sold  it  to  Great  Uni- 
v^ersal  Stores  of  Nottingham,  England 
for  $1.7  billion,  netting  $300  million 
each.  Annualized,  that's  a  return  of 
4,900%. 

This  fund  contains  Homeside  Mort- 
gage Lending,  which  Lee  turned  into 
the  nation's  fifth-largest  mortgage  ser- 
vice compan)^  and  then  sold;  and  Ray- 
ovac,  the  third-place  battery  maker 
where  Lee  expanded  distribution  and 
cut  costs  dramaticall}'  before  taking  the 
com.pany  public  (see  table,  p.  130)  . 

Simple  patterns,  but  each  one  spe- 
cific to  the  case. 

Lee  has  long  been  very  rich.  A  few- 
years  back  as  a  member  of  The 
Forbes  Four  Hundred  his  \\  ealth  \\'as 
estimated  at  $650  million;  then  his 
divorce  knocked  him  down  to  $450 
million.  This  year  he  is  credited  with 
a  net  worth  of  $750  million. 

Lee  spends  two-thirds  of  his  time 
at  his  headquarters  on  State  Street  in 
Boston,  the  other  third  in  New  York 
City,  where  his  second  wife,  Ann 
Tenenbaum,  prefers  to  stay.  He 
opened  an  office  on  Madison 
Avenue,  which  he  shares  with  Tenen- 
baum, tlieir  work  space  divided  by  a 
sliding  door.  He  commutes  via  pri- 
vate plane. 

Rich,  effusively  happy  in  his  second 
marriage,  Tom  Lee  now  has  a  first- 
class  art  collection  and  a  lavish  new 
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4,500-square-foot  Manhattan  apart- 
ment (which  is  about  to  grow,  as  he 
has  bought  the  floor  below).  Yet  he 
still  delights  in  his  every  accomplish- 
ment like  a  small  boy  reporting  to  his 
mom  about  his  school  day. 

"Guess  where  I'm  spending 
Monday  night?"  he  asks  this  reporter, 
and  then  joyfiilly  explains  that  he  and 
his  wife  will  be  in  the  Lincoln  bed- 
room at  the  Wliite  House.  Yuck!  But 
that's  not  yucky  to  Tom  Lee.  With 
him  everything  is  hey,  look  where 
I've  gotten!  But  the  pride  is  so  good- 
natured  and  genuine  that  it  doesn't 
turn  you  off.  It's  almost  as  if  Tom 


Lee  wants  to  share  it  all  with  you. 
You  would  never  know  that  he  is  a 
man  with  superb  taste  in  art.  He 
comes  across  as  unsophisticated,  neb- 
bishy  even.  The  fact  is,  he's  that  rare 
thing  on  Wall  Street — a  genuinely 
nice  guy. 

He  is  also  a  real  innovator  in  the 
deal  business.  Though  he  has  been 
doing  leveraged  buyouts  for  over  two 
decades,  and  doing  them  successful- 
ly, he  was  just  another  dealmaker  up 
there  in  Boston.  Other  people  got 
the  headlines.  Henry  Kravis,  Ted 
Forstmann,  the  Blackstone  crew.  But 
Lee  wasn't  doing  the  kind  of  deals 


that  got  big  press;  they  just  aren't  his 
style.  Nevertheless,  his  style  was 
unique  and  it  is  now  becoming  main- 
stream. 

Early  buyouts  were  chiefly  recapi- 
talizations. Hence  the  "leverage"  in 
leveraged  buyouts,  redeployments  of 
capital.  Then  there  was  "what  might 
be  called  the  Al  Dunlop  model:  You 
come  in  with  a  mear-ax,  cut  staff, 
close  factories  and  drive  profits  up. 

Tom  Lee  played  a  subtler  game. 
He  was  looking  for  growth  more 
than  for  cost  savings.  "You're  better 
off  paying  a  steep  price  for  a  great 
company  than  getting  a  so-so  com- 


Like  mother, 
like  son 


Last  spring  Tom  Lee  paid 
$3.96  million  for  Arshile 
Gorky's  1944  abstract 
landscape  "Scents  of  Apri- 
cots in  the  Fields."  But 
what  distinguishes  Lee 
from  other  Wall  Street-rich 
art  collectors  is  that  the 
man  has  a  genuine  eye.  He 
inherited — or  learned—it 
from  his  mother,  an  art 
collector  and  dealer  who 
helped  bring  abstract  ex- 
pressionism to  Boston  in 
the  mid-Fifties.  Mildred 
(Micki)  Schiff  grew  up  in 
Columbus,  Ohio,  the 
daughter  of  Robert  Schiff, 
the  founder  of  Shoe  Corp. 
of  America.  Wlien  she 
married  Herbert  Lee,  the 
couple  moved  to  Boston, 
where  Herbert  ran  the 
New  England  manufactur- 
ing operations  of  her 
father's  company.  Micki 
became  a  housewife  who 
collected  paintings.  In  the 
early  Fifties  a  close  friend 
introduced  her  to  a  couple 
of  struggling  European 
refrigees,  Tatyana  and 
Maurice  Grosman.  They 
were  printmakers  turning 
out  reproductions  of 


works  by  Monet  and 
Matisse.  Feeling  sorry  for 
them,  Micki  introduced 
the  Grosmans  to  the  head 
of  the  drawing  department 
at  the  Fogg  Museum  of 
Art  at  Harvard.  The  cura- 
tor suggested  that  the 
Grosmans  switch  to 
making  original  litho- 
graphs by  living  artists. 
The  artist  would  draw  an 
image  directly  onto  a 


stone  slab,  and  a  series  of 
prints  would  be  made 
from  diat  image. 

The  result  was  a  print 
studio.  Universal  Limited 
Art  Editions,  that  is  credit- 
ed as  being  at  the  xery 
heart  of  the  renaissance  of 
lithography  in  the  U.S. 
Micki  also  arranged  a  sale 
of  the  Grosmans'  work  to 
benefit  Boston  University'. 
The  going  price  for  a 


Mildred  Schiff  Lee 

She  taught  Lee  about  art;  the  art  of  the  deal  was  selHaught. 


Jasper  Johns  print  was 
about  $150  at  the  time, 
but  nodiing  sold.  Such 
prints  are  now  worth  as 
much  as  $100,000.  Lee 
didn't  give  up.  She 
arranged  another  show,  to 
benefit  the  Cape  Cod 
School  of  Music  &  Art. 
Tom  Lee,  then  just  finish- 
ing his  first  year  at  Har- 
vard, helped  the  Grosmans 
hang  the  ai't. 

Ultimately  Micki  Lee 
became  a  dealer  for  the 
Grosmans  with  a  galler\' 
she  operated  in  her  home 
in  Behiiont,  Mass.  She 
continued  to  buy  Jasper 
Johns  and  Rauschenberg 
lithographs,  and  their  oil 
paintings  as  x\"ell  ("I 
bought  in  threes  because  I 
had  three  sons"),  and  she 
was  occasionalh'  given  a 
very  valuable  artist's  proof 
by  die  Grosmans. 

Micki  Lee  doesn't  pre- 
tend to  know  much  about 
business,  but  about  her 
son's  art  collecting  she 
says,  "You  either  have  the 
eye  or  you  don't.  I  think 
he  does.  He  buys  very 
quickly.  Tommy  makes  up 
his  mind,  and  that's  it." 

It  seems  to  us  that  this 
applies  to  his  business 
acquisitions  as  well. 
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'^oney,  am  I 
a  trophy  wife?" 


When  a  reporter  visited 
with  the  Lees  in  their 
monochromatic  gray 
Madison  Avenue  office  last 
month,  Ann  Tenenbaum 
turned  to  her  husband — 
who  is  17  years  her 
senior — and  put  exacdy 
that  question. 

"No  you're  not!"  he 
shot  back.  "You  have  to  be 


tall  and  blonde  to  be  a 
trophy  wife."  Small  and 
dark- haired,  Ann  Tenen- 
baum would  never  be  cast 
by  Oliver  Stone  as  die  wife 
of  a  Wall  Street  magnate. 
Like  her  husband,  she's 
unassuming  and  serious. 
When  it  was  suggested  that 
Forbes  photograph  the 
couple  in  their  new  apart- 
ment, Tenenbaum  mused, 
"I  guess  I  should  have  had 
my  hair  done." 

Then  Tom  proudly 
passes  around  the  sono- 


grams of  the  expected 
addition  to  their  family — 
her  first  son,  his  third,  a 
boy  due  in  February. 

"She  is  my  partner," 
Tom  says  proudly.  He 
doesn't  mean  in  business, 
but  in  life,  especially 
where  the  couple's  civic 
duties  overlap.  She  has 
become  a  member  of  the 
photography  acquisition 
committee  at  the  Metro- 
politan Museum  of  Art. 
She  also  serves  on  the 
Advisory  Council  for  the 


Center  for  Media  Com- 
munications at  Harvard's 
School  of  Public  Health. 
She  helped  to  arrange 
their  forum  on  teenage- 
girl  violence  at  Washing- 
ton Irving  High  School  in 
New  York  City. 

But  she  hasn't  let  any  of 
this  go  to  her  head. 
"Look,"  she  says,  "they 
wanted  someone  younger 
on  these  boards,  and 
unlike  most  people  my  age, 
we're  not  a  struggling 
young  couple."     -P.B.  WM 


pany  at  a  bargain  price"  is  one  of  his 
favorite  aphorisms. 

That's  what  turned  him  on  to 
Snapple.  It  wasn't  cheap  but  it  was 
fijll  of  unfiilfilled  promise.  That's  also 
what  turned  him  on  to  GNC.  They 
were  prosaic  businesses  that  could  be 
turned  into  growth  businesses  with 
an  injection  of  money  and  vision. 
That's  what  all  the  dealmakers  are 
trying  to  do  today — nearly  two 
decades  after  Tom  Lee. 


There  was  no  way  Tom  Lee  would 
have  done  the  rjr  deal  that  almost 
ruined  Henry  Kravis'  firm. 

His  dealing  technique  hasn't 
changed  fi-om  the  style  that  has  made 
him  and  his  cUents  rich.  His  special- 
ization is  still  mid-cap  companies — 
revenues  between  $300  miUion  and 
$3  billion.  Says  Lee,  "They  are  big 
enough  to  have  good  management 
but  still  small  enough  to  have  real 
growth  opportunities.  The  pension 


funds  worry  that  if  they  give  us  too 
much  money  we  might  start  doing 
larger  and  different  kinds  of  deals. 
But  we  aren't  going  to." 

Snapple,  of  course,  made  Lee 
famous.  He  purchased  it  when  it  had 
$95  million  in  revenues  and  was 
growing  so  fast  that  it  was  running 
out  of  cash.  Lee  built  it  into  a  $750 
million  (sales)  company  in  two  years, 
and  sold  it  to  Quaker  Oats  for  $1.7 
billion.  The  Lee  funds  had  invested 


Thomas  H.  Lee  deal  highlights 


"-^ 

Company/description     ^jj^^H- 

Year 

of 

deal 

Total 

purchase 

price 

($mil) 

THL 

equity 

investment 

($mil) 

What  Thomas  H.  Lee  Co.  did 

Exit  and  result 

First  LBO 

Liberty-Tomlen/sterile  hospital  garment  maker 

1976 

$1.45 

$0.25 

Sold  L-T  for  $650,000  profit  within  2 
years;  used  proceeds  to  buy  company 
that  made  coin-operated  laundries 

Made  3  times  investment 

First  big  win 

Guilford  Industries/woolen  fabric  maker 

1982 

13 

2.5 

Company  grew  by  expanding  into 
market  for  polyester  fire-retardant 
textile  used  on  movable  office  walls 

Best  IPO  of  1983.  Made  15  times 
return  in  4  years 

Worst  deal 

Diet  Center/franchiser  of  weight-loss  centers 

1988 

160 

23.0 

Didn't  realize  that  company's  2,000 
franchisers  were  in  revolt 

Initial  $23  million 
investment  falls  to  $8  million 

Best  financial 
services  deal 

Best  consumer 
product  deal 

Best  information 
services  deal 


EquiCredit/second  mortgages 


Snapple/iced  tea  beverage 


1991 


1992 


58 
140 


Experian  (formerly  TRWVcredit  information         1996        1,070 


10.2         First-time  second  mortgages 
packaged  for  institutional  sale 

28.0         Expanded  New  York-based  brand 
to  Midwest,  West  Coast  and 
internationally 

104.0  Before  deal  closed,  THL  decreased 
cost  by  $30  million  and  identified 
and  negotiated  4  acquisitions 


Nine  times  return  in  2  years 

IPO  and  then  sale  to  Quaker  Oats. 
Turned  $28  million  into  $927 
million  in  2.5  years 

Sold  company  for  $1.7  billion  6 
weeks  after  deal  closed,  making 
3  times  on  investment 


Notable 

recent 

events 

Safelite  Auto  Glass/auto  glass  replacement 
Rayovac  /battery  maker 

HomeSide  Lending/mortgage  servicer 

1996 
1996 

1996 

348 
326 

924 

115.0 
81.0 

88.6 

Announced  merger  with  Vistar 
glass  company 

Expanded  distribution  to  warehouse 
clubs  and  drugstores  from  selling 
solely  through  Kmart  and  Wal-Mart 

Created  5th-hrgest  mortgage 
servicer  through  acquisitions 

Deal  worth  $125  million  cash  plus 
continuing  interest  in  new  company 
Worth  around  $350  million 
IPO.  Value  of  equity  over  $235 
million,  or  3  times  investment 

IPO.  Recently  sold  to  National  Aus- 
tralia Bank  Ltd.  Equity  now  worth 
$240  million,  or  3  times  investment 
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Lee  and  his  partners 
at  work  over  lunch 
at  the  firm's  Boston, 
headquarters 
They  meet  as 
often  as  possible 
to  go  over 
the  deal  log. 


$28  million:  They  took  out  $927  mil- 
lion. Average  annual  return:  334%. 

The  rest  of  the  story  isn't  so  happy. 
After  Quaker  bought  it,  they  meddled 
with  Snapple's  distribution  system 
(Forbes, /flw.  1,  1996).  It  was  such  a 
disaster  that  Quaker  had  to  sell  the 
company  this  year,  salvaging  just  18% 
of  its  investment.  Quaker  Chairman 
William  Smithburg  lost  his  job  as  a 
result. 

Lee  used  to  micromanage  every 
one  of  his  deals.  Now  he  has  turned 
a  lot  of  the  decision  making  over  to 
his  12  partners.  David  Harkins,  55, 
and  Scott  Sperling,  39,  are  among 
those  who  sort  dirough  1,500  oppor- 
tunities a  year  to  come  up  with  the 
300  that  make  the  first  cut. 
Of  those  300,  fifty  are  serious 
candidates. 

The  partners  meet  each  day  over 
lunch  in  die  company  dining  room  to 
review  these  deals.  At  a  recent  meal 
of  grilled  sole,  they  nixed  a  bid  for  an 
electronics  company  that  they 
thought  was  too  expensive,  decided 
on  the  timing  of  an  upcoming  IPO 
and  decided  to  take  a  small  deal  off 
the  list  entirely  because  it  was  too 
small  to  be  worthwhile. 

As  he  has  always  done,  Lee  insists 
that  all  his  partners  put  money  into 
every  one  of  his  deals.  In  1995,  for 


the  $1.24  billion  fund,  12  partners 
put  up  an  additional  $125  million. 
This  time  around,  the  same  group 
has  come  up  witli  $150  million  more, 
more  than  half  of  it  from  Lee. 


Largest  buyout  funds 

Company 

Money 

'  ^^^^H^^^l 

raised 

($bil) 

Kohlberg  Kravis  Roberts 

$6.0 

Blackstone  Group 

3.8 

Forstmann  Little 

3.2 

Thomas  H.  Lee  (close  pending) 

3.0 

Donaldson,  Lufkin  &  Jenrette 

3.0 

Apollo  Advisors  (close  pending) 

2.5 

Hicks.  Muse.  Tate  &  Furst 

2.5 

Texas  Pacific  Group 

2.5 

Lehman  Brothers 

2.0 

This  year  $30  billion  is  expected  to  be 
raised  for  buyouts.  Large  outfits  have 
recently  grabbed  the  most  dollars. 


What  happens  to  a  Lee  company 
after  his  firm  casts  it  loose.^  The  worst 
example  is  Snapple.  First  Alert,  an 
Aurora,  111.  smoke  detector  maker, 
w  as  another.  The  Lee  group  offered 
First  Alert  to  the  public  at  $8.25,  and 
it  was  recently  selling  for  $3.31.  But 
15  other  Lee  public  offerings  have 
done  well.  The  most  successful  is 


GNC,  wliich  has  had  a  643%  return  on 
its  IPO  price.  On  average,  the  15  have 
returned  more  than  135%. 

"I  never  make  a  presentation  to 
investors  that  I  don't  talk  about  my 
mistakes,"  Lee  says.  "I  always  say  I 
made  more  mistakes  than  my  com- 
petitors." This  is  not  modest\'  but  a 
way  of  reminding  investors  that  he 
can  handle  the  mistakes  without  seri- 
ous damage  either  to  his  investors  or 
to  his  firm. 

Knowing  that  he's  not  infallible 
makes  Lee  wary  lest  the  increasing 
cost  of  the  deals  unbalance  his  firm. 
No  RiRs  for  him.  Lee  has  just  finished 
three  more  deals:  a  $1.4  billion 
buyout  of  Fisher  Scientific;  a  $123 
million  investment  in  the  Learning 
Co.;  and  a  $300  million  recapitaliza- 
tion of  Trans  Western  Publishing,  Lr. 

In  each  of  these  cieals  Lee  has 
brought  in  parmers  to  share  the  risks. 
DLJ  Merchant  Banking  Partners  and 
Chase  Capital  Pai'tners  in  Fisher.  Bain 
Capital  and  Centre  Partners  in  Leai'ii- 
ing  Co.  BankAmerica  and  CIBC  in 
TransWestern. 

Bringing  in  partners  has  yet  anodi- 
er  advantage:  It  gives  Lee  a  close 
look  at  the  other  players  in  the  game. 
Says  he  half-jokingly,  "It's  convinced 
me  that  diis  is  the  premier  buyout 
firm  in  the  country."  ^ 
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IV 


1.  Taiwan  Semiconductor  Manufacturing  Company,  Ltd.  (TSMC),  the  worldl 

largest  integrated  circuit  foundry,  needed  funds  to  begin  an  aggressive 

capacity  expansion  program, 
■ 

2.  The  solution:  to  reduce  the  cost  of  debt,  Bank  of  America  credit-enhand 

a  $350  million,  5-year  zero-coupon  euro-convertible  bond  issued  by  TS 

3.  Both  BofA  and  Robertson  Stephens  &  Company  took  undenA^ting  posit 
in  the  bond,  and  through  their  global  networks  of  relationships  provided 
access  to  international  investors. 

4.  The  response  was  ovenA/helming:  60%  oversubscription  on  the  credit 
enhancement;  and  oversubscription,  at  a  20%  conversion  premium,  on 
bond  as  well. 

5.  The  transaction  became  the  first  syndication  of  a  credit-enhanced  euro 
convertible  bond  ever  completed  in  Taiwan,  and  TSMC's  expansion 
program  was  successfully  launched. 


Bank  of  Americ 


www.bankamerica.com 


case  study  #14  /  Taiwan  Semiconductor 

Manufacturing  Company,  Ltd. 
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Will  buybacks  put  a  floor  under  the  stock  market? 

In  the  quarter  after  the  1987  crash,  there  were  nearly  800  new  buyback 

announcements.  Already,  IBM  has  weighed  in  with  a  whopper. 

The  buyback  monster 


By  Matthew  Schifrin  and  Stephen  S.  Johnson 


Historically, 
when  stocks  are  high,  cor- 
porations sell  stock  to  the  public.  It's 
the  old  "When  tlie  ducks  quack,  feed 
'em"  syndrome.  But  last  year  and  in 
1995,  amidst  a  roaring  bull  market, 
American  businesses  bought  back  more 
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shares  than  they 
sold  to  the  public  (see  tables, 
p.  136).  hi  fact,  corporations  have 
been  heavy  buyers  of  their  own  shares 
through  most  of  this  bull  market. 

Will  buybacks  repair  the  damage 
after  the  1997  selloff>  IBM  has  already 
thrown  another  $3.5  billion  into  its 


buyback  hopper.  If  the  1987  prece- 
dent holds  and  the  market  stays  down, 
there  will  be  many  more  such 
announcements:  In  the  quarter  after 
October  1987,  there  were  777 
announcements  of  new  or  increased 
buybacks  by  U.S.  companies,  accord- 
ing to  a  study  by  Rice  University  Pro- 
fessor David  Ikenberry.  Size  of  the 
pot:  $45  bilhon.  Such  buybacks  cer- 
tainly helped  the  subsequent  recovery. 

These  buybacks  don't  just  enhance 
individual  stocks.  By  reducing  the 
overall  supply  of  equities  they  put 
upward  pressure  on  all  prices.  Indeed, 
24  of  the  30  stocks  in  the  Dow  Jones 
industrial  average  have  announced 
buybacks  since  1995. 

There  were  signs  before  the  recent 
drop  that  buybacks  were  slowing. 
Through  the  first  three  quarters  of 
this  year  there  were  980  announce- 
ments of  $130  billion,  according  to 
Securities  Data  Co.  Actual  buybacks, 
compiled  by  S&p's  Compustat,  how- 
ever, were  only  $72  billion,  which  was 
exceeded  by  new  stock  issues  of  $92 
billion.  So  after  two  years  in  which 
buybacks  exceeded  new  offerings,  the 
balance  had  swung  the  other  way. 
With  the  recent  drop,  however, 

the  pace  of  buybacks  could  increase. 
A  bigger  question  remains:  Do  all 
these  buybacks  make  sense  .> 

Buybacks  are  certainly  tax-efficient. 
When  a  company  pays  a  cash  divi- 
dend, the  tax  collector  hits  the  income 
stream  twice — once  when  the  compa- 
ny earns  it,  again  when  the  stockhold- 
ers get  it.  That  means  a  big  company 
must  earn  $3  to  put  $1  in  aftertax 
income  into  a  high-bracket  share- 
holder's pocket.  If  the  money  is  used 
to  buy  back  shares,  the  remaining 
shareholders  are  rewarded  with  a  pro- 
portionately higher  ownership  inter- 
est— and  this  kind  of  "dividend"  is 
taxed  only  when  the  company  earns  it. 
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Buybacks  serve  other  useful  pur- 
poses. They  help  counteract  the  dilu- 
tion that  results  from  generous  stock 
option  plans  and  from  acquisitions 
paid  for  in  stock.  And  they  provide 
support  for  the  stock  price  at  a  time 
when  investors  everywhere  are  sensi- 
tive to  relative  market  performance. 

But  there  are  also  negatives.  Should 
a  company  support  its  own  stock? 
And  doesn't  management  have  any- 
thing better  to  do  with  the  money? 

In  the  early  1980s  IBM  began  a  big 
buyback  program.  Between  1985  and 
1990  it  bought  back  nearly  50  million 
shares,  shrinking  its  common  capital- 
ization by  8%.  The  buybacks  ended 
with  the  collapse  of  IBM's  stock  in 
1991.  Before  the  decline  was  over, 
IBM  was  down  75%  from  its  high. 

Why,  at  a  time  of  huge  expansion  of 
the  computer  industry,  didn't  IBM 
have  better  uses  for  its  cash?  As  it 
turned  out,  the  aggressive  buyback 
program  was  a  sign  of  weakness  for 
those  who  cared  to  read  the  signs.  Yet 
today,  when  IBM  lags  in  the  crucial  PC 
business,  it  is  again  buying  back  gobs 
of  its  own  stock. 

In  1987  and  1989,  when  its  stock 
was  often  selling  at  three  times  its 
present    level,    Digital    Equipment 

If  the  1987  precedent  holds 
and  the  market  stays  down, 
there  will  be  many  more 
announcements. 


Corp.  was  actively  buying  in  its  shares. 
Had  management  waited,  it  could 
have  bought  three  times  as  much 
stock  for  the  same  price. 

Buyback  advocates  can  point  to 
huge  successes.  Capital  Cities  Com- 
munications bought  back  aggressively 
during  the  1970s  bear  market.  From 
1972  to  1976  Teledync  Chairman 
Henry  Singleton  bought  back  about 
two-thirds  of  his  company  during  a 
sick  market:  When  the  market  recov- 
ered, Teledyne  took  off,  climbing 
from  $9  to  $70  bet\\'een  1975  and 
1977.  But  mark  this:  These  buybacks 
were  made  in  a  bear  market  when  few 
had  the  guts  to  invest  in  their  own 
companies. 

Coca-Cola,    Philip    Morris    and 


Record  stock 
issuance  usually 
means  an  oveh 
heated  market. 
But  until  recently, 
buybacks  have 
exceeded 
offerings. 


McDonald's  are 
recent  examples 
of  companies 
with  consistent 
large  buyback 
policies.  They 
have  been  great 
long-term  invest- 
ments. In  Cvoke's 
case,  its  repur- 
chases of  1  billion 


The  market's  buyback  floor . . . 
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shares  from  1984 

to  1996  were  enough  to  boost  annual 
earnings-per-share  growth  to  18%, 
versus  a  14%  increase  in  its  net 
income.  But  neither  Coke  nor  Philip 
Morris  is  in  a  capital-intensive  indus- 
try; stock  buybacks  are  a  legitimate 
way  for  them  to  use  free  cash  flow. 

"Many  institutions  push  us  to  buy 
back  stock,"  says  Kurt  Landgraf, 
DuPont  chief  financial  officer,  "espe- 
cially since  we  have  a  strong  balance 
sheet  with  $2  billion  in  cash.  My  view 
is  that  buybacks  are  the  last  alterna- 
tive." DuPont  has  done  buybacks  for 
specific  purposes:  When  Seagram's  big 
block  of  DuPont  stock  was  available, 
the  company  grabbed  it,  at  a  bargain 
price.  Later  it  used  buybacks  to  reduce 
the  diluting  effect  of  a  20%  invesmient 
in  Pioneer  Hi-Bred. 

But  what's  good  for  some  compa- 
nies isn't  necessarily  good  for  all. 
Should  McDonald's  be  supporting  its 
price  with  big  open-market  purchases 
while  its  basic  business  is  lagging? 

Or  take  HFS,  the  high-flying  fran- 
chise company.  A  year  ago,  afi:er  say- 
ing it  would  buy  corporate  relocation 
company  PHH  Corp.  for  $1.8  billion 
in  stock,  its  shares  dropped  25%.  HFS 
responded  by  buying  back  more  dian 
2.5  million  shares  to  prop  up  its  price 
so  it  could  complete  the  deal.  HFS  was 
buNang  back  at  over  50  times  earnings. 
Was  that  good  for  its  shareholders? 
HFS  sells  for  less  than  it  did  before  die 
PHH  acquisition  was  announced. 

There's  no  question  the  fad  has 


. . .  may  be  wearing  thin 
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gotten  out  of  hand.  "We  have  never 
had  a  stock  market  trade  at  such  a 
high  value  relati\'e  to  replacement  cost 
[of  assets],"  says  Richard  Howard, 
portfolio  manager  for  T.  Rowe  Price's 
Capital  Appreciation  Fund.  "[In  the 
circiunstances]  it  is  extremely  unlikely 
that  stock  repurchases  will  do  any- 
thing to  add  shareholder  value." 

They  can,  however,  make  manage- 
ments look  good  for  a  while.  Consid- 
er ailing  Storage  Technology'.  In  Oc- 
tober die  Louisville,  Colo. -based  data 
storage  outfit  was  attacked  by  one  of 
its  large  shareholders,  who  told  man- 
agement, in  effect:  "Buy  back  $1  bil- 
lion of  stock,  or  we'll  throw  you  out." 

The  shareholders  are  former  Mesa 
L.P.  managers  David  Batcheldcr  and 
Ralph  Whitworth.  Newcomers  to  die 
stock,  diey  are  not  interested  in  man- 
agement's strategic  plan  to  improve 
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Buyback  stars 


Company/business 

Sales* 

Recent 

P/E 

Price/ 

%  change  in 

($mil) 

price 

book 

shares  outstanding 
from  12/31/95 

HF  Ahmanson/thrift 

$3,515 

$56.75 

29.3 

2.2 

-16% 

Albemarle/industrial  chemicals 

854 

23.31 

18.2 

2.4 

-16 

Cash  America  International/pawnshops 

281 

12.00 

20.0 

1.8 

-15 

CPI/photo  studios 

467 

25.56 

21.7 

2.2 

-15 

Dames  &  Moore  Group/environmental  services 

653 

12,25 

13.0 

1.6 

-16 

First  Colorado  Bancorp/thrift 

105 

20.25 

18.4 

1.7 

-17 

Fleetwood  Enterprises/recreational  equipment 

2,874 

29.31 

11.1 

2.2 

-21 

GreenPoint  Financial/thrift 

974 

63.13 

18.6 

2.1 

-17 

Limited/women's  apparel  stores 

8,645 

21.38 

14.1 

3.0 

-23 

JMesa  Air  Group/airline 

500    , 

5.19 

^.39.9 

0.7 

-15 

Mikasa/household  products 

372 

13.63 

13.6 

1.4 

-18 

NutraMax  Products/personal  products 

80 

12.00 

16.0 

4.4 

^4 

Pulte/homebuilding 

2,384 

35.13 

5.1 

1.0 

-22 

Queens  County  Bancorp/thrift 

102 

36.50 

17.5 

3.2 

-19 

Reebok  International/athletic  apparel 

3.479 

37.56 

17.8 

4.8 

-25 

RehabCare  Group/physical  therapy  centers 

105 

26.13 

13.3 

4.6 

-15 

AO  Smitti/auto  parts 

781 

42.13 

5.3 

1.1 

-22 

Stanley  Furniture/household  furniture 

202 

24.00 

10.3 

1.6 

-19 

WinsLoew  Furniture/office  furniture 

144 

13.38 

10.3 

1.9 

-16 

Price  as  of  Oct.  27.  *  Latest  fiscal  year. 

Sources:  Forbes;  Market  Guide  via  ( 

JneSource  Information  Services. 

Buyback  dogs 


Company/business 

Sales* 

Recent 

P/E 

Price/ 

%  change  in 

($mil) 

price 

book 

shares  outstanding 
from  12/31/95 

Broderbund  Software/computer  software 

$186 

$27.31 

390.2 

3.4 

0% 

Cerner/medical  information  systems 

189 

29.69 

129.1 

4.2 

1 

Enron  Corp/energy 

13,289 

38.75 

227.9 

3.5 

19 

Goodyear  Tire  &  Rubber/tire  &  rubber  products 

13,113 

61.00 

78.2 

2.7 

2 

Guidant/medical  equipment 

1,049 

52.50 

56.5 

15.5 

3 

Gulf  South  Medical  Supply/medical  supplies^,  - 

m^^BL^ 

32.25 

39.8 

3.5 

17 

HJ  Heinz/food  processing                       "^H 

"^  ~"  "f^wf^*^"" 

^'  46.06 

47.0 

6.9 

0 

HFS/hotels 

799 

63.75 

125.0 

3.5 

55 

Integrated  Systems/computer  software 

105 

18.50 

123.3 

4.9 

10 

Mark  IV  Industries/electrical  equipment 

2,076 

24.00 

26.4 

2.1 

-4 

Mattel/toys 

3,786 

34.25 

55.2 

6.1 

5 

. .  Mylex/computer  products     ^^ 

173 

8.00 

53.3 

1.8 

8 

Pall/industrial  equipment 

967 

20.88 

39.4 

3.3 

11 

Ryder  System/truck  leasing 

5,519 

34.25 

214.1 

2.3 

-2 

Tenneco/heavy  equipment 

6,572 

46.81 

49.8 

3.1 

-3 

Teradyne/electronic  testing  equipment 

1,172 

36.25 

48.3 

3.4 

1 

Thermo  Fibertek/paper  recycling  equipment 

192 

11.50 

41.1 

5.3 

0 

Young  Broadcasting/operates  TV  stations 

154 

36.13 

190.1 

6.2 

139 

Price  as  of  Oct.  27.  *  Latest  fiscal  year. 

Sources:  Forbes;  Market  Guide  via  i 

IneSource  Information  Services. 

Buybacks  used  to  signal  that  a  stock  was  undervalued. 
That's  not  necessarily  so  anymore.  The  firms  on  top  are  shrinking 
their  equity  at  modest  valuations.  The  bottom  list  are  companies 
with  declining  margins  and  questionable  valuations. 


operations.  They  want  quick  action. 
That  annoys  longtime  shareholder 
Seymour  Licht,  who  got  into  Storage 
a  decade  ago  as  a  creditor  in  its  bank- 
ruptcy. "I  didn't  hold  on  to  this 
in\'estment  For  management  to  prove 
its  stock- buying  expertise.  I  invested 
for  the  memory  business,"  he  says. 

Batchelder  and  Whitworth  pro- 
posed Storage  borrow  some  mone\'  to 
buy  back  the  stock.  Management 
quickly  gave  in  and  announced 
an  $800  million  buyback.  But  should 
a  marginal  company  that's  in  a  tough 
industry  be  accumulating  debt 
unnecessarily.^ 

They  of  course  were  simply  parrot- 
ing Wall  Street,  which  loves  buybacks. 
The  banking  industry  has  also 
embraced  them.  According  to 
Salomon  Brothers,  banks'  internal  rate 
of  return  on  buybacks  has  dropped 

"Are  buybacks  really  bullish 
if  company  managements 
are  buying  in  stock  at  their 
alltime  highs?" 

from  44%  to  about  19%.  Some  banks 
like  CoreStates  Financial,  SunTrust 
and  Huntington  Bancshares  are  even 
borrowing  to  buy  back  their  shares. 
This  at  a  time  when  banks  sell  at  huge 
premiums  to  their  book  value.  "These 
share  buybacks  don't  change  the  eco- 
nomic value  of  these  institutions  or 
improve  their  franchise  value,"  com- 
plains Salomon  bank  analyst  Carole 
Berger.  "They  merely  increase  the  risk 
to  shareholders  during  the  next  credit 
cycle."  She  notes  that  the  capital  ratio 
is  starting  to  drop.  "In  1990,  when  it 
hit  the  fan,"  she  recalls,  "there  was  no 
such  thing  as  too  much  capital." 

"Are  buybacks  really  bullish  if  com- 
pany managements  are  buying  in 
stock  at  their  alltime  highs.^"  asks 
James  Stack,  publisher  of  a  market 
newsletter,  Investech.  "Where  were  all 
these  buvback  programs  in  1990  and 
1991?"  ' 

If  you  believe  in  perpetual  prosper- 
ity, all  buybacks  make  sense.  But  we 
suspect  a  lot  of  managements  will 
wake  up  some  day  and  wish  they  had 
some  of  that  money  back.  It's  easier 
to  shrink  capitalization  than  raise 
money  when  it  is  badly  needed.     ^ 
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Merrill  Lynch  . 

on  credit  quality. 


Merrill  Lynch  Credit  Corporation  has  earned  the  1997 
Malcolm  Baldrige  National  Quality  Award,  the  most 
prestigious  honor  an  American  company  can  receive  for 
business  excellence.  We  salute  our  colleagues,  whose 
quality  service  exemplifies  our  long-standing  principle 
of  client  focus.  This  commitment  has  helped  clients  build 
net  worth  by  managing  their  credit  as  effectively  as  their 
investments.  And  demonstrates  why  clients  have  entrusted 
Merrill  Lynch  with  assets  that  now  surpa.ss  $1  trillion. 
Striving  to  be  the  best  makes  a  difference. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trusf. 


Ten  years  ago  California  unleashed  activists  and  their 
lawyers  on  toxins.  The  tab  to  date:  3,500  suit  threats 
and  a  settlement  bonanza. 

Bounty  huntefs 


By  Tim  W.  Ferguson 

Maybe  it  was  the  40-plus  years  he's 
spent  building  or  running  battery 
plants  or  his  tour  of  dut\^  in  the  Marine 
Corps  before  that.  Whichever,  John  E. 
Anderson  didn't  take  kindly  to  the  pair 
who  called  on  his  U.S.  Batter)^  Manu- 
facturing Co.  in  May  1996.  The 
lawyer  from  Berkeley  and  tlie  bluster}' 
acti\ist  told  him  his  business  was  caus- 
ing an  environmental  problem. 

What  the  two  really  wanted, 
Anderson  thought — and  still  thinks — 
was  a  settlement.  Sbc-figure  cash,  such 
as  they'd  drawn  out  of  other  battery 
makers  under  California's  Proposition 
65  law. 

Passed  by  the  voters  in  1986  at  the 
urging  of  enviros  and  Holl)^vood 
celebrities,  it  promised  to  shame  pol- 
luters through  mandated  disclosure: 
They  would  have  to  label  their  prod- 
ucts or  processes  as  carcinogenic  or 
threats  to  healthy  childbearing.  Fail- 
ure to  come  clean — either  by  elimi- 
nating toxins  or  admitting  they  were 
dirt)' — subjected  the  targets  to  fines  of 
up  to  $2,500  per  violation.  Go  back 
far  enough  and  count  everybody  "vio- 
lated" and  you  can  easily  get  into  the 
millions  of  dollars.  Anybody  can  send 
an  intend-to-sue  notice,  and  some 
3,500  have  gone  out. 

Following  up  with  U.S.  Battery 
were  attorney  Michael  Freund  and  his 
client  Don  May,  a  chap  who  heads 
something  called  CaUfornia  Earth 
Corps  out  of  his  home.  Like  several 
other  symbiotic  linkages  of  lawyers 
and  tiny  advocacy- groups  to  occur  in 
the  wake  of  Prop.  65,  this  one  works 
selected  industries  or  emission  cate- 
gories (lead  particles,  in  the  case  of 
battery  makers).  Sponsors  of  the  law 
say  this  kind  of  citizen  enforcement 
compensates  for  the  failure  of  official 
agencies  to  identify  health  threats  and 
prosecute. 

A  lot  of  companies  simply  pay  up. 


U.S.  Battery's  John  Anderson 

His  life's  savings  aren't  for  tribute. 


John  Anderson,  his  avuncular  voice 
becoming  steely,  says  his  response  was: 
"No  money."  The  Corona,  Calif.- 
based  company  he  bought  a  decade 
ago  has  run  up  nearly  $100,000  in 
legal  bills.  That's  not  easy  for  a  busi- 
ness that  does  under  $30  million  in 
annual  sales,  mostly  in  batteries  for 
elec'cric  golf  carts.  But  Anderson,  67, 
is  a  fighter  where  principle  is  involved. 

In  July  Anderson  lawyer  Richard 
Dongell  won  a  trial-court  ruling  that 
dramatically  lessens  the  plaintiffs' 
leverage.  A  trial  date  is  set  for  Dec.  8. 

U.S.  Battery's  plant  looks  tidy,  and 
Anderson  says  its  "bag  houses"  (basi- 
cally, big  vacuums)  capture  the  lead 
dust  created  in  making  and  handling 
plates  for  the  batteries.  But  May  claims 
that  the  residue  spews  out  over  a  vast 
area  and  is  responsible  for  everything 
from  poorer  grades  to  more  wife -beat- 
ing in  parts  of  Corona,  an  hour  south- 
east of  Los  Angeles.  The  California 
attorney  general,  who  under  Prop.  65 
may  join  a  private  suit — and  has  done 


so  dozens  of  times — declined  in  thisi 
instance. 

California  Earth  Corps,  which  Mayl 
formed  out  of  the  old  Friends  of  the! 
Earth    organization,    has    pursued! 
other  serial  Prop.  65  cases — against 
aircraft    plants,    dry    cleaners    and! 
chrome-platers.  Most  of  the  money  it 
has  received  in  settlements  goes  to 
pay  pollution  monitoring  and  "mod- 
eling" consultants  and,  of  course,  the] 
lawyers.  May  says  he  goes  after  cash  I 
only  when  the  targets  of  his  letters  | 
don't  hop  to. 

His  current  lawyer,  Freund,  is  one  | 
of  about  a  dozen  private  practitioners  I 
w^ho'\e  made  a  cottage  industry'  out  of  j 
Prop.  65  suits.  Sometimes  bigger  gun- 
slingers  join  the  fray.  The  firm  of  secu- 
rities "strike-suit"  king  William  Lerach 
has  joined  at  least  t\vo  "65"  cases.  A 
Chicago  corporate  attorney,  George 
Burditt,  toted  up  $20  million  in  offi- 
cial setdements,  and  guesses  there's 
been  as  much  in  unreported  ransoms. 

Attorney  David  Roe  of  the  Envi- 
ronmental Defense  Fund,  who  co- 
wrote  the  Prop.  65  law,  says  only 
about  100  significant  suits  have  result- 
ed and  all  but  3  were  resolved  prior  to 
trial.  That  shows  the  measure  is 
changing  beha\ior,  as  intended,  with 
minimal  litigation,  he  says.  He  dis- 
misses complaints  about  pett\'  enforce- 
ment as  a  smoke  screen  for  major  pol- 
luters, such  as  oil  and  chemical  giants, 
that  face  the  most  serious  sanctions. 
Besides,  small  risks  add  up,  he  says. 

"Garbage,"  responds  Bruce  Ames, 
a  uc  Berkeley  molecular  biologist 
who's  long  been  a  debunker  of 
emiro  scares.  "It's  all  tri\ia.  It  diverts 
resources  from  more  important 
things."  Sums  spent  on  reformulating 
nail  poUsh,  yanking  "lead  leaching" 
water  meters  or  tacking  up  signs  all 
over  yonder — not  to  mention  paying 
lawyers — could  go  to  diet  enrichment 
that  would  do  people  far  more  good 
in  avoiding  cancer,  he  says. 

For  John  Anderson,  a  sharecropper's 
son  w^ho  has  "ever)'  bit"  of  his  life's  sav- 
ings tied  up  in  U.S.  Battery,  the  con- 
troversy is  more  than  academic.  His 
legal  costs  have  afready  meant  not 
buying  some  $40,000  of  casting 
machines  that  could  relieve  a  capacity' 
crunch.  On  the  other  hand,  some  law- 
yers are  bound  to  have  financed  new 
cars  out  of  the  Prop.  65  suits.  ^ 
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At  work  in  every  corner  of  the  world  there's  an 
engineering  company  called  Siebe.  In  Japan,  the 
Bullet  train  telephones  run  on  our  power  control 
systems,  keeping  passengers  talking  at  top  speed. 


Elsewhere,  our  innovations  stretch  from  appliance 
controls  to  automated  factories  and  from  air 
compressors  to  safety  equipment.  And  we're 
always  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic.  Saxon  House.  2-'»Victona  Street.  Windsor.  Berkshire  SL4  I  EN.  England,  Tel, +44  i  •:Ti;  S5S4II.  Siebe  Inc.  33  Commercial  Street  Foxboro,  MA  02035  USA.Tel.  l-888-FOXBORQ 

For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 
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Who  but  Mas  Canosa  would  have  guessed  that  digging  ditches 
for  phone  systems  is  a  billion-dollar  business? 

Somebody's  gotta  do 
the  difty  work 


By  Katrina  Burger 


Jorge  Mas  Canosa,  MasTec's  founder  and  head  of  the  Cuban  American  National  Foundation 
He  built  MasTec  from  scratch,  but  his  real  passion  is  to  free  Cuba. 


On  a  sultry  August  day  in  Miami, 
rumors  started  circulating  the  hope- 
ful news  that  Fidel  Castro  was  on  his 
deathbed.  The  stock  of  Miami-based 
MasTec,  Inc.  jumped  five  points, 
from  $44  to  S49. 

Coincidence?  Not  exactiy. 

MasTec's  chairman  is  Jorge  Mas 
Canosa,  58,  the  head  of  the  Cuban 
American  National  Foundation  and  a 
potential  leader  of  a  post-Castro  free 
Cuba.  The  rumors,  alas,  were  false. 
The  t\Tant  was  still  very  much  alive. 
MasTec  stock  settled  back  down. 

"That  rumor  is  always  going 
around.  [Castro's  fall]  is  always  just 
about  to  happen — right  around  the 
corner,"  shrugs  Mas  Canosa's  eldest 
son,  Jorge  Mas  Jr.  While  dad  politics, 
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Mas  the  younger,  34,  is  very  much 
minding  the  family  store. 

Mas  Sr.  founded  the  company  in 
1969  after  fleeing  to  freedom  in 
Miami.  He  began  by  submitting  the 
lowest  bid  on  a  contract  to  build 
manholes  for  BellSouth.  Fie  slowly 
built  MasTec  into  a  major  construc- 
tion contractor  for  telecommunica- 
tions companies.  At  its  most  fiinda- 
mental  level,  MasTec  digs  ditches  to 
carry  tlie  wires;  at  its  most  sophisti- 
cated level,  it  installs  digital  wiring  for 
office  telephone  and  computer  sys- 
tems. The  founder  and  his  family  still 
own  60%  of  the  26  miUion  common 
shares.  This  year  MasTec  will  proba- 
bly earn  S50  million,  SI. 92  a  share, 
on  revenues  of  S720  million.  Its  near- 
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est  competitor,  West  Palm  Beach, 
Fla.-based  Dycom  Industries,  trails  far 
behind  at  $244  million  in  sales. 

A  long  time  ago  many  telephone 
companies  learned  that  specialized 
contractors  could  put  in  infrastructure 
more  efficiently  than  they  could.  Each 
year  in  the  U.S.  alone  they  farm  out 
$36  billion  in  infrastructure.  Most  of 
the  work  is  done  by  small,  local  con- 
tractors. Although  MasTec  is  easily  the 
biggest,  Mas  estimates  that  his  com- 
pany has  less  than  2%  of  the  out- 


sourced infrastructure  business. 

The  advent  of  fiber  optics — intro- 
duced in  1980 — has  meant  a  com- 
plete overhaul  of  phone  systems 
everywhere.  Since  then,  25  million 
miles  of  fiber  optics  have  been 
installed  in  the  U.S.,  at  a  cost  of 
$70,000  per  mile.  Last  year  alone,  2 
million  miles  were  laid — that's  $140 
billion  of  new  business.  The  latest 
phone  technology,  called  dense  wave- 
length multiplexing  (Forbes,  Sept. 
29),  will  cost  roughly  $1  million  per 


Jorge  Mas  Jr.,  chief 
executive  of  IVIasTec 
"I  will  be  there 
for  Cuba — when 
the  time  comes. 
But  right  now  I 
have  a  lot  of  work 
to  do." 


375 -mile  fiber-optic  circuit  for  equip- 
ment alone. 

MasTec  has  grown  chiefly  by 
buying  up  the  small  local  outfits  that 
still  have  most  of  the  market.  Its  first 
target  was  in  MasTec's  back)^ard — the 
publicly  traded  south  Florida  firm 
Burnup  &  Sims.  Burnup  was  larger 
than  MasTec,  but  was  losing  money, 
while  Mas'  firm  earned  $4  million  the 
year  before.  Thus,  though  Burnup 
was  the  larger  company,  the  Mas 
family  ended  up  controlling  the  com- 
bined firm. 

Since  no  one  else  was  going  afi:er 
infrastructure  companies,  Mas  real- 
ized he  could  buy  them  at  close  to 
book  value  in  trade  for  MasTec 
shares.  MasTec  has  since  acquired 
nine  more  companies  in  three  years. 
One  recent  buy,  the  Wilde  Group, 
lays  fiber  optics  along  the  Alaska 
Pipeline.  Another,  California-based 
Aidco,  installs  fiber  optics  for  wide 
and  local  area  networks  across  the 
country.  Through  its  new  sub- 
sidiaries, MasTec  has  a  significant 
presence  in  the  South,  the  Southeast 
and  parts  of  the  Midwest  and 
Northwest. 

A  good  idea  doesn't  go  uncopied. 
Other  outfits  are  trying  to  emulate 
MasTec.  In  July  Dycom  bought 
Pennsylvania- based  Communications 
Construction  Group. 

Last  year  Mas  began  looking 
abroad.  "I  was  waiting  to  cross  the 
street  in  Sao  Paulo  and  noticed  a  line 
of  50  or  60  people  waiting  for  one 
phone  booth.  Can  you  imagine.^" 
says  Mas.  Brazil,  he  learned,  has  just 
8  phone  lines  for  every  100  people. 
Betting  that  Brazil's  booming  econ- 
omy will  create  demand  for  more 
phone  service,  Mas  recendy  acquired 
Inepar,  a  Brazilian  telecom  infra- 
structure firm,  now  called  MasTec- 
Inepar. 

In  1996  MasTec  acquired  Sintel — 
the  infrasti'ucture  arm  of  Spain's  tele- 
phone company.  This  also  gave 
MasTec  a  foothold  in  Argentina, 
Chile  and  Peru,  where  Sintel  has  sub- 
sidiaries. Already  nearly  one-third  of 
MasTec's  business  is  o\'erseas.  By  next 
year  Mas  predicts  international  sales 
will  exceed  50%. 

"I  will  be  tliere  for  Cuba — ^when  die 
time  comes,"  says  Mas  Jr.,  "but  right 
now  I  ha\e  a  lot  of \\ork  to  do."     ^ 
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If  your  IT  challenges  are  expanding  faster  than  your  staff,  you  should  be  lookij 


at  Tivoli's  TM  E  10™  enterprise  management  software.  It  controls  all  your  systei 


networks  and  applications  from  the  data  center  to  the  desktop.  So  you  can  increa 


productivity  by  automating  routine  tasks  and  giving  a  leaner  IT  staff  the  power 


manage  anything,  anywhere.  You  can  enhance  availability  by  proactively  managi 


distributed  systems.  You  can  deploy  software  like  SAP  R/3  or  Lotus  Notes' 


WHEN  YOUR  'TO-DO"  LIST  GETS  BIGGER  THA 


Tivoli  Systei 


TrvoliandTMEIOarel'ademarteotTwoliSystemslnc.inlheUo  ;'c:/o^;;^.ircKin!ries  :  ,  -^    .;.  :*;      :  .; 

Coiporalioa  Olher  company,  producl  and  sefvice  names  may  be  lrddema;i<s  a  seivice  marie  oi  others. «"'  i9S7  Hvoii  Systenss  Inc.  Aii  rights  resevcd. 


fcousands  of  users  from  a  single  console,  and  manage  applications  and  events  on  an 


)[t 
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terprise  scale.  And  because  so  many  vendors  work  with  our  uniquely  open,  scalable. 


OSS-platform  framework,  you  can  count  on  choosing  best-in-class  products.  Some- 


ing  else  to  count  on:  As  an  IBM  company,  we  can  support  your  enterprise  wherever  you 


33  )  business- no  matter  which  vendors  you  choose. To  see  how  we  can  help  you  better 


verage  IT  assets,  visit  Tivoli  Systems  Inc.  at  www.tivoli.com  or  call  1  800  2TIV0LI. 


Tlvoll 
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Twin  brothers  Matthew  and  Jason  Olim,  founders  of  CDnow. 

The  Web's  largest  music  store  caters  to  a  crowd  that  doesn't  have  time  for  shopping  malls. 

CDnow  has  created  the  country's  first  virtual  record  store. 

But  please,  please  don't  refer  to  it  as  the  Amazon.com  of  music. 

Imagine,  no  inventory 


By  Jay  Akasie 

Five  years  ago  Brown  University 
student  Jason  Olim  went  to  a  large 
Boston  music  store  in  search  of  Miles 
Davis  albums.  The  teen.ige  sales 
clerks  had  never  heard  ol  rhe  jazz 
legend. 
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From  then  on  Ohm  began  plan- 
ning to  open  a  record  store  for 
grownups.  Let  the  other  stores  cater 
to  the  Top  40  crowd.  "I  wanted  my 
business  to  be  about  rare  products, 
hard-to-find  products,"  says  Olim. 


"Not    your    top-selling    products. 
We're  about  eclectic  tastes." 

And  about  the  Internet.  Olim 
didn't  have  enough  money  to  open 
a  real  store — and  even  if  he  had, 
how  many  locations  could  support 
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when  Hong  Kongs  MTR  Corporation  sought  financing 
to  construct  a  new  Airport  Railway 


Chase 


engineere 


dit 


MTR  Corporation  tapped  Chase's  expertise  in  global  capital  raising 

to  structure  and  execute  a  HK  $35  billion  syndicated  loan- which  was 
increased  to  HK  $5.0  billion  to  meet  the  overwhelming  response  from  investors 
around  the  world. 


Po 

^    L_^^"    J 

"chase  has  worked  closely  with  us  for  several  years.  Their 
familiarity  with  our  business,  the  issues  we  face  and  our 
needs,  coupled  with  their  strength  in  financing,  contributed 
to  a  highly  successful  transaction,  which  was  rated  as  one 
of  the  best  Asian  syndicated  loans  of  the  year." 

(from  left)  Jimmy  Lau,Treasurer, 

Keith  Yuen,  Assistant  Treasurer, 

Clement  Kwok,  Finance  Director, 

MTR  Corporation 


CHASE.  The  right  relationship  is  everything." 


)  1997  The  c:hasc  Manhattan  Corporation, 


Pleast  \isit  our  website  .u  http://www.chasc.com 
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If  you  think  this  is  a  hard 
act  to  follow,  you  can  only 
imagine  how  the  competi- 
tion feels. 

The  new  WideTrack™ 
Pontiac®  Grand  Prix® 
and  the  legendary  GMC® 


Suburban®  demonstrate 
a  unique  understanding 
of  our  owners'  passion  for 
the  driving  experience. 

But,  no  matter  what  we 
have  to  say  about  it,  the 
bottom  line  is  how  our 


Pontiac  Grand  Prix:  ''Most  Appealing  Premium  Midsize  Car 


products  perform  every  day 
in  front  of  the  toughest  critics 
in  the  world:  our  owners. 

In  a  recent  study  of  new 
vehicle  owners  by  J.  D. 
Power  and  Associates, 
Grand  Prix  was  ranked 
"Most  Appeahng  Premium 


Midsize  Car"  and  the  Suburban 
was  ranked  "Most  AppeaUng 
Full-Size  Sport  UtiUty." 

If  you're  one  of  our  enthu- 
siastic owners,  we  thank  you. 

If  you're  not,  visit  one  of 
our  dealers  and  see  how 
easily  you  could  be. 

PONTIAC  •  C5MCI 


GMC  Suburban:  ''Most  Appealitis  Full-Size  Sport  Utility' 


Cruise:  www.pontiac.com  or  www.gmc.com     Call:  1-800-2PONTIAC  or  i-8oo-GMCTRUCK 

©  1997  GM  Corp.  All  rights  reserved.  Always  wear  safety  belts,  even  witli  air  bags,  'J,D.  Power  and  Associates  1997  Automotive  Performance,  Execution  and  Layout  (APEAL)  Study,*  Study  based  on  a  total  of  29,187  consumer  responses. 


STARTING  YOUR  OWN  BUSINESS 


eclectic  tastes?  But  an  initial  invest- 
ment of  $12,000  bought  a  Macin- 
tosh, a  Unix  server,  software  licens- 
es and  fees  for  engineers  to  help  with 
programming  problems.  His  parents 
chipped  in  another  $8,000  for 
graphic  designers,  print  advertise- 
ments and  a  public  relations  con- 
tract. His  twin  brother,  Matthew, 
fresh  out  of  Columbia  University 
with  a  degree  in  astrophysics,  helped 
with  the  programming. 

CDnow  was  up  and  running  in 
August  1994.  Soon  after,  the  World 
Wide  Web  gave  it  a  boost.  CDnow 
posted  $387  in  revenue  in  its  first 
month  of  operation.  By  January 
1995,  sales  had  risen  to  $100,000. 
For  1996  the  company  recorded  $6 
million  in  revenues,  and  Olim,  now 
27,  says  he  expects  that  figure  to 
triple  this  year  as  he  broadens  his 
offerings. 

"Three  years  ago  our  customers 
were  hard-core  propeller-head  types, 
people  looking  for  the  most  outra- 
geous, off-the-wall  types  of  music," 
says  Olim.  As  more  professionals  use 


the  Web  in  their  offices,  the  customer 
base  is  becoming  more  female,  and 
musical  tastes  more  mainstream. 
"They  can  shop  from  their  desks  and 
discover  different  albums  related  to 
what  they  like." 

"Three  years  ago  our 
customers  were  hard-core 
propeller-head  types  looking 
for  the  most  outrageous, 
off-the-wall  types  of  music." 


Don't  tell  Olim  he  has  created  the 
Amazon.com  of  the  music  world. 
Unlike  the  on-line  bookseller,  he  has 
no  inventory.  When  CDnow  receives 
an  order,  a  computer  program  tracks 
down  the  selection  from  the  same 
distributors  that  supply  the  large 
retail  music  stores.  He  has  more  than 
250,000  items  available  to  him  at 
all  times. 

"1  feel  sorry  for  Amazon,"  Olim 
says.   "They  have  a  loading  dock. 


They  have  people  packing  and  mail- 
ing. They  have  a  huge  staff  running 
around."  CDnow's  office  in  Jenkin- 
town.  Pa.  is  staffed  by  95  people,  but 
there  isn't  an  album  in  the  place. 

The  company  just  closed  a  deal 
with  BT  Alex.  Brown  Inc.  for  $10 
million  in  private  equity  financing 
for  a  massive  marketing  push.  It  is 
buying  spot  banners  all  over  the 
Web.  A  new  arrangement  with  Web 
browser  Yahoo!  links  any  page  with 
a  music  reference  to  the  CDnow 
homepage. 

Music  megastores  like  Tower 
Records  are  joining  the  on-line  fray. 
But  Olim  says  that  the  t)'pes  of  cus- 
tomers drawn  to  those  Web  sites  do 
most  of  their  buving  in  malls  anyway. 

"We're  the  '  ones  with  2,108 
Mozart  performances  on  hundreds  of 
albums,"  he  says  with  confidence. 
"We  have  a  content  editor  with  a  set 
of  stringers  who  will  tell  you  which 
album  is  best  for  you.  I'd  rather  take 
advice  from  a  guy  who  writes  for 
Rolling  Stone  than  some  kid  in  a  mall 
making  minimum  wage."  ^M 


THEY  JUST  WANT 

TO  GIVE  YOU  A  PUP' 
OF  THEIR  MIND: 


Andrew  Grove 

Chairman  and  CEO, 
Intel  Corp. 

Peter  Lynch 

Former  manager 
of  Fidelity  Magellan 
Fund 

Pleasant  Rowland 

Founder  and 
President 
Pleasant  Co. 

Fred  Smith 
Founder  and  CEO, 
Federal  Express  Corp. 


Paul  Volcker 

Former  Chairman  of 

the  Federal  Reserve  Board 


GREAT 


MINDS 


/\nd  that's  what  you'll  get  when  you  go  one-on-one  wit 
America's  leading  business  innovators.  Introducing  Grea 
Minds™  of  Business,  a  new  home  video  series  designed  tc 
enhance  your  business  and  career  by  giving  you  a  rare 
insiders  perspective  on  management,  investing,  marketing 
entrepreneurship  and  finance. 

All  five  riveting  and  informative  interviews  are  conductec 
by  Forbes  magazine's  Senior  Editor,  Gretchen  Morgenson 
The  series  is  a  co-production  of  Forbes  Inc.,  WGBH  Bostor 
and  Unapix  Entertainment. 

The  five  videos  can  be  yours  for  only  $79.95,  or  $19.9f 
per  tape,  plus  shipping  and  handling. 

To  order,  call  800-603-9088 

Also  available  in  bookstores  everywhere,  FORBES®  Great  Minds  of  Business 
companion  book. 

The  Great  Minds  video  series,  including   Great  Minds  of  Medicine  anc 
Great  Minds  of  Science,  is  also  available  at  your  local  retailer. 
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TmvelersGroupi 

The  symbol  of  Financial  Leadership 

BUSINESS 


Great  Minds  of  Business  is  a  co-pmduction  of  Forbes  Inc. 
The  series  is  sponsored  by  Travelers  Group. 


WGBH  Boston  and  Unapix  Enienainmeni  (ASE/UPX). 


http://www.greatminds.con 
Check  your  local  public  television  nation  for  listing; 


USA  TODAY.  Your  prime  source  of  news,  money,  sports,  and  life. 
In  print.  Digitally.  Across  the  nation.  Around  the  world. 


and 


An  economy  of  vs^ords. 
A  vs^eolth  of  information. 


usatoday.com 


GENETIC  INFORMATION  -  WALKING  A 
LEGISLATIVE  TIGHTROPE 


Maintaining  a  Balance  Between  Privacy  and  Access  Is 

Critical  in  Setting  Limits 

There  are  several  federal  proposals  on  the  Congressional  docket  that  seek  to  eliminate  access  to  any  genetic  information  by  employers 
or  insurers.  These  proposals  also  prohibit  use  of  family  history  physical  examination  or  medical  records  in  hiring  or  insurance  deci- 
sions. Instead  of  confining  the  discussion  strictly  to  individual  privacy  rights  and  genetic  testing,  the  unintended  effect  of  these  broader 
proposals  could  be  to  impose  a  form  of  price  control  on  insurance  products  and  force  private  carriers  out  of  the  market 


Dennis  Chool<aszian, 
Chairman  and  CEO,  CNA 


Stepping  Forward  With  Care 

We  agree  with  those  who  state  that 
genetic  information  should  never  be  used 
indiscriminately  and  that  it  is  essential  to 
have  the  highest  standards  to  maintain  the 
privacy  of  the  individual.  However,  when 
susceptibilities  to  illness  are  identified, 
they  must  be  considered  in  the  overall 
underwriting  decision. 

Why  is  this  important?  Though  some 
are  suggesting  the  government  mandate 
an  artificial  flat-rate  structure,  all  insur- 
ance products  and  premiums  need  to  accurately  reflect  risk.  Otherwise,  it 
will  be  increasingly  difficult  to  keep  products  available  and  affordable  for 
those  who  need  them,  especially  for  voluntarily  purchased  individual  insur- 
ance products. 

Genetic  information  offers  tremendous  potential  for  identifying  and 
preparing  for  potential  health  problems.  It  is  an  exciting  new  field  that  is 
subject  to  rapid  technological  change  and,  like  any  new  field  of  knowledge, 
is  prone  to  misinformation  and  fear.  It  is  important  for  the  insurance  indus- 
try to  establish  and  adhere  to  a  credible,  self-regulating  standaid  for  the 
appropriate  use  of  genetic  information  and  continued  protection  of  the  pri- 
vacy of  individual  information.  We  owe  our  customers  and  other  stake- 
holders nothing  less. 


Maintaining  Our  Balance 


Many  new  DNA-based  tests  meant  to  identify  persons  at  increased  risk 
for  serious,  late-onset  disorders,  such  as  diabetes,  cancer,  heart  disease 
and  dementia,  will  become  available  over  the  next  decade.  These  tests  will 
help  to  avert  disease  and  save  lives.  To  encourage  their  use,  our  society 
must  honor  the  privacy  of  those  who  are  tested. 

Recent  state  efforts  to  enact  genetic  privacy  laws  have  had  some  measure 
of  success,  although  in  some  instances  these  new  statutes  may  threaten  the 
future  of  genetic  research.  Legislative  solutions  must  take  the  right  to  med- 
ical privacy  seriously  while  recognizing  the  legitimate  interests  of  third-party 
payers,  researchers  and  others  to  have  regulated  access  to  needed  data. 

Currently,  many  Americans  fear  that  predictive  genetic  tests  may  discover 
risks  that  will  be  used  to  deny  healthy  people  access  to  health  insurance, 

life  insurance  or  employment.  There  is 
little  evidence  that  this  is  happening. 
Nevertheless,  given  the  fear  of  discrimi- 
nation, we  must  move  quickly  to  inform 
and  reassure  our  fellow  citizens.  It 
would  be  a  tragedy  if  groundless  fears 
dissuaded  people  from  taking  genetic 
tests  that  could  improve  their  health  or 

Fnii,p  Reiiiy.  M.D..  J.D..  save  their  lives. 

Clinical  Geneticist  and  CEO,  ^^      g,,  .^^.^.^^^^^  ^^^  g^g  ^^^^^^^^_ 

Shaver  Center  for  Mental 
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genetic  tests  must  be  ottered  adequate  counseling  by  qualitied  tiealtti  care 
providers  botti  oetore  and  after  ttie  test. 

Keeping  the  Safety  Nets 

As  a  former  member  of  Congress,  I,  too,  recognize  how  important  it  is 
to  act  carefully  and  prudently  on  an  issue  of  such  dynamic  scientific  and 
evolutionary  significance  as  genetic  testing.  However,  the  current  federal 
proposals  are  too  far-reaching  and  inappropriate. 

The  American  people  need  to  be  informed  of  the  protections  related  to 
genetic  information  already  offered  under  the  1996  Health  Insurance 
Portability  and  Accountability  Act  (HIPAA).  This  federal  law  prohibits  the 
use  of  genetic  information  to  deny  or  limit  health  coverage  from  any  group 
health  plan.  All  employees  and  their  eligible  dependents  must  have  guaran- 
teed issuance  of  coverage,  if  health  benefits  are  offered  by  the  employer. 
Also,  no  individual  may  be  singled  out  for  exclusion  on  the  basis  of  health 
or  genetic  information.  The  law  also  explicitly  excludes  the  use  of  genetic 
information  as  a  preexisting  condition  unless  the  individual  has  an  active 


Bill  Gradison.  President, 
Health  Insurance 
Association  of  America 


disease.  This  means  that  otherwise 
healthy  people  cannot  be  discriminated 
against  on  the  basis  of  genetic  tests. 

Likewise,  there  are  various  levels  of 

existing  state  law  that  provide  rational 

■^J^^^^^H        definitions  of  genetic  testing  and  han- 

^^^  dling  of  privacy  issues.  Most  of  these 

M^ J        laws  focus  narrowly  on  specific  use  of 

genetic  information  derived  from  DNA 
and  RNA-based  tests,  rather  than  more 
broadly  on  family  history,  physical  exam- 
ination, routine  tests  or  medical  records. 
Having  access  to  medical  information  is  often  necessary  to  deliver  quality 
patient  care. 

Any  legislation  that  addresses  privacy  and  genetic  information  issues 
needs  to  recognize  and  preserve  access  to  medical  information. 

For  All  the  Commitments  You  Make^ 


CNA  is  one  ot  the  leading  insurance  organizations  in  ttie  United  States.  Active  in  a  broad  line  of  insur- 
ance business.  CNA  has  100  years  of  experience,  assets  of  $61  billion  and  stockholders' equity  of$7.i 
billion  as  of  December  31,  1996.  CNA  is  a  registered  service  mark  of  the  CNA  Financial  Corporation. 
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A  Century  of  Commitment 
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Harrison  Trask  makes  shoes,  and  he's  successful  at  it 
because  he  packages  a  vision  along  with  the  product. 

The  three  icons 
of  the  old  West 


By  Ashlea  Ebeling 


Harrison  Trask 

Oh,  give  me  a  home  where  the  buffalo  roam  and  I  can  make  men's  shoes  all  day. 


Harrison  Trask  was  fly-fishing  onl 
the  Madison  River  in  Yellowstoncl 
National     Park    four    years    ago. 
Throughout  the  day  he  watched  a| 
herd  of  buffalo  grazing  nearby. 

As  Trask,  59,  describes  it,  all  his  I 
love  of  the  American  West  came 
welling  up  in  him,  mixed  with  his  I 
wish  to  be  independent,  to  be  his 
own  boss,  like  the  cowboys  of  old. 

As  the  herd  departed,  the  veteran 
shoe  salesman  found  himself  thinking 
more  practical  thoughts.  He  was  rest- 
less in  his  job  as  San  Francisco-based 
Northwest  regional  sales  manager  for 
Reebok.  He  wondered:  Was  anyone 
making  buffalo-hide  shoes?  Nobody 
he  could  think  of.  He  could  scarcely 
wait  to  call  his  best  friend,  John 
Brewer,  53,  a  sales  manager  at  L.A. 
Gear,  who  worked  out  of  Houston. 

Trask  and  Brewer  did  some  quick 
checking.  Nobody  made  buffalo-hide 
shoes,  and  there  was  a  ready  supply 
of  raw  material:  Ranchers  slaughtered 
about  14,000  bison  each  year  to 
meet  the  growing  demand  for  low- 
cholesterol  meat.  About  20%  of  the 
hides  went  to  robemakers.  The  rest 
were  thrown  out.  Trask  figured  he 
could  buy  leftover  skins  for  about 
$60  each. 

Drawing  on  $200,000  of  Trask's 
savings,  Trask  and  Brewer  formed 
H.S.  Trask  &  Co.  in  Bozeman, 
Mont,  and  lined  up  a  manufacturer 
in  Arkansas.  They  identified  two 
growth  areas  in  the  men's  shoe 
market:  the  so-called  bridge  catego- 
ry, in  which  dress  and  casual  inter- 
sect, and  the  $150-and-up  segment. 
Trask  designed  the  Gallatin,  a  $145 
lug-sole  lace-up  named  after  the 
Montana  river.  A  $165  boot  version 
is  called  the  Madison. 

From  there  it  was  hit  the 
road  again — as  Trask  had  once  done 
selling  Buster  Browns,  and  Brewer 
selling  RF.  Flyers  and  Candies.  Trask 
knew  his  marketing:  To  gain  big 
orders,  he  would  need  to  establish 
credibility  for  his  product.  Pains- 
takingly, he  and  his  partner  persuad- 
ed 24  retailers  to  take  small  orders — 
on  average  fewer  than  100  pairs  each. 
These  were  specialty  retailers,  like 
Bozeman-based  Schnee's  Boots  & 
Shoes  and  Paragon  Sporting  Goods 
in  New  York  City. 

With  these  orders  in  his  pocket. 
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lather  than  bore  you  with 
statistics  hke  zero  to  60  in  5.2  seconds 
or  the  abihty  to  stop  on  a  dime,  let's  talk 
about  some  really  impressive  numbers. 
Like  helping  28  million  families  afford 
homes  and  posting  an  outstanding 
record  of  financial  performance. 

At  Fannie  A\ae,  we  have  achieved 
a  decade  of  steady  earnings  growth 
in  a  wide  variety  of  interest  rate 
environments.  And  our  debt  securities 
offer  innovation  coupled  with  returns 
on  callable  debt  that  historically 
have  outperformed  Treasuries  of 
similar  duration. 

We're  also  the  largest  issuer  of 
mortgage-backed  securities.  Their 
consistency  and  liquidity  are  unrivaled 
throughout  the  industry. 

Gill  us  at  1-800-368-7092  lor  a  copy 
of  our  1996  annual  report.  Or  visit  our 
Web  site  at  www.lanniemae.com  lor 
more  information.  Unless,  of  course, 
you'd  rather  read  up  on  mpgs  and  rpms. 
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Sometimes  The  Best  Offense 
Is  A  Good  Defense. 


Select  S&P 
Industrial  Portfolio 


In  a  volatile  market,  you've  got  to 
weigh  every  move.  That's  what  we  do 
with  the  Select  S&P  Industrial  Portfolio. 

We  start  with  the  stocks  of  the  S&P 
Industrial  Indext  then  select  15 
quality,  high  dividend  yielding  stocks 
that  may  be  currently  undervalued. 
Their  higher  than  average  dividend 
yield,  if  maintained,  could  help  buffer 
the  effect  of  stock  price  dechnes  during 
market  downturns. 

While  this  is  a  one-year  portfolio,  it's 
designed  to  be  followed  for  the  long 
term.  You  can  rollover  your  investment 
each  year  into  a  new  portfolio,  if 
available.  There  is  no  assurance  that  any 
portfolio  will  outperform  the  Index  over 
its  1-year  life  or  successive  rollovers. 

This  new  Portfolio  offers: 

•  Stocks  rated  A  or  better  by  S&P 

•  A  disciplined  strategy 

•  Minimum  investment  of  just  $250 

Call  for  a  free 

Select  S&P  Industrial  Strategy  Guide. 

It's  a  smart  move. 

1-800-562-2926  ext.  459 


Buy  With  Knowledge. 


efined  Asset  Funds' 


Hold 'With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch  •  Smith  Barney  •  PaineWebber 

Prudential  Securities  •  Dean  Witter 

*  "Standard  &  Poor's"  and  "S&P"  are  trademarks  of 
The  McGraw-Hill  Companies  and  have  been  licensed 
for  use  by  Defined  Asset  Funds.  The  Portfolio  is  not 
sponsored,  managed,  sold  or  promoted  iry  Standard  6-' 
Poor's.  Dividends  and  any  gains  will  he  subject  to  tax 
each  year.  A  free  prospectus  containing  more  complete 
information  on  Defined  Asset  Funds'"  Select  SC'P 
Industrial  Portfolio,  including  all  charges  and  expenses. 
IS  available  from  any  of  the  above  sponsors.  Read  the 
prospectus  carefully  before  investing.  ©  1997 Merrill  Lynch. 
Pierce.  Fenner  &  Smith  Inc.  Member  SIPC. 


Trask  traveled  to  Maine  and  made  a 
cold  call  on  the  L.L.  Bean  shoe 
buyer,  knowing  that  Bean  was  inter- 
ested in  unit]ue  merchandise  with  a 
sporting  image.  He  landed  a  good- 
size  order.  A  buyer  for  the  Orvis 
sporting  goods  catalog  heard  about 
the  buffalo-hide  footwear  through 
the  grapevine  and  ordered  the  shoes 
at  Trask's  booth  at  a  Las  'Vegas  trade 
show  in  1995. 

Trask  and  Brewer  needed  capital, 
so  they  lined  up  61  investors  who,  in 
three  private  offerings,  threw  in  $3.5 
million  for  a  combined  46%  of  the 
company.  Why  invest  in  a  shoe  com- 
pany? Trask  reminded  them  that  he 
wasn't  just  selling  shoes.  In  his 
words:  "I'm  capitalizing  on  the 
romance  of  the  'West  and  its  three 
icons — the  cowboys,  the  Indians  and 
the  bison." 

In  a  business  in  which  success  is 
quicldy  copied,  Trask  moved  to  make 
it  harder  for  would-be  competitors  to 
get  buffalo  hides.  He  gave  stock 
bonuses  to  his  key  suppliers.  "We 
don't  want  the  ranchers  to  sell  the 
hides  to  someone  else,"  explains 
operations  chief  Tad  Swanson. 

As  they  expanded,  Trask  and 
Brewer  added  men's  moccasins  and 
saddle  shoes  made  out  of  elk  and  cow 
leather.  That  worked,  but  a  six-shoe 
women's  line  introduced  in  1995  was 
a  big  flop.  Ditto  a  line  of  sandals  dec- 
orated with  primitive  drawings.  Ana- 
lyzing the  mistake.  Brewer  quickly 
saw  where  the  company  had  gone 
astray:  "I  saw  real  quick  we  were 
going  to  dilute  our  efforts.  We  decid- 
ed to  concentrate  on  what  brought 
us  to  the  dance:  men's  classics." 

In  a  world  in  which  product  differ- 
entiation is  often  more  in  the  buyers' 
mind  than  in  the  product  itself,  the 
fiasco  with  women's  shoes  reminded 
Trask  of  what  he  was  selling.  Men's 
casual  shoes  went  well  with  the  West- 
ern icons.  Women's  just  didn't.  Shoes 
may  serve  the  same  general  purpose 
for  men  as  for  women,  but  men's  and 
women's  shoes  are  basically  different 
businesses. 

Talking  to  Harrison  Trask,  it's 
hard  to  figure  where  the  man  stops 
and  the  salesman  begins.  He  really 
does  love  the  West  and  its  symbols. 
He  drives  visiting  buyers  and  store 
owners  around  the  count)^side  in  his 


Handsewing  shoes  in  Maine 

Trask's  favorites  are  his  e\V,  moccasins. 


Chevy  Silverado  with  its  cracked 
windshield.  There,  he  points  out,  is 
Ted  Turner's  113,000-acre  buffalo 
ranch,  beyond  the  high  plains  of 
undulating  wheat.  He  takes  buyers 
fishing  in  aspen-lined  rivers.  He  gives 
out  Remington-like  molded  resin 
buffalo  statues  for  use  as  display 
materials.  At  trade  shows  the  Trask 
booth  is  a  20-by-40-foot  log  cabin 
made  of  Montana  pine. 

Trask,  who  owns  37.5%  of  the 
company,  says  it  has  been  profitable 
since  1995.  Estimated  revenues  for 
1997  are  $12  million. 

Trask  pulls  to  the  side  of  a  road  to 
give  a  visiting  reporter  a  better  look 
at  Montana's  Big  Sky  country.  In  a 
way,  he's  showing  more  than  scenery. 
He's  explaining  his  business.  It's  not 
just  selling  something  to  put  on  your 
feet:  It's  selling  that  tranquil  moment 
when  he  saw  buffalo  grazing  by  his 
fishing  spot.  ^ 
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iThe  SAP/Stevie  Wonder  Vision  Awards. 

j^  SAP  and  Stevie  Wonder  have  come  together  to  create  the  SAP/Stevie  Wonder  Vision  Awards  program.  The 
program  will  recognize,  encourage  and  reward  those  who  are  using  or  developing  technolog\'  to  help  integrate 
^  blind  and  visually  impaired  individuals  into  the  workplace.  Through  the  SAP/Stevie  Wonder  Vision 
Awards,  the  vision  of  a  few  can  help  the  world  to  see.  The  program  will  designate 
awards  in  three  categories:  Product  of  the  Year,  Pioneer  of  the  Year,  and  Role  Model 
Organization  of  the  Year.  For  information  on  becoming  a  sponsor  or  nominating  an  individual 
or  organization  for  an  award,  visit  us  at  www.sap.com/vision  or  call   1 -(S()()-283- I  SAP.     A  Bctni  Rctidii  On  InforniiUiou!" 
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Loony-tunes 


management  teaming 


BY  JAMES  GHAMPY 


James  Champy, 
coauthor  of 
Reengineering  the 
Corporation,  is 
chairman  of  consulting 
for  Perot  Systems  Corp. 


With  the  white  folds  of  his  kaffiyeh  hang- 
ing low  over  his  eyes,  as  if  to  protect  them 
from  the  punishing  desert  sun,  the  "expedi- 
tion's" adviser  intoned  his  instructions  with  a 
straight  face:  "The  fabled  gold  of  Sheik  Yabibi 
lies  high  in  the  mountains  to  the  north.  You 
must  organize  yourselves  carefully  in  teams  to 
cross  the  trackless  sands.  But  beware,"  he 
added  dramatically,  "of  the  winds!"  His  robed 
arms  fluttered  violently.  "The  haboob!" 

Around  him  stood  other  corporate  execu- 
tives. They  were  dressed  as  camel  drivers, 
desert  nomads  and  Saudi  princes.  Their  faces 
showed  the  strain  of  trying  to  take  the  ridicu- 
lous seriously.  Outside — with  a  shriek  that 
built  to  the  intensity  of  a  howling  sand- 
storm— a  jumbo  jet  lifted  off  the  runway  adja- 
cent to  the  motel  conference  room  in  which 
we  were  playing  this  silly  game. 

Surveys  show  that  it  takes  at  least  five  years 
of  persistent  effort  and  outstanding  leadership 
to  make  cultural  change  stick.  Yet  quickie  man- 
agement culture-change  courses  abound,  such 
as  the  one  I  have  just  described:  treks,  walks  in 
the  woods,  role-playing  games,  even  est  tech- 
nique and  sleep  and  food  deprivation.  At  that 
make-believe  Arab  session,  one  New  York 
banker  got  it  exacdy  right.  "I  think  I  already 
know  where  the  gold  is,"  he  muttered,  fiddling 
with  his  desert  headgear.  "It's  in  loony-tunes 
management-training  sessions  like  this." 

The  only  effective  short  course  in  radical 
human  transformation  I  know  of  takes  place  at 
Parris  Island.  Such  heavy  indoctrination  won't 
work  for  businesses.  You  can't  order  young 
executives  out  of  bed  at  2  a.m.  to  shoulder  65- 
pound  packs  for  a  20-mile  forced  march. 

That  New  York  banker  had  been  sent  to  the 
"desert"  training  because  he  and  his  compatri- 
ots were  treating  loan  customers  badly.  The 
higher-ups  deemed  this  a  "culture"  problem. 
Maybe,  but  the  problem  wasn't  going  to  be 
cracked  by  donning  Arab  headgear. 

A  company's  culture  is  no  more  than  a  col- 
lective set  of  the  beliefs  and  behaviors  of  its 
people.  These  develop  over  years  and  often 
start  with  the  founder — like  lohnson  &  John- 
son's General  Johnson,  who  imbued  J&J  with 
strong  beliefs  about  serving  the  public  good. 


More  recently,  Gary  Wendt,  the  leader  of 
GE  Capital,  was  nearly  as  relendess  as  a  Marine 
drill  instructor.  Over  slighdy  more  than  five 
years  he  developed  a  new,  highly  focused  cul- 
ture for  this  financial  services  company.  His 
approach:  Establish  unambiguous  business 
metrics  so  that  everyone  understood  success. 

But  let's  not  kid  ourselves  about  quick  fixes. 
As  Peter  Drucker  said:  "Company  cultures  are 
like  country  cultures.  Never  try  to  change  one. 

A  company's  culture  is  no 
more  than  a  collective  set  of  the 
beliefs  and  beha\iors  of  its  people. 


Try,  instead,  to  work  with  what  you've  got." 

Drucker  was  right.  The  quick-culture- 
change  artists  are  charlatans.  Here,  from  my 
experience,  are  some  thoughts  on  what  it 
really  takes  to  effect  change: 

People  on  the  job  change  most  quickly 
when  they  can  physically  experience  the  new 
direction  you  want.  As  Wendt  did,  alter  the 
compensation  system.  Update  the  physical 
environment.  If  you  need  bank  managers  to 
treat  customers  better,  put  them  in  a  new 
branch  where  all  the  customer  rules  are 
changed.  These  changes  can  be  a  simple 
thing,  like  greeting  customers  with  interest. 
By  changing  what  people  do,  you  stand  a 
better  chance  of  changing  who  they  are. 

Role -playing  exercises  can  be  helpful  only 
when  people  return  to  find  that  something 
really  has  changed  at  the  company.  This  could 
be  as  aggressive  as  changing  how  a  company 
markets  and  sells,  or  as  simple  as  how  the  boss 
treats  people.  Otherwise,  role-playing  happens 
in  an  abstraction — and  can  make  people  even 
more  cynical  and  entrenched. 

If  your  business  requires  a  total  shift  in  its 
culture  to  succeed,  you  might  do  best  taking  a 
hint  from  Peter  Drucker  and  not  try.  Go  out 
and  start  a  new  company — much  as  General 
Motors  did  v/ith  Saturn.  Or  you  may  need  to 
hire  new  people.  Radical  culture  shifts  require 
deep  personal  adjustments,  which  many 
people  may  not  want — or  be  able — to  make. 
After  all,  the  secondary  dictionary  definition 
of  "change"  is  "substitution."  ^ 
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COMPUTERS/COMMUNICATiOHS 


Where  China  is  becoming  the  world's  major  supplier  of  cheap  labor, 
India  is  emerging  as  a  supplier  of  highly  technical  brainpower. 

Silicon  Valley 
goes  east— way  east 


By  Srikumar  S.  Rao 

It's  the  last  thing  you  would  expect 
in  a  65 -unit  department  store  chiain: 
Nordstrom,  Inc.  has  decentralized  its 
buying  to  better  tailor  inventory  to 
local  tastes.  Many  bm^ers  handle  a  half- 
dozen  stores,  or  even  fewer,  to  cus- 
tomize offerings.  How  can  Nordstrom 
do  this  while  hanging  on  to  central- 
ized finances,  volume  discounts  and 
economies  of  scale  in  shipping.^  Fancy 
software.  The  company's  custom 
inventory  and  financial  software  has 
saved  it  millions. 

It  figures.  Nordstrom  is  based  in 
Seattle,  home  to  one  of  the  most 
intense  concentrations  of  program- 
mers in  the  U.S.  But  wait — Nord- 
strom isn't  using  all  homegrown 
talent.  It  went  all  the  wav  to  India  for 
most  of  this  custom  soft^vare. 

Nordstrom's  supplier:  Bangalore- 
based  Infosys  Technologies,  a  fast- 
growing  soft\vare  firm  with  global 
ambitions.  A  team  of  some  50  Infosys 
engineers  is  dedicated  to  Nordstrom 
projects.  They  live  in  India,  but  spend 
four-to-six-month  tours  of  duty  in 
Nordstrom  offices  in  the  U.S.,  con- 
standy  updating  and  refining  the  more 
than  1  million  lines  of  code  that  run 
Nordstrom's  business. 

India  has  been  exporting  computer 
software  for  years,  but  what's  new  is 
the  extent  to  which  American  busi- 
nesses hav^e  begun  entrusting  critical, 
leading- edge  software  development  to 
Indian  programmers.  Past  and  present 
Infosys  clients  include  such  marquee 
American  names  as  Visa,  Xerox,  Gen- 
eral Electric,  Reebok,  and  at&t. 

Srikumar  S.  Rao  is  chairman  of  the  marketing 
department  at  the  C.W.  Post  campus  of  New 
York's  Long  Island  University. 
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Engineers  born  and  often  trained  in 
India,  where  English  is  the  principal 
language  of  higher  education,  have  for 
years  immigrated  to  the  U.S.  to  staff 
the  research  and  development  labs  of 
outfits  ranging  from  Intel  and  AT&T 
to  tiny  startups.  But  engineers  who 


stayed  behind  in  India  were  hampered 
from  acquiring  skills  by  a  lack  of 
knowledge  and  technolog\',  a  result  of 
India's  stifling  bureaucrac^^ 

That  changed  after  India  began  its 
economic  liberalization  in  1991.  At 
first  the  countr)'  was  tapped  primarily 
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by  "body  shoppers"  (see  box,  p.  162) 
for  labor-intensive  applications  like 
data  entry  and  millennium- bug  proj- 
ects. Capable  programmers  were  avail- 
able in  India  at  salaries  of  less  than 
$10,000  a  year,  a  fifth  what  they 
would  command  in  the  U.S. 

The  Indian  software  industry  took 
off  The  National  Association  of  Soft- 
ware &  Service  Cos.  in  New  Delhi 
estimates  that  exports  hit  $  1  billion  in 
the  year  ended  March  1997,  and  are 
growing  at  50%  a  year. 

As  engineering  skills  grew,  India 
became  more  than  just  a  cheap-labor 
pool.  Only  three  organizations  in  the 
world  have  achieved  a  level  5  rating, 
the  highest,  at  Carnegie  Mellon  Uni- 
versity's Soft^vare  Engineering  Insti- 
tute. Two  are  in  the  U.S.:  Boeing's 
Defense  &  Space  Group  and  IBM  Fed- 
eral Systems  Co.  (now  Lockheed 
Martin).  The  third  is  Motorola  India 


Electronics  Ltd.  (miel).  Motorola's 
soft^vare  center  in  Bangalore. 

"We  are  in  India  because  that's 
where  a  lot  of  talent  is,"  says  Amreesh 
Modi,  managing  director  of  Motoro- 
la's Global  Software  Division.  "The 


When  the  lights  go  out 

You  WANT  the  Third  World's  brain- 
power.^  Be  prepared  for  its 
headaches. 

Brownouts  and  blackouts  are 
common  in  Bangalore.  Infosys  has 
13.5  tons  of  backup  batteries  to 
keep  its  computers  humming.  It  also 
has  4,000  gallons  of  diesel  fuel  to 
last  1 5  days — to  power  generators. 

The  water  supply  is  erratic,  so 
Infosys  has  its  own  sewage  treat- 
ment plant  that  sends  water  back  for 
reuse.  Wildcat  transportation  strikes 
are  common,  so  the  company  has  its 
own  fleet  of  25  buses  to  ferry  work- 
ers to  and  from  home.  It  runs  a  24- 
hour  cafeteria  that  can  feed  1,200 
people,  and  has  sleeping  and  shower 
facilities  as  well  (just  in  case  a  riot  or 
another  problem  makes  it  hard  for 
the  buses  to  get  around). -S.S.R.  WU 


N.R.  Narayana 
Murthy,  chairman  of 
Infosys  Technologies; 
its  campus  (below) 
Low  cost  is  not 
the  issue;  talent 
and  capability  are. 


cost  advantage  is  a  short-term  bonus." 
Take  the  specialized  computer  chips 
that  run  applications  like  telephone 
switches.  It  can  take  months  between 
the  design  of  a  chip  and  delivery  to  a 
customer.  It  takes  more  months  for 
the  customer  to  incorporate  it  into 
products  and  write  the  software  that 
goes  with  it.  One  way  to  reduce  this 
delav  is  to  build  a  software  simulator 
for  the  chip  and  deliver  it  immediate- 
ly to  customers,  who  can  then  begin 
writing  and  testing  associated  pro- 
grams. Big  chunks  of  the  simulator, 
compiler  and  debugging  software  for 
many  of  Motorola's  new  chip  designs 
are  developed  in  Bangalore.  "Our 
guys  are  so  good  that  they  frequendy 
suggest  improvements  in  the  design  of 
the  chip  itself,"  says  Roger  Fordham, 
managing  director  of  miel. 

Digital  signal  processing  is  the  tech- 
nology^ that  underlies  many  of  the  gad- 
gets we  can  no  longer  live  without — 
direct-broadcast  TV,  cellular  phones, 
multimedia,  CD-ROMs,  secure  on-line 
banking.  Who  writes  the  code  for 
these  chips.^  Texas  Instruments  (India) 
has  330  software  professionals,  housed 
in  a  spanking  new  120,000-square- 
foot  building  in  Bangalore. 

India's  expertise  shows  up 
in  some  surprising  places.  Take 
space  imaging — taking  pho- 
tographs of  the  earth's  surface 
from  orbiting  satellites.  Oil 
and  gas  companies  use  these 
photos  to  route  pipelines;  dis- 
aster managers  to  evaluate  the 
effects  of  earthquakes,  floods 
and  fires;  and  agriculture  officers  to 
manage  insect  infestations. 

U.S.  and  Russian  military  sateUites 
take  the  best  pictures  for  this  purpose, 
but  vou  can't  buv  them.  For  that,  vou 
go  to  India.  "India  has  the  most 
ad\^anced  commercially  available 
remote  sensing  satellites  in  orbit 
today,"  says  John  Copple,  chief  exec- 
utive of  Thornton,  Colo. -based  Space 

Imaging  Eosat. 

In  short,  while 
China  is  develop- 
ing as  a  source  of 
cheap  labor  for 
the  industrial 
nations,  India  has 
become  a  source 
for  brainpower. 
Lawrence  EUi- 
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Who's  creating  tomorrow? 

People  with  vision.  People  who  can 
look  at  a  computer  and  see  the  potential  it 
holds.  Not  simply  as  a  processor  of  bits.  But 
as  an  enabler,  an  educator,  an  entertainer,  a  communicator.  Imagine 
group  video  communication,  interactive  television,  and  virtual  reality 


environments.  These  are  the  applications  our  partners  are  developu 
today  using  Philips  Semiconductors.  The  TriMedia  multimedl 
processor,  with  it's  ability  to  process  audio,  video  and  graphics  simi 
taneously,  is  central  to  these  multimedia  applications.  It  processes 
data  fast  enough  to  make  them  viable,  and  it's  flexibility  means  oui 
partners  can  adapt  products  as  standards  change,  and  ideas  evolve. 


make  multimedia 
B^s  come  alive 


ips  Trimedia  and  dedicated  chipset  solutions  are  changing  peoples 

ption  of  what's  possible.  Think  about  how  multimedia  can  change 
r  business,  and  join  us  at  www.semlconductors.philips.com. 
,ethcr  we  can  make  your  ideas  come  alive. 

^  tel.  +1-800-447-1500,  ext.  1315.  Hurope  l^ix.  +31-10-284-3181, 
>-"■  Asia  fox.  +852-281 1-9173.  quote  "F/B". 
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Complex  software  written  in  India  shows  up  in  seemingly  unlikely  products.  The 
background:  an  image  of  Washington,  D.C.  taken  by  an  Indian  satellite. 


system  of  computing. 

Companies  that  have  opened  devel- 
opment operations  in  India,  or  are 
thinking  about  doing  so,  include  IBM, 
Hewlett-Packard,  AT&T,  Northern 
Telecom,  Siemens,  British  Telecom, 
Digital  Equipment,  Lucent  and  Com- 
puter Associates.  Nontechnology 
giants  like  Citicorp  have  found  that 
they  can  gain  a  competitive  edge  in 
world  markets  by  using  proprietary 
soft^vare  developed  in  India. 

Companies  that  come  to  India  for 
other  business  reasons  sometimes  find 
serendipitous  advantages.  When  Gen- 
eral Electric,  in  collaboration  with 
local  partner  Wipro,  set  up  its  medical 
systems  unit  in  Bangalore,  GE  Medical 
Systems  Chairman  John  Trani  sug- 

Rising  star 


son,  Oracle's  chief,  has  high  hopes  for 
the  network  computer  his  Oracle 
Corp.  is  touting  to  beat  Intel/Win- 
dows PC  on  the  desktop.  Oracle's  net- 
work computer  will  use  an  operating 
system  largely  developed  by  the  com- 
pany's India  Development  Center  in 


Bangalore.  "Never  in  my  wildest 
dreams  did  I  think  they  could  accom- 
plish so  much  in  such  a  short  period  of 
time,"  says  Jerry  Baker,  chief  executive 
of  Network  Computer,  Inc.,  the  new 
company  joindy  owned  by  Oracle  and 
Netscape  that  is  spearheading  the  NC 
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India's  software  exports  are  growing 
fast,  but  faster  in  rupees  than  in  dollars. 


Global-scale  telecommuting 

Even  before  the  Indian  economy  began  to  liberalize  in 
1991,  it  was  clear  from  any  employee  roster  in  Silicon 
Valley  that  India  was  a  breeding  ground  for  software 
engineers.  A  handflil  of  American  companies  like  Texas 
Instruments  even  ventured  there  to  open  local  offices  to 
tap  the  talent  at  its  source. 

Then  the  labor  market,  becoming  global  and  more 
efficient,  found  another  way  to  do  the  job.  Specialized 
employment  firms  signed  lucrative — in  rupee  terms — 
contracts  with  Indian  engineers,  brought  them  to  the 
U.S.  on  short-term  visas,  farmed  them  out  to  American 
firms  like  American  Express  at  very  competitive  rates  by 
U.S.  standards — but  much  more  than  they  were 


paying — and  grew  fat  on  the  spread. 

It  was  a  high-turnover  business.  Canny  employees 
quickly  figured  out  the  market  rate  for  their  services — 
and  defected.  The  U.S.  government  started  investigat- 
ing the  "exploitation"  of  foreign  workers.  Big  compa- 
nies continued  using  these  diligent  employees,  but  grew 
tight-lipped  about  the  practice. 

In  the  final  chapter  of  this  brain  trade,  telecommuni- 
cations improved  and  India  shed  some  of  its  crippling 
barriers  to  doing  business  abroad.  Fast  data  transmission 
meant  that  in  many  cases  it  was  no  longer  necessary  to 
physically  transport  workers.  They  could  stay  in  India 
and  work — telecommuting  on  a  global  scale.  -S.S.R.  Hi 
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1997  Edgerton  Foundation. 

Nothing  moves  faster  than  light,  and  now  light  can  move  more  with  the  Qwest  Macro  Capacity'"  Fiber  Network. 
Qwest  designed  its  network  from  scratch  -  with  Nortel's  high-speed  broadband  technology  (OC-192)  and  the 

world's  purest  fiber  optics  -  to  have  more  capacity  than  any  other  long-distance  network,  so  it  can  carry     

NORTEL      '^ore  voice,  data  and  video  to  more  places.  At  the  speed  of  light  and  at  a  lower  cost.  We've 
NORiHiRN  HLtcoM      captured  light.  And  the  world  is  about  to  become  a  very  different  place.        wvw^/. qwest.net 
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Presenting  our  new  expanded  line  of  servers.  Each  day  more  and  more  companies  realize 
the  power  and  advantages  of  running  their  operations  with  Compaq  servers. 

Today,  over  one  million  Compaq  servers  are  in  operation.  As  the  need  for  this  more  efficient' 

'     intelligent  form  of  computing  has  expanded,  our  line  of  servers  has  expanded  to  meet  every  deini 

The  ProSignio  200  is  pur  entry-level  server,  which  your  business  can  buy  for  the  price  of  a  deskto' 

For  workgroups,  we  offer  the  ProLiant  800  and  the  new  850R,  which  is  the  first  high-density,  rack-ready  workgroup  server. 

Moving  up  the  organization,  we  offer  the  scalable  and  flexible  ProLiant  2500  for  departments  and  the  ProLiant  6000,  which  delivers  exc 

price  performance  for  midronge  enterprises. 

The  ProLiant  6500  and  7000  are  the  newest  scalable  additions  to  our  line  and  establish  solid  enterprise  capabilities.  Each  offers  the  hi 
levels  of  availability  for  7x  24  computing. 

From  the  very  beginning,  Compaq  servers  have  set  the  standard  for  open  systems  computing.  Today,  Compaq  management  software 
companies  to  keep  networks  up  and  running  and  costs  down. 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  are  over.  Go  with  the  company  that  sells  the  most  computers  or 
planet  and  you'll  see  the  future  is  a  wide  open,  newly  paved  superhighway  just  begging  to  be  travelled. 
wv\/w.  Compaq. com/products/servers 
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gested  a  "stretch"  target — shooting 
for  a  profit  in  the  very  first  year.  D.A. 
Prasanna,  the  venture's  chief  executi\'e, 
countered  wixh  his  own  proposal:  Let 
GE  buy  software  from  us  to  help  us 
achieve  that  goal  faster. 

Result:  The  soft\vare  that  digitizes, 
manipulates,  reconstructs  and  displa)'s 
images  on  some  of  ge's  top -of- the -line 
scanners  was  developed  in  India.  The 
Bangalore  unit  is  one  of  GE  Medical 
Systems'  global  software  development 
centers.  And  Prasanna  met  his  target. 

Other  GE  divisions,  such  as  aircraft 
engines,  are  doing  development  work 
in  India  so  proprietary  that  GE  reflises 
to  talk  about  it.  In  an  earlier  interview, 
Scott  Bayman,  GE's  country  manager 
in  India,  conceded  that  quality'  of  soft- 
ware development  in  India,  is 
"...slightly  ahead  of  what  we  get 
done  in  the  U.S.,  in  our  experience." 

Nor  are  Indians  just  grabbing  jobs 
and  deals  with  foreign  companies. 
"We  decided  to  take  the  Silicon  V^alley 
model,  adapt  it  to  our  conditions,  and 
see  what  happened,"  says  N.R. 
Nara\'ana  Murth\',  chairman  of  Infosx's 
Technologies.  Infosys  was  the  first 
Indian  company  to  offer  low- cost 
stock  options  to  its  employees  (creat- 
ing dozens  of  dollar  milUonaires  and 
at  least  300  rupee  millionaires),  the 
first  to  publish  audited  quarter!)'  finan- 
cial statements  and  the  first  to  prepare 
financial  reports  conforming  to  U.S. 
accounting  standards.  Infosys  stock 
has  appreciated  5 5 -fold  in  four  years 
on  the  Mumbai  (Bombay)  stock 
exchange,  and  the  company  is  consid- 
ering a  listing  on  Nasdaq. 

Tata  Consultancy  Services,  one  of 
the  soft^vare  firms  of  the  powerful 
Tata  Group,  is  India's  oldest  and 
largest  softAvare  firm.  It  has  seen  its 
revenues  grow  230%  in  the  past  five 
years,  to  S2 05  million. 

Says  Edward  Yourdon,  author  of 
TJje  Rise  &  Resurrection  of  the  Amer- 
ican Pro£irammer.  "Be  prepared  to  see 
the  MADE  IN  India  logo  appear  on 
softAvare  products  in  a  few  years." 

Matrimonial  advertisements  take 
up  several  pages  of  the  Sunday  edi- 
tions of  India's  major  newspapers. 
For  decades,  parents  with  eligible 
children  tried  to  snare  doctors  and 
engineers.  "Computer  professional" 
has  now  gone  to  the  head  of  die  pre- 
ferred list.  ^ 


Can  Somatogen  bring  its  artificial  blood  to  market? 
The  little  biotech  company  faces  enormous  odds 
to  win  the  glittering  prize. 

Brewing  blood 


By  Philip  E.  Ross 


Hope  springs  eterx.\l.  Somatogen, 
a  publicly  traded  Boulder,  Colo, 
biotech  firm,  proposes  to  radically 
transform  blood  transfusions  with 
synthetic  hemoglobin,  the  oxygen- 
carrying  pigment  in  red  blood  cells. 
Ten  years  from  its  founding,  Somato- 
gen has  made  relati\-ely  litde  progress. 
But  the  prize  is  a  glittering  one.  Sup- 
plying blood  for  transfusion  purpos- 
es is  a  multibillion-dollar  business  in 
the  U.S.  alone. 

Somatogen  owns  patents  for 
hemoglobin  synthesis.  It  bought 
them  in  1987  from  the  Cambridge 
University'  scientist  who  had  solved 
the  key  puzzle.  Since  then  the  com- 
pany has  floated  S200  miUion  in 
stock  without  putting  a  product  on 
the  shelves. 

Making  matters  even  more  hairy,  a 


Somatogen's 
blood  factory 
If  you  want 
to  sell 
hemoglobin, 
you've  got  to 
make  big  doses. 


similar  product  is  much  nearer  to  the 
Food  &  Drug  Administration's  finish 
line:  Baxter  Healthcare's  HemAssist, 
made  of  hemoglobin  extracted  from 
outdated  blood.  Hen-L\ssist  is  begin- 
ning final  clinical  trials,  whereas 
Optro,  Somatogen's  synthetic  blood 
product,  is  just  finishing  the  middle 
leg  of  the  course.  That  gives  Baxter 
about  a  t^vo-year  head  start,  normal- 
ly enough  to  let  it  sew  up  the  market. 
Yet  Somatogen  is  betting  that 
Baxter's  drug  will  merely  pave  the 
wzx  for  its  o\\n. 

"No  doubt  Baxter  will  beat  us  to 
the  marketplace,"  says  J.  William 
Frenag,  vice  president  for  technolo- 
gy at  Somatogen.  "But  we  have  the 
preferred  technology'.  Look  at  every 
animal  product  that  hit  first  and  was 
then  followed  by  a  recombinant  ge- 
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New  Quicken 


Can  Jacobs  may  be  celebrating 
a  $450  tax  deduction  after  all. 


The  Lamonds  will  save  $220  on 
their  life  insurance  next  year. 


ii# 


Lee  and  Tracy  Story  will  refinance  their  home  in  '98 
and  save  $2,400. 


Get  mote  from  your  money. 
Get  more  from  life. 


Take  charge  now.  You're  expecting 
more  from  life  this  coming  year.  So  upgrade 
now  to  Quicken"  Deluxe  98.  Witfi  its  richi 
new  features,  you'll  be  getting  more  from 
your  money. 

Manage  your  investments.  Receive 
free  news,  quotes  and  analysis  on  the  invest- 
ments you  follow,  to  stay  informed  with  no 
effort.  And  get  online  statements  from  top 
brokerages  and  mutual  fund  companies 
downloaded  easily  into  Quicken,  for  complete 
up-to-date  records.  No  typing  required! 

Uncover  important  tax  deductions. 
Locate  tax  breaks  and  play  "what-ifs"  with 


$20  Rebate 

for  previous  Quicken  users. 


our  updated  Tax  Deduction  Finder  and 
Tax  Planner. 

Find  a  great  mortgage  deal.  Make 
apples-to-apples  comparisons  of  rates  from 
leading  national  lenders,  all  in  one  place. 
Get  a  better  deal  in  a  fraction  of  the  time 
it  takes  to  shop  around. 

Pay  less  for  insurance.  Eliminate 
multiple  agent  meetings  and  paperwork,  find 
the  insurance  you  need  online,  and  compare 
rates  from  Prudential,  John  Hancock  and 
more  -  with  no  pressure  to  decide. 

Prepare  for  emergencies.  Protect 
your  family's  finances  by  keeping  your 


personal,  legal,  financial  and  medical  records 
organized  and  ready  with  Emergency 
Records  Organizer. 

And  if  you  use  Quicken  for  business  and 
personal  finances,  new  Quiclcen  Home  & 
Business  (for 
Windows)  is  now 
available- with 
important  extras 
like  customized 
invoicing. 

Get  new 
Quicken  Deluxe 
98  today! 


See  your  retailer  today.  Visit  www.Quicken.com/Deluxe98. 
Or  call  1-800-4'lntuit. 


Mac  &  Windows  compatible.  Year  2000  reaciy.  Rebate  applies  to  previous  Quicken  users  who  buy  at  retail  or  online. 


BIOTECHNOLOGY 


netic  version." 

He  has  a  point:  Insulin,  originally 
extracted  from  cow  and  pig  pancreas- 
es, now  comes  mainly  from  biotech. 
So  do  human  growth  hormones  and 
blood  clotting  factors.  Blood  transfri- 
sions  may  go  the  same  way,  fr-om 
using  human  blood  to  using  synthet- 
ic blood  in  many  cases. 

The  advantage  of  bacterial  synthe- 
sis is  clear.  Somatogen  brews  up  its 
blood-red  product  in  identical  batch- 
es, in  potentially  limitless  quantities 
and  free  of  dangerous  microbes. 
Expired  blood,  on  the  other  hand,  is 
a  scarce  commodity  itself,  and  a  batch 
of  hemoglobin  salvaged  from  it 
might  conceivably  be  infected  by  a 
single  bad  bag  of 
blood. 

Bioengineering  also 
lets  scientists  remake 
human  molecules  for 
conditions  nature 
never  envisaged 

(Forbes,  June  3, 
1996).  For  instance, 
hemoglobin  mole- 
cules are  so  small  they 
can  scarf  up  nitric 
oxide,  which  is  too 
short-lived  to  make  it 
into  the  big  red  cells 
where  hemoglobin 
normally  resides.  The 
depletion  of  nitric 
oxide  tightens  blood- 
vessel walls,  raising  blood  pressure. 
To  avoid  this  problem,  Somatogen 
has  contrived  an  experimental  mole- 
cule that  binds  nitric  oxide  less  avidly 
(see  illustration). 

A  side  benefit  of  hemoglobin's 
small  size  is  its  ability,  in  theory,  to 
squeeze  past  clots.  This  application, 
called  reperhjsion  therapy,  might  one 
day  enable  doctors  to  get  oxygen  into 
the  brains  of  stroke  victims. 

A  lot  of  companies  are  chasing  this 
market.  Like  Baxter,  both  Northfield 
Laboratories  and  Hemosol  Inc.  also 
get  hemoglobin  from  old  human 
blood.  Biopure  Corp.  gets  it  from 
slaughtered  cattle,  although  that  idea 
has  taken  a  pounding  since  the  mad 
cow  scare.  Alliance  Pharmaceuticals 
dispenses  with  oxygen-binding 
hemoglobin  altogether  in  favor  of  a 
fluid  that  merely  dissolves  oxygen. 
It's  not  as  efficient,  so  the  patient 


Improving  on  nature 


l^_ki. 


When  "naked,"  outside  a  red  blood 
cell,  the  hemoglobin  molecule  (top) 
has  the  undesirable  side  effect  of 
soaking  up  nitric  oxide,  which  the  body 
uses  to  regulate  blood  pressure. 
Somatogen  has  altered  the  natural 
hemoglobin  molecule  to  minimize  this 
side  effect. 


may  need  an  oxygen  tent. 

These  substitutes  survive  in  the 
body  for  only  a  few  days,  rather  than 
the  five  or  six  weeks  a  red  cell  enjoys. 
They  would  therefore  serve  mainly  as 
blood  extenders  to  conserve  real 
blood  during  surgery.  There  is  quite 
a  large  market  for  that:  Of  the  12 
million  pints  of  blood  used  last  year 
in  the  U.S.,  some  9  million  were 
piped  through  surgical  patients,  who 
bled  most  of  it  down  die  drain.  If  you 
could  decant  a  few  units  of  a  patient's 
own    blood    before    an    operation. 


siphon  in  hemoglobin 
during  the  operation 
and  pour  back  the 
saved  blood  after- 
ward, you  could  ease 
the  pressure  on  blood 
banks. 

In  the  past,  syn- 
thetic proteins  beat 
the  natural  kind  on 
cost  as  well.  It  sure  is 
a  lot  easier  to  brew 
up  human  growth 
hormone  than  to 
extract  it  from  the 
pituitary  glands  of 
thousands  of  cadav- 
ers. But  can  bacterial 
fermentation  under- 
cut the  price  of 
blood,  which  is  mostly  donated.^ 

The  answer,  of  course,  is  that 
human  blood  from  good  Samaritans 
costs  nothing  to  purchase.  But  it  still 
costs  a  lot  to  collect,  store  and  certi- 
fy as  pure.  It  has  a  short  shelf  life, 
too.  No  wonder  hospitals  pay 
betvi.'een  $75  and  $150  a  pint,  and 
may  end  up  spending  double  that 
after  administrative  costs  are  added. 
Somatogen  believes  it  can  eliminate 
some  of  those  costs. 

"We  believe  we  can  produce  for  $3 
to  $4  per  gram,"  says  Timothy 
Hoogheem,  Somatogen's  senior  vice 
president  for  finance.  "You're  looking 
at  $75  to  $100  for  a  25-gram  dose, 
the  equivalent  of  a  pint  of  blood." 

To  make  a  profit,  Somatogen 
v/ould,  of  course,  set  the  price  higher. 
It  is  betting  that  patients  will  pay  a 
premium  for  germ-free  transfijsions, 
the  high  end  of  the  market. 

Somatogen  was  able,  with  the  help 
of  drug  giant  Eli  Lilly,  to  scale  up  to 
produce  6,000-liter  batches  and  to 
demonstrate  the  feasibility  of  a 
50,000-liter  process.  But  Lilly  got 
cold  feet  last  year  and  withdrew  from 
the  partnership,  giving  back  market- 
ing rights  for  Optro  and  pacing  a  $14 
million  severance  fee  to  boot.  That, 
together  with  the  cash  remaining 
from  the  stock  offerings,  leaves 
Somatogen  with  just  enough  cash  to 
last  through  the  end  of  clinical  trials, 
sometime  in  the  next  two  years.  So 
now  Somatogen  is  going  it  alone, 
with  depleted  cash— but  with  the 
glittering  prize  still  in  sight.  WM 
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Siebel  Systems 


IS  THE  GLOBAL  MARKET  LEADER  EV 
SALES,  MARKETING,  AND  CUSTOMER  SERVICE  INFORMATION  SYSTEMS. 

We  do  whatever  it  takes  to  M  AKK  OUR  CIJSTOMKKS  StlC'CESSFTJL/ 


We've  become  the  world's  leading  provider  of  sales,  marketing,  and  customer  service  systems  because  we  are 
committed  to  100%  customer  satisfaction.   In  fact,  Siebel  Systems  has  become  the  fastest  growing  application 
software  company  in  history  because  our  customers  trust  us  to  make  them  sufcessful.   As  we  expand  our 
relationships  and  global  presence,  one  principle  will  endure:  we  are  here  to  serve  our  customers.   We  will 
continue  to  do  whatever  it  takes  to  assure  our  customers  are  100%  successful,  100%  satisfied.   To  find  out  how 
we  can  make  your  organization  more  successful,  call  1-800-720-3115,  ext.  9122  or  visit  us  at  www.siebel.com. 
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WEB  SOLVER 


Will  the  Internet  revolutionize  shopping? 
Look,  it  already  has. 

Let  youir  modem 
do  the  walking 


By  Thomas  Easton 

Investment  banker 
Robert  Broadwater,  39, 
spends  his  days  shopping 
companies.  He  spends  his 
evenings  shopping  for 
expensive  or  hard-to-find 
goods  on  the  Web.  His 
successes  to  date  suggest 
how  the  Web  will  change 
retailing. 

For  this  die-hard  com- 
parison shopper,  the 
Internet  does  little  more 
than  speed  up  the  old- 
fashioned  game  of  calling 
several  stores  for  price 
quotes.  But  that's  no 
mean  advantage,  since  it's 
a  lot  easier  to  cruise  from 
Web  site  to  Web  site  than 
to  dial  a  half-dozen  stores 
trying  to  get  the  right 
person  to  give  the  infor- 
mation you  want.  Broad- 
water's shopping  Ust 
began  to  grow  soon  after 
he  bought  a  five -bed- 
room Bronxville,  N.Y. 
home  in  need  of  updat- 
ing. He  wanted  the  best 
of  everything  for  it;  for 
example,  a  Viking 
VGRC605  range,  the  last 
word  in  kitchen  chic, 
with  six  burners,  two 
ovens,  a  griddle,  a  grill  and  a  ventila- 
tion hood. 

A  Forbes  reporter  volunteered  to 
help  Broadwater  the  old-fashioned 
way — telephone  shopping,  caUing  a 
half-dozen  Manhattan  retailers  listed 
in  the  Yellow  Pages  that  Broadwater 
could  reasonably  be  expected  to 
reach  from  his  office.  Several  retailers 
made  us  feel  like  dirt  for  even  men 
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David  Nealley,  head 
of  133-year-old 
Snow  &  Nealley, 
with  his  timeless 
product  and 
timeless  forge 
This  is  an  Internet  I 
company? 


tioning  price  over  the  phone  for  such 
a  luxury  item  as  the  range,  suggesting 
in  so  many  words  that  if  you  have  to 
ask  die  price,  you  can't  afford  it.  We 
persevered  and  reached  an  oudet  dis- 
dainfully described  by  one  of  the 
information  nonpro\dders  as  a  no -ser- 
vice discounter.  There  we  got  a  price 
quote  of  $9,600. 

Then    Broadwater    did    a    Web 


search.  He  first  tapped  into  the  Web 
site  maintained  by  Viking  Range 
Corp.  (see  table,  p.  172)  and  got  every 
distributor  in  the  country.  Clicking 
on  the  New  York  section  of  the  site's 
U.S.  map,  he  found  all  the  regional 
distributors,  some  outside  the  range 
of  his  local  phone  book.  One  was 
willing  to  dehver  the  stove  to 
BronxvUle  for  $8,600.  Done. 
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"SOMEDAY,  I'LL  BE  ABLE 
TO  MANAGE  ALL  YOUR  PC's 
RIGHT  FROM  MY  OFFICE." 


"SOMEDAY,  A  COMPUTER  WILL  HAVE 
TOMORROW'S  TECHNOLOGY,  TODAY/' 


"SOMEDAY,  A  COMPUTER  WILL  BE 
A  FORMIDABLE  INVESTMENT/' 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


Someday.  Though  you've  heard  about  it 
all  your  life,  it  always  seemed  a  long  way  off. 
But  that's  all  changed  now.  With  our  new 
Equium'"  line  you  can  manage  your  business 
like  never  before.  For  years  Toshiba  has  been 
the  world's  leader  in  portable  technology. 
And  you've  come  to  expect  nothing  less.  So 
when  we  developed  a  new  line  of  business 
systems,  we  put  in  the  same  ingenuity,  quality 
and  design  you've  come  to  depend  on  from 
our  portables.  Incorporating  the  latest  innovations 
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for  superior  manageability,  Intel's  family  of 
processors  and  an  overall  rich  feature  set — 
making  the  Equium  a  formidable  investment. 
We  believe  it's  everything  you  need  to  do 
business  in  an  ever- changing  climate. 
In  fact,  Toshiba  spends  over  $3 
billion  a  year  in  research  and 
development.  Not  just  to  bring 

you  products  today,  but  to  develop 

the  tools  a  new  generation  will  use 
to  create  their  own  somedays. 
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In  Touch  with  Tomorrow 

TOSHIBA 


TO  Cn  YOUR  HANDS  ON  AN  EQUIUM  NOW,  CAU  1-800-457-7777  OR  VISIT  OUR  WEB  SITE  AT  HTT?://COMPUnRS.TOSHIBA.COM 

©1997  Toshiba  America  Into'malion  Systems,  Inc  Eqjium  is  a  trademark  of  Toshiba  America  Information  Systems.  Inc 
Intel  Inside  and  Pentium  Processor  Logos  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corporation 


WEB  SOLVER 


Happy  with  his  buy,  Broadwater 
bought  from  the  same  distant  retail- 
er a  Miele  GH70SC  dishwasher 
($1,300)  and  a  KitchenAid  clothes 
dryer  ($475). 

The  April  snowstorm  strewed  tree 
branches  all  over  Broadwater's  lawn. 
He  wanted  an  ax.  At  the  Home 
Depot  in  New  Rochelle,  N.Y.,  he 
found  good  prices  but  an  unsatisfying 
selection. 

Back  at  his  computer,  Broadwater 
typed  in  "ax"  and  came  up  with 
numerous  choices.  Recalling  the 
name  of  a  tool  he'd  seen  decades 
before,  he  ended  up  at  the  colorful 
Web  catalog  of  Snow  &  Nealley,  in 
Bangor,  Me.,  where  the  133-year-old 


touch  with  customers 
directly.  But  that  was 
plenty. 

Snow  &  Nealley's 
boss,  David  Nealley  (a 
great-great  grandson  of 
a  founder),  says  the  busi- 
ness barely  survived  into 
the  1990s  and  started  the  Web  site  as 
a  minor  component  of  a  promotion- 
al effort  to  the  trade.  To  Nealley's 
amazement,  orders  like  Broadwater's 
have  been  streaming  in. 

Time  to  find  a  car  for  Broadwater's 
new  driveway.  Before  touching  his 


Why  use  a 
middleman? 
I  need  a  product, 
not  a  salesperson. 


but  why  use  an  inter- 
mediary if  you  don't] 
have    to?    He    pre- 
ferred skipping  the] 
middleman  and  get- 
ting a  broader  range 
of  potential  bidders 
without  another  tier  I 
of  costs.  Same  story  for  cue,  the  big  | 
on-line  retailer  that  will  merge  with 
HFS  this  fall. 

Next  came  sinks  fi^om  upstate  New 
York,  an  unusual  floor  sealant  from 
New  Jersey  and  Michael  Graves  wall 
sconces  from  vet  another  store  he 


keypad,  Broadwater  knew  exactly  could  never  hope  to  visit  from  his 
what  he  wanted:  a  Toyota  4-Runner  office  in  Manhattan.  Each  time  the 
SR5,  4-wheel  drive,  in  "stellar  blue"     winner  either  offered  an  unusual 


This  new  house 


Web  source 

Address 

Comment 

Colormagic  Paints  Wallpaper 

gemini.tntech.edu/~bab0898/color.litml 

unusually  helpful  outlet  from  Cookeville,  Tenn. 

Faucet  Outlet 

www.faucet.com 

where  to  go  for  the  kitchen  sink 

Home  Depot 

www.homedepot.com 

map  to  the  depot,  not  for  the  depot 

CarPoint 

carpoint.msn.com 

Microsoft's  database  on  car  prices 

Porter-Cable 

www.porter-cable.com 

everything  you  want  to  know  about  sanders — and  where  to  get  them 

Snow  &  Nealley 

www.sntools.com 

froes,  weeders,  trowels,  broadaxes  and  bark  spuds— all  handmade 

Toyota 

www.toyota.com 

hub  site  for  Toyota  dealers 

Toyota  dealer 

www.toyotadealer.com/fox-toyota 

where  our  man  found  the  best  deal 

Viking 

www.viking-range.com 

home  for  the  range 

One  do-it-yourselfer  created  this  custom  department  store. 
Get  a  search  engine  and  create  your  own. 


firm  still  forges  every  one  of  its  hand 
tools.  Broadwater  liked  the  photo  of 
a  3/^-pound  woodsman's  ax.  He  fol- 
lowed up  with  a  phone  call,  and  with 
his  credit  card  paid  $37  plus  $6  for 
UPS  delivery. 

Note  that  this  isn't  a  radically  new 
kind  of  retailing.  There  was  no 
involvement  with  any  intelligent 
agent — the  sort  of  Web  shopping 
assistant  offered  by  Netbot,  the  soft- 
ware firm  just  acquired  by  Web 
search  service  Excite,  Inc.  Nor  was 
there  any  E-cash,  which  is  supposed 
to  revolutionize  Web  commerce 
someday.  Nor  any  interactivity — 
Snow  &  Nealley  doesn't  take  orders 
over  the  Internet. 

All  the  Internet  did  here  was  put  a 
customer  in  touch  with  a  firm  that 
hasn't  had  much  success  getting  in 


or  "radiant  red,"  with  a  V-6,  manual 
transmission  and  a  particular  option 
package. 

At  Microsoft's  CarPoint  service,  he 
paid  $4.24  with  his  credit  card  on- 
line for  data  on  sticker  prices  for  the 
car  and  the  options,  then  went  to 
Toyota's  Web  page,  got  the  address- 
es of  100-plus  dealers  coast  to  coast 
and  mass-mailed  an  E-note  to  each, 
conducting  in  essence  an  on-line  auc- 
tion. Consumer  spam,  you- could  call 
it.  Time  elapsed:  two  hours.  The  best 
price  he  got  back,  $30,300,  came 
from  an  East  Providence,  RI.  dealer- 
ship. Broadwater  flew  up  one  morn- 
ing, drove  back  in  the  afternoon  and 
saved  $5,000  off  the  price  quoted 
over  the  phone  by  a  local  dealer. 

Broadwater  considered  using 
Auto-By-Tel  (see  Forbes,  Mar.  24), 


product  or  service  or  prevailed  in  a 
mini-auction  conducted  from  Broad- 
water's desk. 

"The  key  is  a  branded  product,"  he 
explains.  "I  know  Porter  Paint,  I 
know  Toyota,  I  know  the  meaning  of 
a  comprehensive  warranty.  I  don't 
need  a  salesperson  standing  across  the 
counter  to  give  me  reasons  to  buy." 

Sometimes  Broadwater  gets  noth- 
ing out  of  his  Web  searches  except  a 
reassurance  that  the  local  store  price 
is  a  good  one.  That  was  the  case  for 
three  Porter- Cable  electric  sanders  he 
bought  to  refinish  the  baby's  bed- 
room closet.  After  wading  through 
some  leads  he  got  by  using  Digital's 
AltaVista  searcher,  he  ended  up  at  the 
power  tool  corral  at  Home  Depot. 

The  future?  Dammit,  the  future's 
here.  Right  now.  WM 
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SYQUEST 

Cxpfort?  Your  Gciiiu\  '" 


www.NVHurstmiu 


Tony  Piccirillo,  Vice  President  of  Engineering  and  Operations,  Cable  Systems  International. 


^mkSAf^ 


TeamSAP  is  a  new  initiative  of  people,  processes  and  products 
representing  SAP's  total  commitment  to  customer  success. 


Cable  Systems  International  connects  with  customers  tw^ice  as  fast. 


Cable  Systems  International  (CSI)  was  formed  from  a  unit  of  AT&T,  it  needed  a  system  that 


help  get  its  telecommunications  products  to  customers  quickly.  CSI  chose  R/3" 


e  from  SAP.  R/3  cut  order  delivery  times  in  half  in  CSI's  connectorized 


ts  division.  Now,  customers  can  expect  their  products  in  two  weeks 


of  four.  And  when  requested,  CSI  can  often  deliver  in 


rs  or  less.  In  fact,  the  connectorized  products  team  has 


hed  a  near  perfect  shipping  record.  For  CSI, 


/as  definitely  a  valuable  connection. 


ore  information,  visit  us  at 


Vwww.sap.com  or 


■800-283- 


.4  Better  Return  On  Itifommtioif. 


INSIGHTS 


Blood-thinning 
without  side  effects 


Michael  Gianturco 
is  president  of 
The  Princeton 
Portfolios. 
His  latest  book  is 
How  to  Buy 
Technology  Stocks 
(Little,  Brown,  1996). 


Today's  biotech  al\nufacturers  make 
human  protein  drugs  in  bacterial  or  animal 
cells  into  which  they  have  inserted  human 
genes.  Cell  cultures  are  hard  to  keep  and  even 
harder  to  scale  up  in  production;  it  can  easily 
cost  $2,500  to  produce  a  single  gram  of  prod- 
uct from  them. 

Now  scientists  are  manipulating  the  genes 
of  vastly  bigger  living  factories:  cows,  goats 
and  sheep.  You  just  milk  the  transgenic  ani- 
mals, as  they  are  called,  and  extract  the  prod- 
uct from  the  milk.  This  technique  could  cut 
biotech  production  costs  to  as  little  as  SI  per 
gram.  Instead  of  a  S50  million  biotech  pro- 
duction reactor,  you  need  only  a  $5  million 
herd  and  some  grass. 

Genzyme  Transgenics  of  Framingham, 
Mass.,  a  publicly  traded  spinoff  of  Genzyme 
Corp.,  is  developing  the  technology^  for  itself 
and  its  drug-company  clients  and  partners.  Its 
first  product  will  most  likely  be  antithrombin 
III,  or  AT-III,  an  anticlotting  factor  that  may 
eventually  supplement  or  replace  heparin  in 
certain  surgical  procedures. 

Natural  AT-III  derived  from  human  blood 
plasma  is  already  in  use,  mosdy  in  Europe  and 
Asia.  Yet  a  biotech  version  would  be  preferred 
because  it  would  be  easier  to  guarantee  it  as 
germ-  and  virus-free. 

The  worldwide  annual  market  for  AT-III, 
worth  some  S200  million,  is  300  kilograms. 
When  tvvo  pharmaceutical  companies  tried  to 
make  the  protein  in  cell  cultures,  they  failed: 
They  just  couldn't  get  the  scale  of  production 
high  enough.  Yet  Genzyme  Transgenics  can 
get  all  the  AT-III  it  needs  from  the  milk  of  its 
transgenic  goats. 

AT-III  works  by  interrupting  the  cascade  of 
biochemical  steps  that  make  blood  clot,  and  it 
lacks  the  side  effects  associated  with  common 
blood  thinners  such  as  heparin.  Genzyme's 
goat- made  version  did  well  in  intermediate 
trials  in  heart-bypass  patients,  and  it  will  begin 
the  final,  critical  trials  early  next  year.  If 
approved,  AT-III  w^ould  become  the  first 
transgenic  drug  to  hit  the  market. 

Any  protein  drug  required  in  bulk  would  be 
a  candidate  for  transgenic  manufacturing. 
Serum  albumin  is  used  to  help  surgical 
patients  and  accident  \ictims  who  have  lost  a 


lot  of  blood.  Albumin  represents  a  huge 
market:  $1.4  billion,  or  440  metric  tons 
worldwide.  Essentially  all  of  it  is  obtained 
from  pooled  human  plasma.  The  supply 
depends  on  donors,  and  the  product  carries 
the  risk  of  viral  or  other  contamination. 

Conventional  biotech  cannot  manufacture 
so  much  albumin  economically,  but  a  herd  of 
2,000  transgenic  cows  could  supply  the  world. 
Genzyme  Transgenics  is  collaborating  on  that 
idea  with  Fresenius  AG,  which  would  handle 
the  clinical  development,  regulatory  approvals 
and  sales.  Genzyme  Transgenics  would  collect 
royalties  on  end  sales. 

Genzyme  Transgenics  has  two  other  ways 
to  exploit  its  technology.  First,  by  cop\ing 
biotech  drugs  as  they  come  off  patent,  it  can 
go  into  the  generic  drug  business.  Second,  it 
may  be  able  to  make  a  few  protein  drugs  in 
such  quantity'  and  at  such  low  price  that  they 
can  be  taken  by  mouth  instead  of  by  injec- 
tion. Stomach  enzymes  digest  medicines  just 
as  they  digest  food.  To  compensate  for  drug 
effectiveness  lost  in  this  way,  oral  dosages 
must  be  large.  Oral  administration  is  a  bit  of  a 
long  shot,  however. 

Last  year  Genz^'me  Transgenics  had  rev- 
enues of  $47  million  and  lost  $7.7  million,  or 
52  cents  per  share.  Most  of  the  company's 
revenue  is  produced  by  TSI  Corp.,  a  wholly 
owned  subsidiary  that  performs  preclinical 
testing  for  client  companies.  In  the  first  half  of 
this  year,  however,  the  transgenic  work  pro- 
duced revenues  of  $8  million  from  collabora- 
tion and  research  contracts. 

Product  revenue  from  AT-III  could  begin 
coming  by  late  1999,  rising  to  $30  million  by 
2000.  Other  products  could  follow  within 
t%vo  years.  Meantime,  revenues  from  research 
work  and  technology'  licensing  could  become 
significant.  Gene-sequencing  companies,  such 
as  Human  Genome  and  Incite,  make  a  good 
living  by  selling  sequencing  technology  rather 
than  drugs.  This  strategy*'  also  seems  possible 
for  transgenic  technology'. 

This  stock  is  speculative.  If  you  want  a 
safer,  better-diversified  play  on  the  same  com- 
pany, buy  the  parent,  Genzyme,  which  owns 
43%  of  Genzyme  Transgenics.  If  you're  pre- 
pared to  accept  the  greater  risk  to  make  a 
bigger  hit,  buy  Genzyme  Transgenics  on  dips 
below  $10.  tm 
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Now.  the  World 


Revolve 

Around  You. 


atroducing  Total  Solutions! 

In  today's  world  of  semiconductor 
manufacturing  you  need  customized 
solutions  delivered  worldwide.  And  you 


want  them  now. 


Whether  it's  300mm  wafer  processing. 
Or  0.1  S^m  device  technology.  Even 
24-hour  parts  availability,  worldwide. 


You  want  Total  Solutions. 


You  want  a  suite  of  products  and  services 
designed  for  optimum  results  on  the 
wafer,  lower  cost  of  ownership  and 
extendibility  across  device  generations. 
Backed  by  an  unparalleled  global  service 
and  support  network. 


,  if  you  need  reliable  systems  for  today's 
oduction  environment  or  unique 

applications  for  the  future,  you  get  them. 

Wherever  you  are.  Whatever  you  need. 


Total  Solutions  will  change  the  world 
of  semiconductor  manufacturing. 


w  w  vy  ,  a  p  p  I,  I  «  iJ  m  a  I  e  i\  i  .i  I  s  .  c  o  n. 


THE  INFORMATION  AGE  STARTS  HERE' 


THE  SOFTWARE  HORIZON 


Getting  rid  of  unwanted  E-mail 


BY  GUY  KAWASAKI 


Guy  Kawasaki 
is  an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


I  SUSPECT  that  most  personal  computer  users 
are  tired  of  hearing  about  E-mail  etiquette 
and  would  prefer  to  learn  about  E-mail 
"deletiquette."  Take  it  from  someone  who 
used  to  get  more  than  200  E-mails  a  day: 
There  are  ways  to  get  fewer. 

First,  cut  down  on  the  number  of  addresses 
you  maintain.  I  used  to  have  eight,  and  I 
always  thought  that  the  number  didn't  matter. 
Then  I  started  shutting  down  accounts.  Sur- 
prise! The  total  count  of  E-mails  dropped  like 
a  rock. 

You  would  have  thought  that  if  people 
wanted  to  contact  me,  they'd  go  to  a  directo- 
ry service  like  WhoWhere  (ww"w.whowhere. 
com)  to  find  another  address  for  me  when 
their  messages  started  bouncing  back  to  them. 
They  didn't  make  the  effort,  so  I  have  to  ask: 
How  important  could  the  message  have  been.'' 

Second,  give  people  a  solution.  People 
wrote  to  me  because  of  the  visibility  of  my 
position  at  Apple,  but  that  doesn't  mean  that 
they  really  needed — or  ultimately  even 
wanted — my  help.  They  simply  wanted  help 
with  our  computers,  customer  service  or  war- 
ranties and  returns. 

Then  I  hired  someone  to  answer  my  E-mail 
for  me.  I  call  him  Digital  Guy.  Digital  Guy  is 
extremely  technical  and  well-versed  in  the 
Apple  infrastructure,  so  he  can  resolve  almost 
all  the  customer  issues.  About  a  month  after 
he  kicked  in,  E-mail  from  customers  slowed  to 
a  trickle. 

In  a  rare  moment  of  humility,  I've  come  to 
believe  that  these  folks  didn't  really  value  my 
wisdom — they  just  wanted  their  questions 
answered.  Let  this  also  be  a  lesson  to  cus- 
tomer service  managers  everywhere:  Answer 
the  questions,  and  you'll  get  fewer,  not  more. 
E-mails  and  phone  calls. 

Third,  learn  how  to  interpret  the  subject 
and  sender's  address  lines  in  your  in-box.  I 
don't  mind  spurious  E-mail.  (Maybe  it's 
because  I'm  from  Hawaii,  and  Hawaiians  are 
reputed  to  have  the  nation's  highest  per  capita 
consumption  of  spam.)  I'd  rather  suffer  with 
superfluous  E-mail  than  have  the  government 
control  who  can  send  E-mail  to  whom.  What 
is  spam  to  one  person  may  be  freedom  of 
expression,  or  activism,  to  another. 

Having  made  this  passionate  defense  of 
spam,  I'll  tell  you  how  to  get  rid  of  it:  Use  the 


delete  key.  The  algorithm  that  I  use  for  delet- 
ing spam  is  this:  Read  the  subject  line.  Any- 
thing with  "$,"  "sex,"  "adults  only"  or  "make 
money  at  home"  gets  deep-sixed  immediately. 
Any  message  with  a  subject  line  written  in  all 
caps  gets  the  same  treatment  because  only  two 
kinds  of  people  write  in  all  caps:  idiots  and 
spammers. 

Next,  look  at  the  address  of  the  sender. 
Throw  away  E-mail  that  came  from  addresses 
like  "opportunity@somedomain.com," 
"sex@somedomain.com"  and  "adults® 
somedomain.com."  Also,  throw  away  E-mail 

Use  the  subject  line  as  a  filter.  Note 
that  only  two  kinds  of  people  write 
in  all  caps:  idiots  and  spammers. 


from  addresses  made  up  entirely  of  numbers. 
Trust  me.  E-mail  from  these  places  isn't  worth 
reading.  (An  exception  to  this  rule  is  mail 
from  CompuServe,  which  takes  the  form  of 
12345.6789@compuserve.com.) 

Fourth,  restrain  yourself  in  discussion 
groups  and  mailing  lists.  When  you  post  a 
windy  message  for  the  world  to  see,  you're 
bound  to  get  gales  of  responses.  And  if  you 
read  a  message  that  strikes  you  as  stupid  or 
strongly  opinionated,  resist  getting  into  the 
fi-ay.  Others  will  send  the  same  kind  of  message 
you  would  have,  so  let  them  get  aggravated  by 
the  responses  it  generates.  Also,  delete  any 
message,  without  even  reading  it,  that  you  sus- 
pect is  a  flame.  (For  example,  the  subject  line 
says,  "Your  Forbes  column  sucks.") 

Fifth,  get  good  software.  I'm  a  fan  of  Claris 
Emailer  and  Eudora.  They  wall  gather  and 
send  your  E-mail  for  you  and  enable  you  to 
quickly  read  messages,  delete  them  unread  or 
forward  them  to  a  secretary  for  a  polite 
brush-off. 

Sixth,  throw  away  your  entire  in-box  of 
messages  every  once  in  a  while.  I  stumbled 
upon  this  idea  after  accidentally  deleting  300 
unanswered  E-mails.  To  my  surprise,  not  one 
person  contacted  me  about  my  lack  of 
response — much  less  in  anger.  It's  as  if  no  one 
really  cared  or  expected  me  to  answer. 

E-mail  is  ftmny  this  way — it's  Wysiwyg 
(what  you  see  is  what  you  get).  If  you  don't 
see  an  E-mail  because  it  was  deleted,  it  never 
happened.  Mi 
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Your  spare  time  is  your  business.  Automation  is  ours. 


As  the  leader  in  storage  automation,  Exabyte  designs  libraries  for  people  like  )'ou. 
People  who  want  easy  hardwiire  integration,  exceptional  pertbmiiince,  and  a  clear  upgrade 
path.  Leaving  you  free  to  concentrate  on  otlier  things  —  like  the  road,  for  example. 

With  capacities  from  70  GB  to  32  TB  and  data  transfer  rates  up  to  86.4  GB/hour, 
Exabyte  libraries  are  an  unmistiikable  match  for  UNIX  systems  and  tlie  #1  choice  for  NT 
Our  libraries  rely  on  intelligent  robotics  for  fully  automated,  "hands-free"  backup  and  fast 
file  retrieval.  And  they're  compatible  vdtli  a  variety  of  software  applications  in  every 
client/server  platform. 

Feel  tlie  freedom  that  our  customers  have  come  to  expect.  Exabyte,  the  leader  in 
automated  data  storage  solutions. 

Call  1-800-EXABYTE  for  an  Exabyte  Library  Advantage  kit,  and  receive 
your  free  "Feel  the  Freedom"  poster  while  supplies  last. 

"1997  Exabyte  Corporation.  Exabyte  is  a  trademark  ot  Exabyte  Corporation.  Exabyte  Corporation,  1685  38th  Street,  Boulder.  Colorado  80301  USA. 
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Exabyte  offers  a  complete 
range  of  automated  storage 
solutions  with  capacities  frofrt 
70  GB  to  3.2TB. 


2Exabyte 

www.exabyte.com 
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Rothify  now 

The  new  Roth  IRA  is  a  great  deal  for  people 
who  want  to  leave  sizable  assets  to  their  heirs. 


By  Carolyn  T.  Geer 


D 


If  you  abs.  an  older  person  with  a 
large  IRA,  you  have  a  big  decision  to 
make  right  now.  Should  you  convert 
to  the  new  so-called  Roth  IKA: 
Almost  certainly,  yes.  If  you  qualify' 
for  a  conversion,  and  if  you  avail 
yourself  of  the  option,  you  will 
probably  save  a  bundle  for  yourself 
or  your  heirs. 

Roth  IRAS,  named  for  the 
Delaware  senator  who  invented 
them,  were  part  of  the  monstrous 
tax  bill  passed  this  summer  taking 
effect  in  1998.  Roth  is  one  of  the 
few  good  things  in  this  horror.  The 
concept  of  Roth  iras:  You  pay  your 
income  tax  going  in,  rather  than 
going  out. 
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People  who  are  still  working  and 
are  eligible  to  contribute  ne\\-  money 
to  an  IRA  have  to  think  about  what 
kind  of  IRA  they  should  contribute 
to.  Let's  put  aside  that  question  and 
focus  on  a  different  sort  of  taxpayer. 
We're  talking  to  you  if  you  have 
already  accumulated  a  large  sum  in 
an  IRA,  perhaps  from  the  rollover  of 
a  corporate  retirement  plan,  and  if 
you  want  to  know  whether  you 
should  convert  that  pot  of  money  to 
Roth  status. 

To  convert,  you  declare  the  entire 
balance  in  the  IR.\  as  taxable  income 
and  pay  tax  on  it.  From  that  point 
on,  the  IRA  is  totally  scot-free.  It's 
tax  free  while  it  compounds  and  tax 


free  when  distributions  come  out, 
presuming  that  you  are  older  than 
59/^  and  the  Roth  ira  is  at  least  five 
years  old. 

So  are  you  better  off  paying  now 
or  paying  later?  For  an  awful  lot  of 
people,  paying  now  is  the  smart 
thing  to  do.  In  a  moment,  we'll  give 
a  hint  about  the  compound  arith- 
metic that  makes  this  so.  But  you 
don't  have  to  tax  yourself  mentally 
to  become  convinced  that  early  pay- 
ment vv'orks  to  your  advantage.  All 
you  have  to  know  is  that  politicians 
like  to  spend  other  people's  money. 

Think  about  the  trade-offs  going 
through  the  minds  of  the  congress- 
men who  cooked  up  this  convoluted 
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scheme.  The  government  could  col- 
lect its  pound  of  flesh  later  or  just  a 
few  ounces  now.  It  would  rather 
have  its  money  now,  even  if  the 
long-term  consequence  is  an  aggra- 
vation of  the  budget  deficit.  The  tax 
collections  today  help  Congress  brag 
that  it  is  balancing  the  budget.  The 
long-term  consequences  will  be  a 
problem  for  a  later  Congress,  20  or 
30  or  40  years  hence.  Congress' 
short-term  orientation  can  be  turned 
to  your  personal  advantage. 

Do  you  qualify  to  convert  your 
existing  ira  to  Roth  status?  You  can 
convert  only  if  your  adjusted  gross 
income  is  no  more  than  $100,000  in 
the  year  the  switch  is  made.  The 
threshold  applies  whether  you  are 
single,  or  married  and  filing  jointly; 
married  people  filing  separately 
cannot  convert  at  all.  You  spread  the 
converted  income  over  four  years  if 
you  Rothify  in  1998.  Thus  if  you 
convert  $200,000  next  year,  you 
would  add  $50,000  a  year  to  your 
income  in  1998,  1999,  2000  and 
2001.  The  amount  in  the  ira  that 
you  are  converting  is  not  counted 
toward  the  $100,000  income  limit. 

That  $100,000  ceiling  is  not  as 
tough  as  it  looks,  especially  for 
people  who  are  retired.  Bear  in  mind 
that  in  calculating  this  income  you 
don't  count  municipal  bond  interest 
or  unrealized  capital  gains.  Also,  you 
can  have  $1  million  of  income  in 
1997  and  $1  million  in  1999  and 
still  qualify  if  your  income  happens 
to  dip  below  $100,000  next  year — 
perhaps  because  you  are  between 
jobs.  We  know  of  one  62-year-old 
doctor    in    North    Carolina    who 

The  $100,000  celling  isn't  as 
tough  as  it  looks,  especially 
for  people  who  are  retired. 


Roths  require  no  minimum 
distributions  each  year,  so 
your  money  can  grow  faster. 


expects  to  qualify  despite  a 
$250,000  income.  Most  of  his 
income  is  from  a  disabilitx'  policy  and 
is  tax-exempt  because  he  paid  for  the 
policy  out  of  his  own  pocket.  This 
fellow  has  $2.5  million  in  his  ira, 
and  the  potential  benefit  from  a  con- 
version is  a  large  sum. 

Rockville  Centre,  N.Y.  accountant 
Edward  Slott  has  a  client,  a  stock 
trader,  who  will  earn  $400,000  this 
year  and  wants  to  convert  part  of  his 
$4  million  iRA  to  a  Roth  in  1998. 
He  plans  to  take  enough  losses  next 
year  to  keep  his  income  under  the 
$100,000  limit. 

Who  should  shy  away  from  Roth- 
if\'ing  an  IRA.^  One  kind  of  taxpayer 
who  should  be  careful,  says  Joan 
Vines  of  accountants  Grant  Thorn- 
ton in  Washington,  D.C.,  is  some- 
one whose  tax  bracket  is  higher  now 
than  his  (or  his  heirs')  tax  bracket  is 
likely  to  be  whenever  the  IRA  money 
is  going  to  be  spent. 

Also  be  careful  if  you  aren't  sure 
about  falling  under  the  $100,000 
limit.  If  you  convert  and  then  dis- 
cover that  your  income  was  higher, 
you  have  a  real  mess  on  your 
hands.  (You  can't  convert  after 
Dec.  31  of  your  target  year.  Slott 
advises  notifying  your  ira  sponsor 


no  later  than  November.) 

If  your  main  goal  is  to  accumulate 
as  much  as  you  can  in  the  account 
and  leave  it  to  your  heirs,  conversion 
can  make  a  lot  of  sense,  says  Chris- 
tine Fahlund,  a  certified  financial 
planner  at  T.  Rowe  Price  in  Balti- 
more. That's  because,  unlike  tradi- 
tional IRAS,  Roths  require  no  mini- 
mum distributions  each  year  during 
the  life  of  the  IRA  owner  and,  upon 
his  death,  the  life  of  his  spouse. 

Now,  we  promised  we'd  give  you 
a  hint  of  how  compounding  makes  it 
desirable  to  pay  sooner  rather  than 
later.  Suppose  you  have  $1,000  of 
junk  bonds  in  a  tax-deferred  account 
and  can  make  that  money  triple  by 
the  time  you  get  around  to  spending 
it.  For  simplicity,  let's  assume  you 
are  in  a  50%  bracket  now  and  will  be 
in  that  future  year  (not  an  entirely 
unreasonable  assumption,  if  you 
include  state  and  local  income 
taxes). 

Say  you  don't  Rothif\^  The  ifl\ 
grows  to  $3,000,  at  which  point  you 
pull  it  out  and  have  $1,500  of 
spendable  cash  aftertax.  But  say  you 
do  Rothify^:  You  convert,  using  $500 
from  the  account  itself  to  pay  the 
immediate  tax  bill.  The  remaining 
$500  triples  to  $1,500. 

At  this  point,  converting  or  not 
doesn't  make  a  lick  of  difference. 
But  now  let's  throw  a  monkey 
wrench  into  the  equation:  Ton  donh 
have  to  use  funds  from  the  ira  to  pay 
the  immediate  tax  bill.  You  come  up 
with  the  $500  from  some  other  pile 
of  cash  that  would  not  have  qualified 
for  tax-deferred  compounding. 

Now  what  happens?  With  outside 
cash  used  to  pay  the  conversion 
taxes,   your    Roth    ira   triples    to 
$3,000,  all  of  it  tax  free.  The  IIL\  is 
$1,500  bigger.  You're  missing  that 
$500  from  your  outside  account, 
and  that  money  could  have  groNvn  in 
the  meantime.  But  it  almost  certain- 
ly  could    never   have    tripled   to 
$1,500,  because  you  would  have 
been  paying  taxes  on  the  income  all 
along.   Say  the   outside   account 
would    have   grown   to   $1,100. 
Then  Rothifying  nets  you  $400  in 
the  end. 

The  trade  is  a  bad  one  for  the 
Treasury,  and  a  good  one  for  you. 
Take  them  up  on  it.  ^ 


Forbes  ■  November  17,  1997 


181 


THE  FUHDS 


London  calling 

When  the  dust  settles,  you  may  find  some  real  bargains  in  European  small  caps. 


By  James  M.  Clash 

The  5 54 -point  drop  in  the  Dow  on 
Oct.  27  made  a  lot  of  already  nervous 
investors  panicky.  Just  how  do  you 
spread  your  risks  in  a  lofty,  volatile 
stock  market  without  stuffing  your 
mattress  with  cash.^ 

One  way  is  to  look  across  the 
Atlantic.  In  Europe,  small-company 
stocks  trade  on  average  at  p/e  mul- 
tiples 20%  lower  than  those  of  the 
blue  chips — an  unusual,  near- record 
discount.  In  the  U.S.,  small  compa- 
nies now  trade  at  around  parity  to 
the  blue  chips. 

Interested.^  From  London  Andrew 
Crossley  and  Claire  Griffiths  manage 
Invesco  European  Small  Companies 
Fund,  one  of  a  handfiil  of  retail  fimds 
available  to  U.S.  investors  that  focus 
on  the  Euro  small  fry.  Since  its  incep- 
tion in  February  1995,  through  Sept. 
30,  the  $70  milhon  fund  has 
returned  23%  annually,  12  percentage 
points  ahead  of  the  hbsc  James  Capel 
European  Smaller  Companies  Index, 
Europe's  equivalent  of  the  Russell 
2000  Index. 

Crossley,  34,  selects  the  British 
stocks — now  30%  of  the  portfolio — 
while  Griffiths,  31,  picks  through 
the  rest  of  Europe.  "Claire  goes  to 
glamour  places  like  Paris  and  Milan. 
I'm  stuck  in  Birmingham,"  jokes 
Crossley. 

The  pair  keep  their  country-by- 
country  weightings  pretty  close  to 
those  of  the  Capel  index,  but  they 
care  more  about  whether  a  company 
is  in  the  right  business  than  whether 
it  is  in  the  right  country.  "I  saw  a 
horrifying  statistic  recently  that  75% 
of  small  caps  disappoint  with  earn- 
ings," says  Griffiths.  "To  minimize 
that,  we  look  for  genuine  business- 
es— preferably  market  leaders — not 
pseudo-banks  getting  their  income 
from  investments  and  from  currency 
fluctuations." 

They  like  growth  stocks,  and  they 
shy  away  from  those  with  my  red 
streaks  in  their  1990-96  earnings  his- 
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Invesco's  Claire  Griftilhs  and  Andy  Crossley 
Their  European  Small  Companies  Fund 
was  off  1.8%  on  Oct.  27.  How  did  your 
U.S.  fund  do? 


tories.  The  result  is  that,  despite  the 
relatively  low  multiples  in  the  Euro- 
pean small-cap  sector,  the  Invesco 
fiind  has  a  high  average  p/e  of  30. 

Qiagen  was  selling  at  the  equiva- 
lent of  $29  a  year  ago.  Griffiths  visit- 
ed headquarters  in  Hilden,  Germany 


and  liked  what  she  saw.  Qiagen  is  the 
leader  in  supplying  DNA  test  kits  to 
research  labs.  "They  provide  the  picks 
and  shovels  for  the  biotech  gold 
rush,"  says  Griffiths.  The  stock  has 
risen  to  $42.  Griffiths  is  keeping  it, 
despite  a  triple-digit  p/e.  She 
explains,  "More  and  more  biotech 
companies — and  industry — ^will  need 
to  test  DNA  samples.", 

Boewe  Systec,  also  in  Germany,  is 
a  world  leader  in  envelope-stuffing 
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Your  investment  savvy 

is  helping  build  a  business, 
an  estate  and  a  legacy. 

Could  it  do  the  same  for  your  charities? 


mart  investment  decisions  have  been  a  fundamental  reason  for  your  success.  So  why  not  apply  that  same  strategy  to  the  w^ay 
■ou  donate  to  charity?  You  can  with  the  Charitable  Gift  Fund  from  Fidelity  Investments. This  innovative  fund  uses  Fidelity's 
)roven  investment  savvy  to  maximize  the  money  you've  set  aside  for  charity.  You  still  receive  an  immediate  tax  deduction,  but, 
inlike  direct  donations,  your  contribution  to  the  Charitable  Gift  Fund  has  the  potential  to  grow  beyond  your  original  gift. 
\nd  since  we  handle  all  the  administrative  responsibilities,  everything  can  be  done  with  just  one  phone  call  to  our  oftices. 

/-  For  more  information  alx)ut  Fidelity  Investments  Charitable  Gift  Fund,  as  ^^•cll  as 

^HARITABLE  (Jl/T  FUND      other  charitable  vehicles  that  provide  tax  benefits  and  a  lifetime  stream  of  income, 

call  800-682-4438.  It's  not  just  the  right  thing  to  do,  it's  the  right  way  to  do  it. 


Fidelity 
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Invmstments^ 


THE  FUNDS 
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machines.  Griffiths  pictures  a  world 
in  which  efficiency  experts  swarm 
over  sleepy  European  corporations 
and  talk  them  into  buying  things  like 
this.  (The  faster  a  bill  goes  out,  the 
quicker  it  gets  paid.)  In  August  Grif- 
fiths bought  the  company  at  $33,  or 
22  times  trailing  earnings,  on  the 
expectation  of  25%  earnings  growth 
this  year,  15%  in  1998. 

Crossley's  longtime  favorite  is  Not- 
tingham-based Games  Workshop,  the 
dominant  producer  of  war  board 
games.  Crossley  bought  it  at  $3.30 
when  the  fund  opened.  It  has 
climbed  to  $10.84  and  is  now  Cross- 
ley's  largest  holding.  "Originally, 
people  saw  it  as  a  fad,"  he  says.  "But 
the  business  is  actually  very  stable.  All 
kids  play  table  games.  I  expect,  as 
China  and  Russia  westernize.  Games 
Workshop  will  be  there." 

Then  there's  Norbain,  Britain's 
largest  distributor  of  closed-circuit 
television  equipment,  which  Crossley 
began  buying  this  summer.  His  aver- 
age price:  $4.10 — only  seven  times 
projected  1997  earnings.  "They  have 
decided  to  get  out  of  the  manufac- 
turing end  of  the  business,"  says 
Crossley.  "That  means  they  can  con- 
centrate solely  on  distribution,  where 
they  have  a  virtual  monopoly."  The 
market  seems  to  agree.  Norbain  is  up 
30%  Iromi  Crossley's  average  price. 

One  drawback  to  European  Small 
Companies  Fund:  Its  annual  expense 
ratio  of  1.6%  is  on  the  high  side 
(average  for  foreign  stock  funds, 
1.5%).  But  there  isn't  much  you  can 
do  about  this.  We  don't  know  of  any 
actively  managed  small-company  for- 
eign funds  with  bargain  expense 
ratios. 

With  European  stocks  lagging  the 
U.S.  market,  European  Small  Com- 
panies Fund — even  before  October's 
selloff^had  seen  nearly  half  its  assets 
walk  out  the  door  this  year.  Redemp- 
tions: $60  million.  It's  the  old  story: 
Investors  tend  to  go  where  they  think 
the  action  is  rather  than  trying  to 
figure  out  where  the  action  will  be. 
Maybe  the  Dow's  recent  drop  will 
sober  them  up. 

By  itself,  a  small-company  fund  like 
Invesco's  is  not  a  low-risk  play.  But  it 
would  be  a  usefiil  diversification  in  a 
portfolio  heavily  weighted  with  big- 
company  stocks  from  the  U.S.       WM 
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You're  covered 

What  fund  (jidn't  get  creamed  on  Black  Monday? 
One  that  hedges  its  bets  by  selling  call  options 
against  its  portfolio.  ' 

By  Thomas  Easton 


Portfolio  manager  Richard  Cancelmo 

Sitting  out  the  bull  market— and  some  of  the  bear,  too. 


For  what's  left  of  this  bull  market 
the  old  conservative  standbys  just 
don't  work.  Buy  well-capitahzed, 
established  companies  with  good 
products — that  is  to  say,  companies 
without  operational  risk — and  you 
pay  astronomical  prices.  Find  a  com- 
pany with  a  fat  dividend,  and  you've 
probably  got  a  dinosaur. 

Does  the  stock  market  provide  any 
niche  for  the  cautious.^ 

The  tiny,  $3.6  million  West  Uni- 


versit>'  Fund,  located  in  Houston,  has 
an  answer:  covered  calls.  You  buy  a 
stock,  then  sell  a  call  option  against 
your  position.  The  premium  income 
from  the  option  cushions  you,  to  a 
modest  degree,  against  loss.  It  fills 
the  role  that  fat  dividends  did  back  in 
the  days  when  fat  dividends  weren't 
such  a  rarity. 

This  cautious  strateg>'  has  its  price, 
of  course.  In  a  strong  bull  market 
those  calls  you  sold  will  end  up  in  the 
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Professionalism  and  strength. 
What  champions  are  made  of. 


HSBC  Asset  Management  is  the  investment  advisory  and 
fund  management  arm  of  the  HSBC  Group,  ranl<ed  the 
world's  ninth-largest  corporation  by  total  assets*  and  one 
of  the  world's  largest  banking  and  financial  services 
organisations.  HSBC  Asset  Management  manages 
US$49  billion  worldwide,  with  investment  teams  in  all  major 
markets,  combining  global  presence  with  local  knowledge. 


This  global-local  approach  means  funds  are  expertly  managed 
close  to  the  market  in  which  they  are  invested.  Client  service  is 
paramount,  with  local  committed  client  service  professionals 
maintaining  an  ear  to  the  ground  and  an  eye  on  the  market 
place,  to  ensure  client  needs  are  fulfilled.  Dedicated 
professionalism  backed  by  financial  muscle,  and  global  reach 
supported  by  local  delivery,  are  what  makes  us  a  winning  team. 


<1> 

HSBC  Asset  Management 


Member  HSBC  Group 


World     Class     Performers 


/ANCOUVER  i*l)  «04  2$T  1000.  NEW  YORK  ('»0  2ll  SO)  «aiS.  LONDON  (*44)I7I  VSS  SOSO.  HONG  KONG  (-fSSI)  1801  0(  1 1.  SINGAPORE  (*«$)  S30  282a.TOKYO  ('fll)  }  343)  4100.  MELBOURNE  (t-tOStllS  300*. 

"HSHC  ASSll    MANAGI.  MLNI"  IS  A  WORLD  Win  1    GROUC  Ol    COMI'ANIfS   l-NGACI  D   IN   INVI  STMINI   ADVISORV  AND   FUND   MANAGtMtNl    AC  I  IVII  ICS  AND  WHICH  ARt   ULl  IMAI  l.l.~i    OWNED  BT 
HSBC  HOLDINGS  PLC.  ISSUED   IN   LHf    UK  BY   HSBC  ASSE  1    MANAGEMENT  EUROPE   LIMITED.  REGULATED   BY   IMRO    "SOURCE:  FORTUNE  GLOBAL  SOO  AUGUST    1997. 
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money.  Owners  of  the  calls  exercise 
them,  calling  away  your  stocks  and 
eliminating  most  of  the  capital  gain 
on  the  stock. 

Example:  West  University  fund 
manager  Richard  Cancelmo  bought 
Clayton  Homes  at  $15.94  in  July, 
then  sold  a  call  option  with  a  strike 
price  of  $15.  His  premium  income 
was  $2.38.  Let's  say  Clayton  remains 
above  $15  at  the  time  the  call  expires 
on  Feb.  20  next  year.  The  call  is  exer- 

Modest  calls 


portfolio,  Transocean  Offshore,  is  cur- 
rentiy  at  $51.13.  Cancelmo  is  obligat- 
ed to  sell  at  $27.50.  Bad  deal.>  No. 
The  West  Uni\'ersity  Fund  bought  the 
shares  in  May  for  $29.56  and  received 
a  premium  of  $4.63.  The  calls  can  be 
exercised  until  mid-November.  At 
worst,  that  means  a  six-month  return 
of  10%.  The  fund  won't  lose  an^diing 
on  the  investment  unless  Transocean 
ends  below  $24.93. 

Come  a  down  market — and  Oct. 


is  that  you  are  buying  only  so  much 
insurance.  In  a  serious  crash  a  cov- 
ered-call portfolio  will  do  almost  as 
badly  as  a  straight  stock  portfolio. 

The  other,  more  insidious,  prob- 
lem is  costs.  Depending  on  how  high 
you  set  the  bar  for  your  option 
buyers — and,  of  course,  which  way 
the  market  heads — you  can  expect  a 
significant  turnover,  up  to  200%. 
That's  a  lot  of  commissions. 

The  home  page  of  the  Chicago 


Stock 


Price' 


Call  option 

strike expiration     premium' 


Clayton  Homes 
Electronic  Data  Systems 
Food  Lion  Inc  (class  B) 
NextLevel  Systems 
Pep  Boys 


$16.38 

31.75 

7.88 

13.25 

24.56 


$15.00 

32.50 

7.50 

15.00 

25.00 


Feb  1998 
Dec  1997 
Apr  1998 
Mar  1998 
Apr  1998 


$2.25 
1.88 
1.31 
1.88 

2.00 


Cushion'      Maximum 
gain' 


13.1% 
5.6 
15.4 
13.4 

7.7 


5.3% 

8.8 
13.0 
30.4 

10.7 


'As  of  Oct.  27.  ^Percent  that  stock  would  have  to  fall  before  covered  call  position  loses  money.  Assumes  commission  for  all  transactions.  ^Excess  of  strike  price 
plus  expected  dividend  over  stock  price  net  of  option  premium  realized. 


Even  after  the 
Oct.  27  plunge, 
each  of  these 
West  University 
positions,  if  held 
to  the  calls' 
expirations, 
has  at  least  a 
5.6%  cushion. 


cised,  and  his  profit  is  limited  to 
$1.48  ($2.38,  plus  a  4-cent  dividend, 
less  the  loss  on  the  stock).  However, 
if  Clayton  ends  below  $15,  he's  stuck 
with  the  stock.  But  Cancelmo  would 
still  do  $2.42  better  than  someone 
who  just  bought  die  stock  and  didn't 
sell  a  call. 

This  is  not  a  strategy  for  getting 
rich.  It  is  a  strategy  for  going  halfvvay 
into  the  stock  market.  You  have  a 
below-normal  rate  of  return  and 
below-normal  risk. 

Since  the  fund  began  in  February 
1996,  it  has  registered  a  cumulative 
gain  of  21%.  The  s&P  500  was  up 
54%  in  the  same  period.  But  the  fiind 
beat  the  Lehman  Brothers  Interme- 
diate Government/Corporate  Bond 
Index,  up  just  10%. 

Cancelmo,  39,  uses  the  s&P  and 
the  bond  index  as  bookends.  The 
goal  is  to  do  better  than  bonds,  with 
less  risk  than  a  straight  dose  of  equi- 
ties. First,  find  stocks  you  wouldn't 
mind  getting  stuck  with.  Second, 
identify  call  options  that  seem  to  be 
overpriced.  To  get  a  reading  on 
whether  an  option  is  overpriced,  plug 
your  assumptions  about  future 
volatilit)^  in  the  stock  into  one  of  the 
ubiquitous  computer  programs  that 
calculate  option  values. 

One  of  the  stocks  in  the  fund's 


27  may  be  a  harbinger — that  kind  of 
protection  will  be  something  you 
wish  you  had.  "We're  as  conservative 
as  any  stock  fund  I've  ever  seen,"  says 
Cancelmo.  On  Black  Monday  his 
fund  lost  1.8%,  to  the  market's  7.2%. 

Cancelmo  tends  to  choose  option 
strike  prices  at  or  below  the  price  of 
the  stock  when  he  buys  it.  If  you 
reach  for  higher  strike  prices,  you 
keep  more  of  the  capital  gain  when 
the  stock  does  well,  but  you  lower 
your  premium  income. 

A  lot  of  stock  funds  have  a  sprin- 
kling of  option  positions  here  and 
there.  But  only  two  other  funds  that 
we  know  of  pursue  an  across-the- 
board  covered-call  strateg)':  Gateway 
Index  Plus  Fund  and  Analytic 
Optioned  Equity  Fund.  Gateway 
plays  the  game  with  s&P  100  options. 
It's  essentially  a  watered-down  index 
fiind,  beating  the  s&P  in  bear  markets 
and  lagging  in  bull  markets.  Analytic 
does  what  West  Universit)^  does. 

The  Forbes  fund-rating  system 
awards  both  Gateway  and  Anal^ldc  an 
A-i-  for  down-market  performance 
and  an  F  for  up  markets.  West  Uni- 
versity is  too  new  to  be  rated. 

What's  the  downside?  Apart  from 
the  obvious  plight  of  being  left 
behind  when  stocks  are  soaring,  there 
are  two  things  to  worry  about.  One 


Board  Options  Exchange  (www. 
cboe.com)  offers  an  interactive 
option  evaluator.  To  make  it  work, 
type  in  your  assumptions  about 
future  volatility  and  other  key  param- 
eters. The  American  Stock  Exchange 
expects  to  have  a  similar  function  at 
its  site  soon  (w^'w.amex.com). 

But  take  Cancelmo's  advice:  Pay 
more  attention  to  the  underlying 
stock  than  to  the  option  price.  Own 
a  stock  whose  long-term  prospects 
look  good  to  you. 

Also,  bone  up  on  the  tax  treat- 
ment of  option  writing — it's  pretty 
trick^^  The  Amex  has  a  free  pamphlet 
that  covers  the  basics  (800-843- 
2639);  Options  as  a  Strategic  Invest- 
ment by  Lawrence  G.  McMillan 
($50,  New  York  Institute  of  Finance) 
is  good. 

What  about  having  a  fund  do  the 
work  for  you.^  The  Gateway  fund 
(down  3%  on  Oct.  27)  has  a  reason- 
able expense  ratio,  in  the  neighbor- 
hood of  1%.  Analytic  (down  3.8%) 
has  a  barely  tolerable  1.3%.  Cancel- 
mo's fund,  alas,  is  way  too  small  to 
be  efficient.  Notwithstanding  that  he 
mails  prospectuses  and  does  the 
portfolio  accounting  himself,  his 
expense  ratio  is  an  unacceptable 
1.8%.  Wait  for  the  fund  to  hit  $25 
million  in  assets.  Hi 
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When    do    successful    people    take    a    call    from    an    insurance 


agent?  When  it's  a  Northwestern  Mutual  Life  insurance  agent. 


That's    because    they    know    Northwestern    Mutual    Life    has 


g  F  I  Why  You  Should  Be"Jn  The  Office'For  One  Particular  Phone  Call 


III 


always  received  the  highest  ratings  for  financial  strength  and 


CC  II 


*  '  * . 


security  from  Standard  &  Poor's,  Moody's,  A.M.  Best  and  Duff 


&   Phelps.   They  know  Northwestern  Mutual  Life  was  named 


"Most  Admired"  life  insurance  company  and  first  in  financial 


soundness,    both    according   to   FORTUNE     magazine's   survey. 


All  things  considered,  you  might  want  to  show  this  ad  to  the 


person    who    screens    your    calls.    Northwestern    Mutual    Life, 


Have  you  heard  from  The  >_  'LllOU   Company 


)rthweatern 


Nprthvyest 
Mutual  Life 


c  iw  Tji«  Nimhancm  Muiiui  Liic  inwniKc  G«i[«ri.  Miiawin.  *i»L«wn  www.NorthwestemMufjal.com/business 
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Cable  Design 
Technologies 


Cable  Design  Technologies  Corporation 
(NYSE-.CDT)  is  a  leading  designer  and  manufa- 
cturer of  technolgically  advanced  electronic  data 
transmission  cables  and  connectivity'  products  for 
network,  communications,  transportation  and 
automation,  sound  and  safety  applications.  It  s 
NORDX/CDT  subsidiary-  is  a  pioneer  in  the  voice 
and  data  wiring  solutions,  for  building  high  perfor- 
mance telecommunications  infrastructures. 
NORDX,  in  partnership  with  Johnson  Controls,  has  developed  a  fully  integrated  high 
performance  end-to-end  connectivity  solution.  Fiscal  1997  sales  rose  45%  to  a  record 
$517  million,  while  net  income  jumped  36%  to  $36  milhon  ($1.75  per  share). 


Mtuocon,  Inc. 

Maxxon,  Inc.  (OTC:  \LXOi\)  develops  and  markets 
selected  healthcare  products  that  pro\ide  unique 
advantages  or  improvements  to  products  currently  in 
use.  Maxxon  is  developing  a  patented,  disposable 
safety  syringe  that  automatically  retracts  the  needle 
into  the  plunger  after  use.  The  .Maxxon  Safety 
S)Tinge  ^^'  can  greatly  reduce  the  risk  of  accidental 
needlestick  injuries  to  healthcare  workers  and  can 
significantly  decrease  disposal  costs  for  the  healthcare 
industA^  For  more  informarion  call  (888)  492-1257. 


American  Precision 
Industries 

American  Precision  Industries  (NTSE:APR)  had  its 
third  straight  year  of  record  setting  re\'enues  in  1996. 
Revenues  grew  by  42%  to  S 11 7. 1  million,  or  $.9 1  per 
share.  A  diversified  manufacturer  of  high-end  Heat 
Transfer  and  Motion  Control  products  and 
Electronic  Components,  American  Precision  strives 
for  growth  through  new  product  development 
and  expanded  product  applicarions,  conrinually 
improving  efficiencies,  and  strategic  acquisirions.  Its 

objective  is  to  consolidate  a  sizable  share  of  the  worldwide  industrial  heat  transfer  and 

motion  control  market. 


1 


MedCare  Technologies 
Inc.  (SymhohMCAR) 

MedCare  Technologies  has  a  non-surgical  and  n 
drug  system  for  the  care  and  treatment  of  pati 
suffering  from  urinary  incontinence  (UI).  AR( 
25  million  .Americans,  UI  is  the  main  reason  bel 
nursing  home  admissions  and  accounts  for  50% 
sanitary  napkins  purchased  by  women.  Cun-eii 
a\ailable  treatments  (such  as  diapers,  surgery,  dr 
and  catheters)  are  either  inadequate,  ha\e 
effects  and  risks  or  do  nothing  at  all.  MedC 
Technologies,  however,  otters  a  risk-free  program  that  is  covered  by  most  health  ins 
ance.  does  not  require  FDA  approval,  is  appropriate  for  90%  of  all  those  who  sul 
from  UI  and  has  a  proven  success  rate  in  excess  of  87%.  For  a  complete  investm 
profile,  call  800-61 1-3388  or  visit  our  website:  www.medcareonline.com. 


Newport  Corporation 
(JSasdaq:  NEWP) 

Newport  Corporation  is  a  leading  worldwide  mi 
facturer  of  high  precision  components,  instnime 
and  integrated  systems  for  the  fiber  opdc  commi 
cations,  semiconductor  equipment,  compu 
peripherals  and  scientific  research  markets.  1 
Company's  products  enhance  productivity  and  ca 
bilities  of  test  and  measurement,  and  automa 
assembly  for  high  precision  manufacturing,  er 
neering  and  research  applications.  Newport  poste 
47%  increase  m  operaring  income  on  record  sales  of  SI 20  million  in  1996.  For 
nine  months  ended  September  30,  1997.  Newport:  reported  earnings  per  share  of 
cents,  up  46  percent  over  1996  while  revenues  increased  9  percent  to  S95.6  milbi 
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Oppenheimer  CapiUd^  L. 
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Oppenheimer  Capital,  LP.  is  a  vehicle  for  inv( 
to  participate  in  the  earnings  and  growth 
Oppenheimer  Capital,  a  leading  investment  m. 
agement  firm  widi  approximately  S61  billion  um 
management  at  September  30,  1997.  The  partn 
ship  offers  a  high  current  return  as  well  as  the  poti 
rial  for  growth  of  capital.  The  current  yield  was  6. 
at  the  October  16,  1997  closing  market  price,  ba; 
on  the  cunent  cash  distriburion  rate  of  $3.80  ] 

unit  annually  In  addition  to  the  basic  rate,  the  p( 

nership  pays  special  distriburions  as  warranted,  including  $.30  per  unit  for  the  fis 
year  ended  April  30.  1997. 
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Overseas  Shipholding  Group,  Inc.  (OSG),  one  of  the 
largest  bulk  shipping  companies  in  the  world,  oper- 
ates a  modern,  diversified  fleet  of  over  60  vessels 
that  transport  crude  oil,  petroleum  products,  grain, 
coal  and  iron  ore.  Following  the  completion  of  its 
latest  $660  million  newbuilding  program;  OSG  has 
one  of  the  most  modem  tanker  fleets  in  the  world. 
Six  of  OSG's  U.S.  flag  crude  carriers  are  on  long- 
term  charter  to  British  Petroleum  in  the  Alaskan  oil 
OSG's  20-vessel  tanker  pool  with  Petroleos  de  Venezuela  is  poised  to  carr)' 

easing  shipments  of  Venezuelan  and  other  Latin  American  crude  oil  to  the  U.S. 

Caribbean  markets.  (NYSE,  PSE:  OSG) 


_       Parher  Hannifin 


Parker  Hannifin  is  a  leading  worldwide  manufac- 
turer of  motion-contol  components  and  systems  for 
hundreds  of  industrial  and  aerospace  markets.  As 
detailed  in  its  1997  Annual  Report,  for  the  year 
ended  June  30,  Parker's  sales  were  $4.09  billion, 
with  net  income  of  $274.0  million,  and  a  backlog  of 
$1.5  billion. 

(PH-NYSE) 


RPM,  Inc. 

RPM,  inc.  achieved  its  50th  consecutive  year  of 
record  sales  and  record  earnings  for  the  year  ended 
May  31,  1997.  RPM  is  the  pre-eminent  worldwide 
manufacturer  and  marketer  of  maintenance  and  pro- 
tection products  for  waterproofing,  corrosion  control, 
industrial  floor  maintenance  and  external  wall  insu- 
lation finishing  systems.  RPM  consumer  products 
are  sold  to  markets  in  home  improvement,  hobby 
and  leisure,  and  auto  and  marine  aftermarkets. 


SearSy  Roebuck  and  Co, 

Sears  1996  revenues  increased  9.3  percent  to  $38.24 
billion,  including  the  company's  first  e\er  back-to- 
back  billion-dollar  sales  weeks.  Earnings  rose  24  per- 
cent to  $1.27  billion,  and  the  company  delivered  a 
total  return  to  shareholders  of  20  percent  on  top  of  a 
70  percent  return  in  1995.  Through  its  network  of 
826  full-line  stores  and  more  than  2,^00  off-the-mall 
stores,  Sears  provides  apparel,  home  and  automotive 
products  and  related  services  to  families  throughout 
America,  serving  more  than  50  million  households. 


The  companies  in 
this  section  will  send  you  their 
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MAXXON,  Inc. 

MedCare  Technologies,  Inc. 

Newport  Corporation 

Oppenheimer  Capital,  L.P. 

Overseas  Shipholding  Group,  Inc. 

Parker  Hannifin  Corporation 

RPM,  Inc. 

Sears,  Roebuck  and  Co. 


Please  allow  a  few  weeks  for  processing. 


For  more  information  on  advertising  in 

the  next  Annual  Report  PortfoliOy  contact 

Donna  Tarr  at  212-620-2339 
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Better  buy 
some  bonds 


With  the  stock  market  going  haywire, 

folks  are  more  willing  to  listen  to  Bill  Gross'  gospel: 

Bonds  are  a  better  buy  than  stocks. 


By  Scott  WooUey 


The  dealer  was  sitting  on  $500  mil- 
lion of  a  corporate  bond  issue  and  was 
having  a  devil  of  a  time  unloading  the 
short-term  bonds  at  a  decent  price. 
While  he  was  drowning  his  sorrows  in 
a  Swiss  bar  last  month,  the  bartender 
told  him  he  had  a  phone  call. 

It  was  from  Newport  Beach,  Calif 
William  Gross,  manager  of  the  Pimco 
Total  Return  Fund,  offered  to  take  the 
bonds  off  the  dealer's  hands  at  a  low- 
ball  price — $500,000  less  than  the  pre- 
vious bid,  a  steep  discount  for  such  a 
short-term  bond.  Pimco  was  willing  to 
buy  the  whole  position.  For  the  dealer, 
the  even  more  unpleasant  alternative 

190 


would  have  been  to  dribble  the  bonds 
out  $10  million  or  $100  million  at  a 
time,  possibly  forcing  the  price  down 
with  each  trade. 

"We  couldn't  tell  for  sure  how  long 
he  had  been  drinking,"  says  Gross, 
"but  he  sold." 

Vintage  Pimco.  The  firm,  until 
1994  a  subsidiary  of  Pacific  Mutual 
Life  Insurance  Co.,  manages  $109  bil- 
lion in  bond  portfolios,  including  20 
mutual  fiinds.  When  it  comes  to  pro- 
ducing results  for  investors,  Pimco  reg- 
ularly outperforms  other  fixed-income 
giants  such  as  Fidelity,  Vanguard  and 
Dreyfiis. 


When  the  stock  market  can  shed 
more  than  500  points  in  a  single  day, 
investors  no  longer  sneer  at  bonds, 
which,  whatever  their  drawbacks,  do 
deliver  a  fairly  dependable  return.  The 
Pimco  Total  Return  Fund,  up  8%  so 
far  this  year  (and  up  0.2%  on  Black 
Monday,  Oct.  27,  1997),  is  looking 
more  appealing  by  the  day. 

Canny  buys  like  the  one  from  the 
trader  in  Switzerland  are  a  big  reason 
Pimco  is  attracting  assets  to  that  flag- 
ship fiind,  wliich  had  $15  billion  at  last 
count.  Over  the  last  ten  years  the  fiind 
has  beaten  the  general  bond  market  by 
a  percentage  point  annually,  even 
though  its  average  duration  during 
that  period  often  years  is  not  very  dif- 
ferent fi"om  the  bond  market  average. 

Does  size  ciimp  a  manager's  style?  It 
sure  does  in  stock  trading.  Fidelity 
Magellan  finds  it  much  harder  to  beat 
the  market  with  $60  billion  in  assets 
than  with  $600  million.  If  a  clever 
stock  buy  at  Magellan  is  to  have  a  dis- 
cernible impact  on  the  fiind's  return, 
the  position  has  to  be  $  1  billion,  and 
you  simply  can't  get  into  or  out  of  that 
much  stock  in  any  but  the  very  biggest 
companies  without  pushing  the  price 
away  fi"om  you. 

Bonds  are  something  else  again.  You 
can  take  down  $1 


Pimco  managing 
directors  David 
Edington,  William 
Gross,  Brent  Hams 
and  William 
Thompson 
Yes,  there  are 
times  when  bonds 
beat  stocks. 


billion  in  a  Trea- 
sury issue  without 
messing  the  price 
up.  For  that 
matter,  you  can 
buy  up  a  private 
bond  issue  in  its 
entirety  if  you  want 
to,  something  that 
a  mutual  fiind 
would  never  be 
permitted  to  do  with  a  stock.  Pimco 
owns  all  $75  million  of  a  First  Boston 
bond  issue  backed  by  real  estate,  for 
example. 

Pimco  loves  distressed  sellers.  "If 
you  have  to  move  something  big,  I 
want  a  call,"  says  Da\dd  Edington,  who 
manages  a  Pimco  fiind  that  mostly 
tracks  the  S&P  500  but  gooses  returns 
by  also  making  a  side  bet  on  bonds 
(Forbes,  Nov.  3). 

While  managers  like  Edington  are 
handling  most  of  Pimco's  new 
accounts  in  recent  years.  Bill  Gross 
remains  Pimco's  public  face.  Gross,  53, 
joined  Pacific  Life  26  years  ago,  fi"esh 
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ZALES 

THE  DIAMOND  & 
Wittnai^r  W^tcA  STORE'" 

CALL  1-800-311-IEWEL  TO  ORDER. 


MONTEGO™ 

Water-resistant  to  100  feet. 
Sapphire  crystal.  Double-spring 
deployment  buckle.  Bark-etched  dial 
and  bracelet.  Finished  in  23k  gold. 


DIAMOND  MONTEGO 

With  36  sparkling  diamonds. 

...  ladies'  styles  also  available. 


Fine  Jewelry.. ..of  Course!' 

WITTNAUER 

s     w      i      S      S      W      1         8        8        0 


FOR  OTHER  AUTHORIZED  WITTNAUER  JEWELERS  NEAREST  YOU, 
CALL  TOLL  FREE  1-888-FOR-WITT,  EXT.  115 

WITTNAUER  INTERNATIONAL  INC,  145  HUGUENOT  STREET,  NEW  ROCHELLE,  NY  10802 
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High  scorers 


Pimco  fund 


5-year 
annual 
return 


Return  on 
comparable 
bond  index 


Yield 


Assets 
($mil) 


Duration 
(years) 


Annual 
expenses 
per  $100t 


Total  Return 

8.0% 

6.9% 

5.7% 

$15,029 
2,957 
1,497 

4.7 
2.2 
4.3 
4.9 

$0.43 

Low  Duration 

6.7 

5.4 

5.9 
7.9 

0.43 

High  Yield 

14.6* 
16.3* 

12.5 
13.5 

0.50 

Foreign  Bond 

8.3 

331 

0.50 

Short-Term 

■   5.9 

4.2 

6.1 

189 

44 

0.8 

0.45 

Long-Term  US  Govt 

9.8 

8.6 

6.2 

7.8 

0.50 

Data  as  of  Sept.  30. 'Three 

year  return.  tFor  institutional  class  of  shares  only;  other  share  classes  pay  higher  fees. 

Source:  Pimco. 

These  Pimco  funds  have  beaten  their  benchmarks.  The  newer,  riskier 
junk  bond  and  foreign  funds  have  posted  the  biggest  differentials. 


man  Brent  Harris:  "Even  when  weVc 
wrong  about  rates,  it's  usually  not 
enough  to  undo  our  other  benefits." 

Those  benefits  come  in  the  form  of 
astute  bond  buys,  such  as  the  one 
from  the  partially  sober  Swiss  dealer. 
Pimco  pours  over  $10  million  a  year 
into  research  aimed  at  finding  mis- 
priced  bonds — some  Freddie  Mac 
trading  at  too  rich  a  spread  to  Trea- 
surys,  say,  or  a  junk  bond  whose 
issuer  has  a  shakier  business  than  the 
market  realizes. 

To  date,  the  main  beneficiaries  of 
Pimco's  success  have  been  the  big 
institutional  clients  that  account  for 
95%  of  Pimco's  assets.  But  smaller  fi-v 
out  of  UCLA's  business  school.  That     would  do  fairly  well  collecting  plump      can  get  in.  Customers  of  certain  finan- 
same  year,  he  and  two  other  principals     coupons  without  suffering  a  loss  of     cial  planners  can  get  into  the  Pimco 
opened  the  Pimco  subsidiary.  Gross     principal.  bond  fiinds  easily  enough  by  paying  an 

and  12  other  managing  directors  cur-  Gross  himself  seems  a  bit  more  bull-      annual  fee  to  the  planner.  Those  going 

rently  own  38%  of  Pimco's  stock.  ish  over  the  long  term  than  the  Pimco     through  stockbrokers  usually  cough  up 

Gross  cultivates  an  eccentric  image,  consensus.  His  Pimco  Total  Return  a  3%  sales  load, 
penning  folksy  newsletters  to  clients  Fund's  duration  is  4.7  years,  which  If  you  don't  want  to  pay  an  annual 
that  veer  from  discussions  of  interest  means  that  it  is  as  rate-sensitive  as  a  fee  or  a  sales  commission,  go  to  dis- 
rates to  the  view  from  his  shower.  4.7-year  zero  coupon  bond.  But  he  count  brokers  Jack  White  &  Co., 
From  his  bathroom  in  his  Laguna  expects  to  hike  the  duration  over  the  where  a  minimum  of  up  to  $25,000 
Beach  house  overloolcing  the  Pacific,      next  few  years.  gets  you   no-load   access   to   most 

Gross  brags  that  he  has  "the  world's  Why  is  Gross  bullish?  He  sees  a  Pimco  funds  (see  table),  all  with  low 
greatest  view."  Gross  is  the  de  facto  surge  in  productivity  growth  and  a  expense  ratios.  If  you  have  $5  million 
helmsman  of  Pimco  but  disdains  day-      coming  "global  glut"  of  exports  that     or  more,  you  can  invest  with  Pimco 

races  ahead  of  U.S.  demand.  He  pre-      direcdy. 

diets  a  l-in-5  chance  of  deflation —  An  alternative  way  to  make  a  bet  on 
declining  prices,  that  is — ^which  would  Bill  Gross'  bond  trading  acumen  is  to 
manager  of  Total  Return,  he  spends  push  the  long  Treasury  yield  through  buy  stock  in  Pimco  Advisors  L.P., 
his  days  in  the  center  of  Pimco's  trad-  that  5.5%  floor  and  create  a  windfall  which  trades  on  the  New  York  Stock 
ing  room  watching  six  computer  capital  gain  for  holders  of  long  bonds.  Exchange.  The  recent  tax  bill  extend- 
screens.  He  spends  his  free  time  pon-  But  regardless  of  whether  rates      ed  the  favorable  tax  status  that  shields 

dering  the  direction  of  interest  rates,      drop  a  lot  or  a  little,  Gross  says  now     such  master  limited  partnerships  fi"om 
Pimco  is  not  a  big-swdng  market  timer,     is  a  great  time  to  invest  in  bonds.  For     corporate  taxes, 
but  it  does  shorten  or  lengthen  matu-      several  years  the  financial  pundits         To  date,  Pimco  has  had  limited 
rities  according  to  its  hunches  about      have  been  saying  that  stocks  alv/ays      success  with  equity  portfolios,  with 
the  direction  of  interest  rates.  beat  bonds  over  long  holding  peri-      only  $22  biUion  under  management 

The  company's  64  partners  and  ods.  Maybe,  after  Black  Monday  so  far.  The  company  intends  to 
investment  managers  meet  every  quar-  1997,  they  aren't  so  sure  any  more,  expand  that  effort  with  a  pending 
ter  in  an  amphitheater  to  debate  the  Says  Gross:  "I  see  no  basis  on  which  $262  million  acquisition  of  a  con- 
fiiture  of  the  economy,  inflation  and  to  claim  that  stocks  will  be  infinitely  trolling  stake  in  the  $60  billion 
interest  rates.  Gross  leads  the  session,  superior  investments  over  the  next  Oppenheimer  Capital  investment 
but  everyone  puts  in  two  cents.  The      several  years."  management  company, 

company  prides  itself  on  having  no  Pimco's  success,  however,  does  not  It's  perhaps  a  wise  diversification  in 
fiall-time  economists  on  staff,  the  way     hang  on  whether  Gross  and  his  associ-      a  day  when  the  investing  masses  have 

been  conditioned  to 
believe  that  you  always 
do  better  in  stocks.  But 
Bill  Gross'  heart  is  not  in 
it.  "I  suppose  stocks  have 
their  place,"  he  says. 
"Still,  there's  no  ques- 
tion bonds  are  die  better 


to-day  management  duties.  "I'm  not  a 
natural  leader,"  he  says. 

But  he  is  a  natural-born  trader.  As 


big  Wall  Street  houses  do.  ates  can  call  interest 

Right  now  the  Pimco  consensus  is      rate    turns.    Only    a 
optimistic  for  bonds.  Under  this  see-      fourth    of  the    one- 
nario,  the  long  Treasury  bond  yield      point  margin  by  which 
would  drift:  toward  the  low  end  of  the      Pimco  Total  Return 
5.5%-to-7%  range  that  has  character- 
ized the  market  for  most  of  the  past 
four  years.  Even  witliout  much  decline 
in  rates,  owners  of  the  long  bond 


has  beaten  the  market 
has  come  fi"om  interest 
rate  exposure,  says 
Pimco  Funds  Chair- 


Why  is  Gross 
bullish^  He  sees  a 
surge  in  productivi- 
ty and  a  ^'global 
glut"  of  exports. 


mvestment. 
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It  made  us  a  world 


It  helps  you  find  better  financial  solutions. 


As  a  world  leader  in  insurance  and  investment 
management  ($450  billion),  we  have  some 
assets  that  might  interest  you.  Like 
100,000  professionals  in  more  than  50 
countries.  Like  a  unique  combination  of  local 
knowledge  and  global  perspective.  In  the  US, 
where  we  manage  $230  billion  in  assets,  you 
know  us  as  Equitable.  We  lead  the  industry 
in  the  number  of  agents  who  qualify  as  both 
Chartered  Life  Underwriters  (CLU)  and 
Chartered  Financial  Consultants  (ChFC),  key 
measures  of  professionalism.  That's  why, 
more  than  ever,  we^can  say: 


CjO  ahead 


INSURAN 


WTHIOl 


This  announcement  appears  as  a  matter  of  record  only. 

September  23, 1997 


Lehman  Brothers  is  pleased  to  aiinounce  the  final  closing  of 

Lehman  Brothers 
Merchant  Banking  Partners  II  L.P. 

and  affiliated  investment  entities 


A  private  equity  fund  organized  to 

achieve  long-term  capital  appreciation 

through  a  diversified  group  of 

privately  negotiated  investments. 


In  the  amount  of 


$2,000,000,000 


Merchant  Banking  Offices 


3  World  Financial  Center  One  Broadgate  1  Pacific  Place,  88  Queensway 

New  York,  NY  10285  London  EC2M  7HA  Hong  Kong 

(212)  526-1822  (44-171)  260-2151  (8522)  869-3730 


Lehman  Brothers 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Robinson-Humphrey  Co.'s  Robert 
Robbins  concedes  that  episodes  like 
the  October  panic  in  Hong  Kong 
could  further  derail  U.S.  stocks,  but 
he's  nonetheless  predicting  that 
within  six  months  equity  prices  in 
U.S.  markets  will  be  higher  than  they 
were  in  late  October. 

Robbins'  favorite  sector  these  days 
is  financial  services,  including  bank- 
ing and  insurance.  For  example,  Rob- 
bins likes  Crestar  Financial  (CF,  $49), 
a  Richmond,  Va. -based  bank  holding 
company.  The  stock  trades  at  15 
times  its  1998  estimated  earnings  and 
yields  2.4%.  Another  pick  is  ReliaStar 
Financial  (rlr,  $38),  a  Minneapolis- 
based  company  specializing  in  retire- 
ment products  such  as  annuities  and 
401  (k)  plans.  ReliaStar — formerly 
known  as  nwnl — sells  for  1 3  times  its 
1998  estimated  earnings. 


Special  focus 


Real  estate  investment  trusts  are  hot, 
thanks  to  resurgent  commercial  and  resi- 
dential real  estate  markets.  An  inde.\  of 
REITs  compiled  by  Nareit,  a  Washington, 
D.C.  trade  group,  is  up  18%  through 
September  1997.  Below,  eight  REITs  with 
upside  potential.  All  have  strong  profits 
and  yields,  but  they  arc  lagging  the  REIT 
index  so  far  this  year. 


Real  estate  investment  trusts 

Company 

Recent 
price 

• 

Yield 

Capstead  Mortgage 

$25.38 

9.6% 

Dynex  Capital 

14.19 

9.7 

Imperial  Credit  Mortgage 

25.63 

10.1 

INMC  Mortgage  HIdgs 

23.75 

7.2 

JP  Realty 

24.56 

7.1 

PMC  Commercial  Trust 

19.38 

8.7 

Redwood  Trust 

26.00 

9.2 

Thornburg  Mortgage  Asset 

21.13 

9.5 

The  overall  market 


5300 
4500 

3700 
2900 

2100 


The  Barra  All-US  price  index  as  of  10/27/97 

Market  value:  $10.1  trillion 

P/E:  20.5 

P/E  minus  negative  EPS:  19.3 

Price/book:  3.2 

Yield:  1.4  % 


Performance 

Last  4  weeks 
Since  12/31/96 


Price 

-7.3% 
17.8 


Total  return 

-7,2% 
19.7 


1300  '  I  I 

'87     '88     '89     '90     '91     '92      '93     '94     '95     '96     '97 
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4500 
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12-month  closeup 


I  Barra  indei 

1 200-day  mning  averafe 
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'96 


'97 


Closeup  on  the  markets 


Index  or  investment 

2-week  change 

%  change  from             1 
1  year  ago      5-year  high     j 

Barra  All-US  index 

-9.1% 

■■■■ 

24.5% 

-10.0  % 

S&P/Barra  Growth  indix 

-9.8 

■^■l 

27.8 

-11.2 
-10.4 
-13.3 
-10.8 

S&P/Barra  Value  index 

-9.0 

HHHJI 

23.5 

Dow  Jones  industrials 

-11.3 

^55 

19.9 
25.8 

SfiP  500 

-9.4 

NYSE 

-8.7 

^ss 

24.9 
26.3 

-9.9 

-12.1 

Nasdaq 

-11.9 

■1 

PSE  Tech  105 

■^^■■■i 

32.7 

-17.3 

EAFE 

-7.0 
-1.6 

■i^l 

2.9 

-10.8 

CRB  futures  index 

■ 

-0.3 

-7.4 

Gold  (Comexspot) 

-5.0 

■■ 

-18.7 

-25.0 

Yen'  (per  $US) 

0.7 

1 

-15.6 

-4.3 

Oil  (W  Texas  Intermediate) 

-1.2 

I 

15.1 

-20.8 

The  best  and  worst  performing  stocks 

Best 

Recent     2-week 
price       change 

1997 

EPS'      Worst 

Recent 
price 

2-week 
change 

1997 
EPS' 

Computational  Systems 
Brooke  Croup 

$28.63         41% 
8.56         38 

$0.92     Cityscape  Financial 

$2.50 

-74% 
-66 

$2.32 
1.83 

NA     Oxford  Health  Plans 

25.88 

Comair  Holdings 

Cerner 

Sybron  Chemicals 

36.00         29 

2.04     Credit  Acceptance 

5.94 

-50 

1.06 

29.69         24 
32.25         23 

0.41     Micro  Warehouse 
1.92     Imatron 

11.94 
2.88 

-50 
^6 

0.82 
-0.05 

The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change 

since 

12/31/96 

1 

i 

Thrifts 
Electric  utilities 

-2.6% 
-3.2 

61.9% 
11.9 

Aerospace 
Precious  metals 

-20.7% 
-19.4 

-12.4% 
-18.5 
21.1 

1 

i 

Gas  utilities 

-4.4 
-4.7 

11.0 
41.4 
20.7 

Forest  products 

-17.5 

Air  transport 

Tire  &  rubber 
Electronics 

-16.2 
-15.6 

17.0 
13.3 

Household  products 

-5.1 

Sources:  Market  Guide  via  OneSource  Information 
Services:  IBES  Inc. 

Note:  Data  for  period  ending  10/27/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  whicfi  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (ad|usted).  ''A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ^Index  of  21 
commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  *Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES/IBES  REPORT  OH  FOREIGH  EARHIH6S  ESTIMATES 


World  market  valuations 

Country 

1997 
est  P/E 

Relative  to  , 
5-yr  avg  P/E 

0.6 

Philippines 

11 

Malaysia 

13 

0.6 

Japan 

39 

0.6 

Indonesia 

11 

0.7 

India 

12 

0.7 

Argentina 

29 

1.9 

Turkey 

15 

1.7 

China 

20 

1.6 

Greece 

15 

1.5 

Ireland 

15 

1.4 

IBES  estimate  revision  index 

EAFE^estimate  increases  to  decreases 
1.50 


1.00 


0.50 


0.00 


■■« 

■■ 

"Sj 

1 

■ 

1 

1 

k 

1 

y 

1 

1. 
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1996  1997 


Forecasting  the  EAFE^ 

%  change           Expected 
Estimated         current  est         year-to-year 
Year         P/E          vs  3  months  ago       EPS  growth 

1996' 

28.7               -2%               11.9% 

1997 

22.7               -2                  26.6 

1998 

19.8                 0                   14.4 

1997  country  estimates 

Rising  estimates                Falling  estimates 

Portugal                           Philippines 
Netherlands                     Indonesia 
Switzerland       ^^^^^    Pakistan             JM^ 
Italy                ^^W^    Thailand             ^^^ 
Mexico                           Malaysia 

'Actual. 

i? 


BY  JOHN  H.  CHRISTY 


Investors  are  dumping  stocks  worldwide,  but  many  for- 
eign markets  remain  overpriced.  Securities  analysts  expect 
27%  earnings  growth  for  the  Morgan  Stanley  Capital 
International  EAFE  index  of  foreign  stocks  this  year.  The 
current  forecast  for  1998,  however,  is  only  a  14%  increase. 
At  20  times  next  year's  estimates,  the  1,100  stocks  in  the 
EAFE  index  look  rich. 

Emerging  Asian  markets — which  are  barely  represented 
in  EAFE — have  much  lower  multiples  now  than  they  did 


Who's  hot 


before  the  recent  currency  turmoil.  Indonesia,  the  Philip- 
pines and  Malaysia  sell  for  less  than  14  times  1997  esti- 
mated profits.  But  analysts  are  cutting  earnings  estimates 
for  Southeast  Asia,  and  multiples  there  could  fall  further. 
Chinese  stocks  are  down  44%  from  their  August  highs,  but 
the  market  still  sells  for  20  times  1997  estimates. 

Latin  America  is  dear  as  well.  Mexico  sells  for  15  times 
1997  estimates,  a  20%  premium  to  its  five-year  average. 
Up  24%  year  to  date,  Argentina  now  sells  for  almost  twice 
its  historical  estimated  p/e. 


Greatest  increase  in  estimates  over  the  past  three  months 


ADR 

ticker 

GETTY 

ATS 

GBI 

NSANY 

FIN 


Company/country 

Getty  Communications/UK 

APT  Satellite/Hong  Kong-China 

Bufete  Industrial/Mexico 

Nissan  Motor/Japan 

PetroFina/Belgium 


Business 

graphic  services 
communications  svcs 

construction 
automobiles 
oil 


1 996  1 997  EPS  estimate 

EPS  recent     3-month  change    P/E 

$0.25  $0.45 

0.04  0.42 

-0.33  1.29 

0.38  0.62 

2.23  2.33 


Recent 
price 


73% 

35 

$15.88 

68 

41 

17.13 

40 

13 

16.25 

13 
11 

17            10.38 
17            38.38 

3-month 
price  change 

32% 

43 

-22 

-25 

2 


Who's  not 


Greatest  decrease  in  estimates  over 

the  past  three  months 

1 

1996 
EPS 

ADR 

ticker              Company/country 

Business 

recent 

1997  EPS  estimate- 
3-month  change 

P/E 

Recent 
price 

3-month 
price  change 

PEUGY            Peugeot  Citroen/France 

automobiles 

$1.17 

$0.86 

-69% 

37 

$31.50 

24% 

TMM               Transportacion  Maritima/Mexico 

shipping 

0.75 

0.13 

-43 

61 

7.94 

10         « 

DER                DE  Rigo/ltaly 

eyeglasses 

0.75 
1.34 
1.85 

0.31 
1.05 
1.68 

-34 

26 

8.00 

'    1 

NTZ                Industrie  Natuzzi/ltaly                          furniture 

TLD                Tele  Danmark/Denmark                       telecommunications 

-27 
-23 

22 

15 

23.06 
25.75 

M 

Note:  Data  for  period  7/23/97  through  10/23/97.  Ail  listed  companies  trade  as  American  Depositary  Receipts.  Prices  and  earnings  per  share  are  in  U.S.  dollars.  Earnings 
projections  are  consensus  estimates  from  Wall  Street  security  analysts  compiled  by  IBES  Inc.   ^Estimated  price  earn  ngs  ratio  for  1997  divided  by  the  estimated  P/E  tor  the  last 
five  calendar  years.  ^A  Morgan  Stanley  Capital  International  dollar-denominated  capital ization-w/eighted  index  of  more  than  1,100  foreign  stocks. 
Source;  IBES  Inc. 
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Virtue 
And  the 
Free  Society 


AMERICA  was  founded  by  men  and  women  who 
believed  that  core  values  like  honest)',  integrit}',  self-discipline, 
and  abstinence  were  essential  to  the  preservation  of  the  free 
society  and  to  the  development  of  personal  virtue.  For 
generations,  such  values  were  taught  in  the  home,  the  school, 
the  church,  and  the  local  community.  Today,  however,  they 
have  come  under  heavy  assault  in  the  public  school  system,  in 
the  media,  and  in  popular  culture,  where  the  new  mantra  is: 
"If  it  feels  good,  doit." 

But  what  has  been  trumpeted  as  "moral  liberation"  actually 
enslaves  us.  Worse  yet,  it  threatens  to  destroy  our  children,  who 
are  growing  up  in  a  world  that  increasingly  resembles  the  worst 
nightmare  visions  of  MT\'. 

Fortunately  there  are  institutions  dedicated  to  the 
proposition  advanced  by  Benjamin  Franklin  that  "only  a 
virtuous  people  are  capable  of  freedom."  One  of  them  is 
Hillsdale  College,  a  pioneer  in  higher  education  since  1844. 
This  small  college  has  courageously  led  the  fight  for 
independence  and  traditional  values  for  over  a  century  and  a 
half,  proudly  earning  a  reputation  as  "the  most  politically 
incorrect  college  in  America."  It  staunchly  refuses  all 
federal  funds,  and  it  has  extended  its  educational  mission  to 
an  unprecedented  national  audience  through  Imprimis,  a 
monthly  speech  digest  that  is  free  upon 
request  and  that  features  some  of  the 
most  important  leaders  of  our  day 


IMPRIMIS— Hillsdale  College's 
award-winning  monthly  speech 
digest  of  challenging  ideas — is 
FREE  upon  request.  Sign  up 
today  and  join  our  audience  of 
more  than  750,000  subscribers. 


D I  would  like  a  FREE  subscription  io  Imprimis. 


Mr.       Mrs.     Dr. 
NAME   Miss     Ms. 


TITLE/ORGANIZATION 
ADDRESS 


Cm'/ST.ME/ZIP  

PHONE  i L 


MAIL  TO: 

Hillsdale  Academy  Reference  Guide 

Hillsdde  College,  Dept.  FB-27 

Hillsdale,  Ml  49242 

OR  CALL  TOLL-FREE:  IJ,,  ,  ^-r^  m   r-- 


1-800-535-0860 


4 
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Rx  for  gyrating  equities 

The  past  few  weeks  have  given  a  lot  of 
investors  their  first  real  experience  of  how  scary 
the  stock  market  can  be.  If  your  stomach  can't  handle 
it,  here  are  two  possible  strategies. 

The  cheapest  part  of  the  Treasury  bond  market  is 
zero  coupon  bonds  coming  due  in  2020.  They  yield 
6.4%  and  reinvest  income  at  the  same  rate. 

Utilit)'  stocks  are  another  good  bet,  if  bought  with 
care.  So  says  Lowell  G.  Miller,  who  oversees  $90  mil- 
lion at  Woodstock,  N.Y.- based  Miller/Howard  Invest- 
ments. His  picks  had  returned  22%  so  far  this  year,  out- 
performing the  15%  return  on  the  Dow  Jones  utilities 
average  and  the  Lehman  Brothers  Government/Corpo- 
rate Bond  Index's  gain  of  9.6%. 

Stocks  to  buy  now  are  low-cost  energy  producers 
that  will  benefit  from  deregulation.  Miller  also  looks 
for  companies  raising  dividends. 

Some  of  his  picks  and  their  12-month  target  prices: 


LG&E  Energy  (nyse:  lge).  Trading  at  a  recent  $21.50, 
its  multiple  is  17  times  earnings,  with  a  5.5%  yield. 
Dominant  in  Kentucky  and  Ohio,  the  company  is  in  a 
position  to  gain  other  southern  business.  Miller  thinks 
it  could  r^ach  $30.  Another  favorite  is  American  Water 
Works  (NYSE:  awk),  whose  dividend  has  grown  ft-om 
6%  tolO%  a  year;  it  pays  3.5%.  Regulators  are  pushing 
undercapitalized  private  and  public  water  systems  to 
update  their  systems;  Water  Works  could  buy  some  of 
these  smaller  players.  At  a  recent  $22.13,  the  stock  is 
trading  at  16  times  earnings.  Miller  thinks  that  it  could 
hit  $28. 

He  also  likes  New  Century  Energies  (NYSE:  nce),  a 
provider  of  gas  and  electricit)'  to  the  Southwest  and 
eastern  Rockies.  Trading  at  a  recent  $41,  this  low-cost 
producer  has  an  estimated  growth  rate  of  10%,  yet  it's 
trading  at  the  same  15  multiple  as  industry  players 
experiencing  almost  no  growth.  Yield  is  5.5%.  Shares 
should  hit  the  high  40s. 


Asia  plays 

MM     Think  the  Asian  collapse 
'^      has  further  to  run.>  Short 
an  Asian  closed-end  ftind. 

Several  hands  trade  on  the  Big 
Board  at  prices  inexplicably  higher 
than  net  asset  values.  Same  thing 
happened  during  the  peso  crisis  in 
Mexico  a  few  years  ago.  Then  it 
took  a  few  months  for  Mexican 
closed-end  fiinds  to  fall  to  reflect 
crate  ring  stock  prices.  Currency 
problems  in  Asia  may  cause  even 
greater  dislocation  for  stocks  there. 

These  fi.mds  were  trading  at  dis- 
counts earlier  this  year  before  their 
underlying  stocks  dropped  45%  so 
far:  Indonesia  Fund  (if),  Jakarta 
Growth  Fund  (jgf),  Malaysia  Fund 
(mf).  Thai  Capital  Fund  (Tc)  and 
the  Thai  Fund  (ttf).  All  trade  at 
premiums  ranging  from  24%  for  the 
Jakarta  GrowiJi  Fund  to  64%  for 
the  Thai  Fund.  Short  it  soon. 
Shares  are  borrowable. 

On  the  ascent 

Not  all  stocks  dropped  the 
day  the  market  plunged. 
Denver-based  Ascent  Entertainment 
Group  (Nasdaq:  goal),  trading  at  a 
recent  $10,  barely  budged.  Reason? 
Its  assets,  according  to  one  analyst, 
are  worth  twice  that. 
Ascent  began  life  as  the  entertain- 


ment subsidiary  of 
Comsat  Corp., 
which  sold  20%  of 
the  company  to 
the  public  two 
years  ago  at  $15. 
Last  summer 
Comsat  distrib- 
uted the  rest  of 
Ascent  to  the 
shareholders. 

The  company  owns 
die  1996  Stanley  Cup 
champion  Colorado 
Avalanche  hockey  team  and 
Denver  Nuggets  basketball 
team,  as  well  as  an  indepen- 
dent film  company,  Beacon 
Communicadons,  producer  of  last 
summer's  movie  hit  Air  Force  One. 
Then  there  is  Ascent's  50%  (fully 
diluted)  stake  in  On  Command 
Corp.  (Nasdaq:  ONCO),  which  dis- 
tributes pay-per-view  movies  to 
900,000  hotel  rooms  worldwide. 

Ascent's  stock  has  fallen  from  a 
high  of  $24  last  December.  One 
reason:  its  October  1996  merger  of 
On  Command  with  its  larger  but 
troubled  rival  Specti^a Vision.  That 
marriage  is  only  now  beginning  to 
produce  cost  savings  that  manage- 
ment hoped  for.  Its  sports  teams 
have  been  bleeding  cash,  too. 

This  year  the  company  is  expected 
to  lose  $45  million,  or  $1.50  per 


Colorado  Avalanche  captain,  Joe  Sakic 
Score!  Ascent  stock  is  a  winner. 


share,  on  revenues  of  $340 
miUion. 

But  Ascent  will  be  in 
better  shape  next  year,  says 
analyst  Joseph  Gomes  of 
Denver's  Wm.  Smith  & 
Co.  The  company  is 
expected  to  profit 
from  concessions 
and  luxury  suite 
revenues  fi-om  a 
new  $160  mil-     l 
Bk      lion  downtown   c 
arena.  Adding      ^ 
new  services  like      I 
videogames  and 
Internet  access  to  hotel 
offerings,  as  well  as  replacing  out- 
dated equipment  should  bring 
Spectra- Vision's  margins  and  per- 
room  revenue  back  to  the  level  On 
Command  enjoyed  before  the  mer- 
ger. Next  year  diat  business  could 
produce  $100  million  annually  in 
operating  cash  flow,  up  from  $60 
million  this  year. 

Gomes  says  Ascent  may  even  spUt 
the  sports  team  from  the  video 
interests.  With  the  cable  industry 
consolidating.  On  Command  could 
be  taken  over  since  it  functions 
much  like  a  cable  system. 
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Ascent's  believers  include  Mario 
Gabelli,  Gordon  Crawford  and 
Leon  Cooperman. 

-Christopher  Palmeri 


Pie  in  the  sky 

Some  stocks  remain  rich 
even  after  falling  by  half  Con- 
sider Iridium  World  Communications 
(Nasdaq:  iridf),  the  publicly  traded 
arm  of  Iridium  LLC.  The  company 
intends  to  offer  long  distance  mobile 
phone  service  worldwide  via  so-called 
low-earth-orbit  (leo)  satellites. 
Founded  and  backed  by  Motorola, 
Iridium  has  no  sales  or  earnings  and 
doesn't  expect  any  for  another  year. 
But  it  has  believers.  It  went  public 
in  lune  at  $20  and  nearly  tripled.  At  a 
recent  $41,  the 
entire  company 


.-^jtH'if'miln^^.. 


has  an  implied 
market  cap  of 
$6  billion.  In 
the  diving 
market,  it  fell 
only  to  the 
yv       (   J^'J  "  low  $30s. 

/VS^  v^     Bulls  point 

Xam^^^tg^       to  a  study 
projecting 
subscribers  of  LEO  services  to  hit  14 
million  by  the  year  2004,  with  rev- 
enues of  $13  billion. 

But  setting  up  these  systems  costs  a 
fortune.  Iridium  plans  to  launch  66 
satellites  and  6  reserves.  Expected 
costs:  $4.4  billion.  Launching  these 
satellites  isn't  easy — expected  failure 
rate  is  10%.  And  once  the  satellite  gets 
into  orbit,  life  expectancy  is  five  years. 
When  Iridium  lost  contact  with  a 
satellite  in  lune,  investors  didn't  blink. 

Reality  may  hit  soon;  in 
September  Iridium  passed  the 
halfway  point  in  putting  up  satellites. 
That's  when  investors  begin  to  fath- 
om whether  the  system  is  economi- 
cal. A  big  issue:  Iridium  will  charge 
$50  in  monthly  access  charges  and 
$3  to  $4  per  minute  for  service  on  a 
phone  that  costs  $3,000.  Iridium  is 
targeting  business  travelers,  but  even 
a  billionaire  would  be  loath  to  pay 
sky-high  rates  as  international  calling 
costs  are  tumbling. 

If  Iridium  disappoints,  the  stock 
could  drift  to  tiie  low  20s.  Shares  are 
borrowable  if  you  want  to  short  it.  H 
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IS 


International 
Networking 

Global  money,  global  networks — the  effect 
of  technology  on  the  international  scene. 
Incisive  reporting  and  useful  databases 
give  American  businesses,  investors,  and 
travelers  a  leg  up  in  navigating  the  twisted 
offshore  wires. 


SPONSORED  BY 

ORACLe' 

Enabling  the  Information  Age  ^ 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island.  Visit  Laucala  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  ^ 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  mnway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway 

For  more  information, 
call1-800-F0RBES-5. 


FORBES 
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Muhlenkamp  Fund 


#1 

Flexible  Portfolio  Fund 
for  the  last 

L  ^  and  5  years'^ 

Ron  Miihletikamp 
Fund  Mdiuigef 


AVERAGE  ANNUALTOTAL  RETURNS 
FOR  PERIODS  ENDED  9/30/97 

ONE  YEAR 

49.5% 

THREE  YEAR 

30.8% 

FIVE  YEAR 

22.1% 

LIFE  OF  FUND 

SINCE  1138 

17.3% 

>  J  00%  \o  Load  >  Low  Turnover 

FORA  FREE  PROSPECTUS 

CALL  1-800-860-3863 

Internet:  http://muhlenkamp.com 

Muhlenkamp  &  Company,  Inc. 

125(K)  Pern  Highway  •  Wcxfual,  P.\  1S090 


PIkisc  rx'.iil  ilio  piTOiwclus  can-ftiUy  before  you  inwsl.  This  offer  is  made 
10  persons  ivsiilins  in  lurisitictions  where  such  offer  cin  Icjalh  be 
made  ftw  perfomianee  diK'S  not  guaraiilee  hmirc  n-sulls  Fvind  shares 
when  redeemeil  ma\  be  wxirth  more  or  less  th;ui  onsinal  avst. 
•  Smin'e:  llpper  VnaKlicil  Ser^ice.  Inc.  for  periiuk  ended ^tHOA)" 


THERE  IS  ONLY 
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EARNINGS.^ 
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AIM  INTERNATIONAL  EQUITY  FUND  in  a  world  of  different  economies,  different 
currencies  and  different  governments,  earnings  are  the  one  tiling  we  can  all  under- 
stand. In  fact,  earnings  speak  so  directly 


AIM  International  Equity  Fund 


1  Year  5  Year  Inception  (4  7  92) 

21.40"      17.32"      16.40" 
14.71"     *15.99"     *15.20" 

*  includes  5.50%  sales  charge    Average  Annual  Total  Return  as  of  9-50-97 


to  the  future  performance  of  a  company, 
they  are  the  foundation  of  the  strategy 
used  by  the  AIM  International  Equity  Fund. 
A  disciplined  strategy  that  evaluates 
individual  companies  and  invests  In  those  which  consistently  demonstrate  positive  earn- 
ings growth.  A  simple,  clear  strategy  that  seeks  performance  through  discipline.  One 
that  lets  you  capitalize  on  overseas  opportunities  while  diversifying  your  portfolio. 

And  although  share  prices  may  fluctuate  with  market,  currency  and  political  cli- 
mates, our  strategy  will  give  you  greater  confidence.  In  any  language. 


invest  with  DISCIPLINE 


sm 


www.amfunds.com 


MUTUAL    FUNDS 


Past  perfonnance  cannot  guarantee  comparable  future  resufts.  ,.,_,.,  .  r.  ^ -~,^w.«n/VTnwecf/v'c 

CAU   YOUR  FINANCIAL  CONSULTANT  formofecompleteinfoniKitmabouttheFund,inckKiingchargesandexpenses,ah}ndp(X)specti^an^ 

^J^PerformancefJ/rS^^^ 

that  you  may  ba^e  a  ^in  or  loss  when  you  sell  shaies.  Please  read  the  pmspedus  cok fully  t)efore  you  invest  or  send  money.  Intemabonol  investing  can  pose  greater  nsks  com- 

poKdwithU.S.  investments.  AIM  and  deagn  is  a  registered  trademark  of  AIMMana^ment  Group  Inc  AIM  Distributors,  Inc.  1997 


STOCK  TRENDS 


Don't  go  bargain-hunting  just  yet 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr. 
is  principal  and 
founder  of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 
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I  DO  NOT  KNOW  how  far  down  the  late  Octo- 
ber unpleasantness  will  take  the  market,  but  I 
am  convinced  that  the  next  big  upward  move 
will  be  in  bonds,  which  will  provide  the  basis 
for  a  resumption  of  the  bull  market.  The  bond 
and  stock  markets  are  very  much  out  of  sync 
with  each  other.  For  five  years  long-term  gov- 
ernment bonds  have  been  stuck  in  a  broad 
trading  range.  Twice  during  this  period  inter- 
est rates  have  penetrated  the  6%  level — first  in 
October  1993  and  then  again  in  December 
1995 — only  to  rise  again.  In  the  meantime, 
the  Dow  Jones  industrial  average  rose  5,000 
points  to  its  recent  peak. 

By  any  historical  measure  the  stock  market 
is  generously  priced  and  needs  support  fi"om 
the  bond  market.  Earnings  alone  are  no 
longer  enough  to  propel  stocks  higher.  Lower 
interest  rates  are  essential  to  sustain  equity  val- 
uation levels.  My  expectation  is  that  the  econ- 
omy will  continue  to  expand  and  that  bonds 
in  the  next  year  will  break  out  of  this  pro- 
longed trading  range,  driving  interest  rates 
through  their  1993-low  yield  of  5.78%. 
Here's  my  reasoning. 

1)  Real  interest  rates,  adjusted  for  inflation, 
will  decline  to  more  normal  historical  levels, 
closer  to  3%,  down  from  the  4%-plus  level  that 
exists  today. 

2)  Bond  investors  will  eventually  accept  a 
higher  rate  as  sustainable  noninflationary 
growth  for  the  economy — in  the  range  of  3% 
to  3.5% — up  from  the  present  accepted  level 
of  2%  to  2.5%.  They  will  not  panic,  as  diey 
have  done,  if  growth  numbers  come  in  higher 
than  2.5%.  They  will  come  to  accept  that  pro- 
ductivity improvement  is  better  than  the  gov- 
ernment figures  indicate. 

3)  There  is  no  reason  to  fear  stepped-up 
inflation.  The  risks  appear  to  be  more  defla- 
tionary than  inflationary.  Deflation  is  precisely 
the  problem  currently  plaguing  Japan  and 
Southeast  Asia.  Long-term  noncallable  gov- 
ernment bonds  are  the  best  hedge  against 
deflation  and  deserve  at  least  a  modest  posi- 
tion in  portfolios. 

4)  Finally,  the  federal  deficit  is  likely  to  dis- 
appear before  the  turn  of  the  century,  produc- 
ing the  first  budget  surplus  since  1969.  The 
returning  of  more  of  the  U.S.  economy  to  the 
private  sector  is  a  very  favorable  trend  not 
only  in  this  country  but  on  a  global  basis. 


These  are  the  reasons  I  think  interest  rates 
will  decline,  but  until  they  do,  the  stock 
market  will  be  a  risky  place.  Any  earnings  dis- 
appointments will  be  dealt  with  harshly.  This 
is  a  time  to  be  more  conservative  on  stocks, 
not  a  time  to  go  bargain-hunting.  Speculative 
holdings  should  be  eliminated,  while  purchas- 
es should  be  in  high-qualit\'  companies  that 
are  reasonably  priced.  Here  are  a  couple  of 
quality  stocks  1  consider  reasonably  priced: 
GTE  (43)  and  ppg  Industries (SV). 

Robert  Allen,  retiring  chief  executive  of 
AT&T,  has  taken  a  lot  of  heat  for  his  poor  per- 
formance in  enhancing  shareholder  value. 

Interest  rates  will  decline,  but 
until  they  do,  the  stock  market 
will  be  a  risky  place. 


Charles  Lee,  chief  executive  of  gte,  has  pro- 
duced even  poorer  returns  for  shareholders 
than  Allen.  Despite  this  record,  1  like  GTE  at 
its  present  price. 

With  the  company's  recent  all-cash  bid  for 
MCI,  GTE's  shares  have  fallen  precipitously, 
eliminating  the  premium  that  had  previously 
been  built  in  as  a  result  of  a  rumored  takeover 
by  AT&T  or  British  Telecommunications.  If  it 
succeeds  in  its  bid  for  MCl,  GTE  will  be  in  a 
favorable  long-term  position  as  a  fully  inte- 
grated telecommunications  company.  If  it 
fails — which  in  my  view  is  more  likely,  given 
the  amount  of  debt  required  to  consummate 
the  deal — the  stock  will  agv\in  likely  be  in  play. 
Either  way,  it's  a  win/win  situation. 

Another  cheap  stock  I  like  is  PPG  Industries. 
It  has  significantly  underperformed  the 
market  this  year  and  currendy  sells  at  a  dis- 
count to  its  peer  group  and  the  s&p  500. 
There  is  a  widespread  perception  that  both 
housing  and  vehicle  sales  have  peaked  and  are 
headed  lower — a  perception  I  don't  share. 

PPG  is  the  world's  leading  supplier  of  auto 
and  industrial  coatings  and  the  world's 
second -largest  producer  of  glass.  The  stock 
sells  at  a  modest  12.6  times  1998  estimated 
earnings.  PPG  is  a  high-qualit)'  company  that 
\vill  benefit  from  any  business  upturn  in 
Europe,  where  it  has  a  significant  position. 
This  is  a  cyclical  stock  that  will  also  benefit 
from  prolonged  growth  in  the  economy;  my 
one -year  price  target  is  68.  Hi 
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WALL  STREn  IRREGULAR 


The  ogre  of  deflation 
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Mark  Hulbert 
is  editor  of  the 
Alexandria.  Va.-t)ased 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
mark@hult)ertdigest.com 


"There's  a  better  than  50-50  chance  tJiat  a 
major  bear  market  has  begun."  That's  what 
Richard  Russell,  editor  of  Don'  Theory  Letters, 
told  me  in  the  wake  of  the  market's  late-Octo- 
ber plunge.  His  advice:  Get  out  of  stocks  now. 

Here's  why  we  should  listen  to  Russell:  He 
is  the  granddaddy  of  the  investment  letter 
industry,  having  written  his  letter  since 
1958 — longer  than  any  other  market  letter 
currently  publishing.  His  is  one  of  only  three 
letters  among  those  tracked  bv  the  Hulbert 
Financial  Digiest  whose  market-timing  advice 
has  beaten  a  buy-and-hold  o\  er  the  last 
decade  on  a  risk- adjusted  basis.  He  hasn't 
al^^•ays  been  right  by  any  means,  but  he  has  an 
impressive  record  calling  the  market's  major 
turning  points. 

He  correcdy  anticipated  the  1987  crash, 
turning  bearish  in  late  August  of  that  year — 
within  days  of  that  summer's  high.  He  turned 
bullish  in  January  1975,  only  a  few  weeks  fol- 
lo\\ing  the  bottom  of  the  terrible  1973-74 
bear  market.  x\nd  he  turned  bearish  in  1966, 
after  the  DJI  first  broke  the  1000  barrier;  it 
took  the  market  17  years  to  get  decisively 
through  that  barrier  again. 

Despite  the  name  of  his  letter,  however, 
Russell  doesn't  base  his  current  bearishness  on 
the  Dow  Theory  as  it's  commonly  practiced 
today.  It's  too  early  for  that.  According  to  the 
modern  interpretation,  we're  still  on  a  buy 
signal.  For  it  to  generate  a  sell  signal,  t\vo 
conditions  must  be  met:  The  market's  post- 
crash  rally  must  fail  to  take  the  Dow  industri- 
als and  transports  to  ne\\-  highs,  and,  in  the 
wake  of  that  failure,  both  averages  must  drop 
back  below  their  late-October  lows. 

That  could  take  weeks,  and  Russell  isn't 
waiting.  He  believes  the  market  \\ill  be 
"relendess  on  the  downside"  and  \^'ill  not 
accommodate  investors  \\ho  want  to  get  out 
but  who  are  waiting  for  a  signiticant  rally  back 
toward  the  August  high.  Russell's  unhedged 
ad\ice:  Don't  \\ait  for  a  rally.  Get  out  now. 

Russell  contends  that  he's  actually  being 
more  faithful  to  the  original  Dow  Theory 
than  are  those  w  ho  have  reduced  it  to  a  for- 
mulaic, trend-following  system.  The  dieory 
was  codified  b\-  William  Peter  Hamilton  in  a 
series  of  Wall  Street  JoHr?ial  edhoricih  between 
1902  and  1929.  And,  according  to  Russell, 
Hamilton  focused  abo\  e  all  on  market  valua- 


tion. He  is  certain  that  if  Hamilton  were  alive 
.today  he  already  would  have  been  out  of 
stocks,  prior  to  the  late  October  plunge,  on 
the  ground  that  they  were  overvalued. 

Russell  reminds  us  that  the  Dow  Theory 
places  great  importance  on  divergences 
between  the  actions  of  the  Dow  industrials 
and  the  Dow  transports — referred  to  as  non- 
confirmations.  Note  that  in  September  and 
October,  uhile  the  DJT  was  rising  to  new 
highs  above  its  previous  early- August  high, 
the  DJI  never  surpassed  its  Aug.  6  high.  This 
was  a  "flagrant  nonconfirmation." 

Far  from  celebrating  the  absence  of 
inflation,  Richard  Russell  believes 
that  the  stock  market  should  be 
worried  about  deflation. 


To  be  sure,  die  monetary  environment 
appears  to  be  positive.  The  U.S.  bond  market 
has  been  rallying  strongly;  this  takes  some 
pressure  off  the  stock  market's  overvaluation. 

But  Russell  isn't  buying  this  line  of  reason- 
ing. Far  from  celebrating  the  absence  of  infla- 
tion,  Russell  believes,  the  stock  market  should 
be  worried  about  deflation.  While  deflation  is 
unambiguously  good  for  the  bond  market  and 
might  be  short-term  bullish  for  equities  as 
\\ell,  eventually  "it's  going  to  be  bearish  for 
stocks."  That's  hard  for  people  under  70  to 
understand,  because  they  have  never  experi- 
enced deflation. 

Russell  says  the  strongest  deflationary  signal 
comes  from  the  precious  metals  market.  Gold, 
the  original  inflation  hedge,  recendy  dropped 
to  its  lowest  level  in  12  years.  Another  defla- 
tion signal  comes  from  the  Fed's  willingness 
to  allow  the  money  supply  to  surge,  which 
Russell  believes  indicates  that  the  Fed  is  acting 
to  counteract  global  deflationary  pressures. 

Ho\\-  far  could  this  bear  market  go?  Russell 
offers  no  prediction,  reminding  us  that  the 
Dow  Theory  does  not  forecast  the  extent  or 
duration  of  any  market  move.  But  he  is  willing 
to  speculate:  He  suspects  that  before  this  bear 
market  is  over,  the  stock  market  wUl  have 
broken  just  as  many  valuation  records  at  the 
bearish  end  of  the  spectrum  as  it  has  broken  at 
the  bullish  end  over  the  past  few  years.  .\nd 
diat's  a  scar\-  prospect.  ^ 
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O     MATTER,  what  life  throws  your  way  useful   information  —  including    our    discriminating 

in    1998    (magical    nights    and    exotic    travel,  guide  to  what  to  do  and  where  to  go  in  New  York  City 

lunch  dates  and  personal  appointments),  there  is  and    beyond.   And,   of  course,    it's    packed   with    the 

ne   thing  you   can    rely   upon   to   help   you   organize  distinctive   illustrations   and   witty  cartoons   that   have 

ind  plan  it  all:  your  Ntw  Yorker  Desk  Diary.  More  than  been  a  New  For/'^/- hallmark  for  over  70  years. 

ust  a  weekly  planner,  the  Diary  is  filled  with  eminently  The  New  Yorker  Desk  Diary.  Life's  perfect  companion. 

To  of^der  l/y  credit  card,  call  toll-free:    I  •oOO*0«3o*55IO   or  send  coupon  today! 

Send  order  to:  7//r  A'rti."  Yorker,  Box  10214,  Dept.  2;i474()-()2,V  Des  Moines,  I.\  5(),vib-()214 

THE  1998  NEV  YORKEH  DE5K  DIARY 

To  order  l/y  credit  card,  call  toll-free:    I  •  O  vjU •  OOCD •  i30 1  vJ 

vJI  \  send  a  check  or  money  order  with  your  name  and  address  to: 

THE  NE>^  YORKEa 
BOX  102I4,  DEPT  2347I6-023 
DE5  MOINE5,  lA  503360214 

}  'oiir.<i  for  only  $26. 95*  for  the  stanrlard  diary  or  $29. 95*  for  the  personalized  version, 

plus  $3.50  in  the  I 'S  ($6. 75  in  Canada)  for  shipping  and  handling. 

h' or  personalized  diaries  please  specify  the  nanie(s)  to  be  imprinted  (limited  to  22  letterstspares). 

*Re.<:idents  ofC.\,  CO,  GA,  I  A.  IL  KY,  MA,  MI,  NJ,  m:  OH  please  add  applicable  sales  tax, 
Canada  7%  GST.  Offer  only  available  in  US  and  Canada.  Please  albm'  up  to  4  weeks  for  delivery. 


•  7  '/.■"  X   10"  pURCS 

-stanipcil  pcrsonali/ation  a\ailable. 
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STOCK  TRENDS 


Don't  push  your  luck 


hi 


BY  lASZLO  BiRINYl  JR. 


Laszio  Birinyi  Jr. 
is  president  of 
Birinyi  Associates, 
a  Greenwich, 
Conn. -based  financial 
consulting  firm. 


The  Hong  Kong-induced  market  decline 
has,  in  my  opinion,  run  its  course.  Many  of 
the  excesses  in  the  Far  East  and  elsewhere 
have  been  corrected.  And,  historically,  finan- 
cial crises  have  led  to  central  bank  loosening 
and  so  to  lower  interest  rates.  We  saw  that  in 
October  1987,  and  with  the  Mexican  peso 
crisis  in  late  1994. 

Don't  get  me  wrong.  I  would  not  run  out 
and  get  fiiUy  invested,  and  I  would  worry  if 
sentiment  turned  very  bullish  again:  As  much 
as  anything,  it  was  the  overwhelmingly  posi- 
tive sentiment  that  precipitated  the  losses  in 
the  first  place. 

Specifically,  I  found  it  interesting  that  this 
was  the  first  time  since  1987  that  there  was 
not  at  least  one  major  story  about  the  dismal 
record  of  Octobers.  Another  sign  of  the  com- 
placency was  the  lack  of  a  skeptical  story 
about  quarterly  earnings. 

Interestingly,  I  also  don't  ever  recall  a  peri- 
od when  so  many  major  companies  warned 
investors  of  upcoming  disappointments. 
From  Coca-Cola  to  Boeing  to  Gillette,  a 
number  of  companies  warned  that  analysts 
forecasts  were  too  optimistic.  But  The  Street 
and  the  media  seemed  to  feel  that  all  of  the 
warnings  were  special  or  confined  to  that 
particular  company  alone. 

They  failed  to  see  that  a  worrisome  pattern 
was  developing. 

That  exuberance  of  sentiment  has  now 
been  punished.  That's  to  the  good. 

The  crack  was  also  a  fiinction  of  an  overval- 
ued and  technically  overextended  market. 

In  my  career  I  have  seen  overvalued  mar- 
kets (high  price/earnings  ratios,  low  divi- 
dends, etc.)  and  extended  markets  (long  peri- 
ods without  corrections,  stocks  and  markets 
well  above  long-term  moving  averages). 
Rarely,  however,  have  1  seen  all  these  evi- 
dences of  overvaluation  occurring  simultane- 
ously. It  was  not  just  a  stock  market  on  thin 
ice,  but  an  overweight  stock  market  on  thin 
ice.  Inevitably  the  ice  cracked. 

The  weight  is  down  a  bit,  but  the  ice  is  still 
rather  thin.  Continue  to  be  defensive.  Sell 
your  losers  and  those  stocks  and  fimds  where 
your  gains  are  limited  or  your  reasons  for 
owning  them  unclear.  Don't  let  tax  conse- 
quences enter  into  the  picture.  A  short-term 
gain  is  better  than  a  long-term  loss.  Stay  with 


your  Cokes,  Compaqs,  Chases,  regional  Bells 
.and  so  forth. 

In  this  spirit,  I  went  through  my  columns 
for  the  first  six  months  of  this  year.  In  my 
Jan.  27  piece,  I  suggested  four  bank  stocks — 
Wells  Far0o  (294,  vvfc),  Citicorp  {127,  cci), 
Bankers  Trust  {121,  bt)  and  U.S.  Bancorp, 
(98,  usb).  They  have  all  done  well  and  made 
investors  money. 

I  would  wo]*]y  if  sentiment 
turned  very  bullish  again: 
As  much  as  anything,  it  was  the 
overwhelmingly  positive  sentiment 
that  precipitated  the  decline. 


I  also  suggested  Georgia-Pacific  (89,  gp) 
and  U.S.  Steel  {33,  X).  Georgia-Pacific  is  up 
over  40%,  but  Steel  has  made  little  or  no 
progress.  Don't  be  patient.  Sell  it. 

February  saw  a  few  oil  names — Atlantic 
Richfield  (79,  arc)  and  Exxon  (60,  xon)  both 
have  made  money,  paid  dividends  and  provid- 
ed offsets  to  some  of  the  more  volatile  higher 
multiple  stocks  I  have  recommended.  But  Du 
Pont  {S5,  dd)  and  Kimberly-Clark  (51,  kmb) 
have  lagged,  and  are  likely  to  continue  to  do 
so.  Sell  'em. 

The  third  column  revisited  old  names,  but 
the  Apr.  2 1  piece  added  Dean  Witter  Discover 
(50 — since  merged  with  Morgan  Stanley  and 
is  still  a  hold)  and  PNC  Bank  (47,  pnc),  a  new 
name,  and  it  should  also  stay. 

If  you  insist  on  some  new  ideas,  the  retailers 
represent  good  trading  opportunities,  includ- 
ing/.C.  Penney  {56,  JCP),  Sears  {41,  xx),  Wal- 
Mart  (35,  wmt)  and  Circuit  City  {13,  KMX).  I 
mention  these  particular  retailers,  but  I  would 
be  more  inclined  to  trade  among  the  compa- 
nies in  this  industry  rather  than  be  a  long- 
term  investor. 

In  my  last  column  I  mentioned  Dean 
Smith,  the  University  of  North  Carolina  bas- 
ketball coach.  lie  retired  soon  after  that  inci- 
dent, but  his  timing  might  be  a  lesson  to 
investors:  Better  to  risk  missing  some  of  the 
action  rather  than  risk  giving  up  the  fruits  of 
this  long  bull  market. 

In  short,  where  you  are  in  doubt  about  a 
stock,  sell  it.  If  it  hasn't  produced  for  you, 
kick  it  out  Hi 
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rAKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
Market  Course 


Ivery  investor  should  own  The  Forbes  Stock 
larket  Course,  the  practical  handbook  that 

provides  the  goals  of  today's  smartest 
westors  —  and  the  strategies  they  use  to 

\each  them. 


^m 


PARTIAL  LIST  OF  TOPICS 


How  to  choose  a  broker — Broker  commissions — How  to  place 
an  order  —  Sources  of  information  —  Market  pattems  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging  — 
uying  on  margin  —  How  to  read  the  tape  —  Tlie  Dow  theory 
-  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
How  to  read  a  company's  financial  statement — Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Tvvo 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  di\idends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  tliis  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language.  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89-50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
AND  Guarantee 


NAME 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  H/larket  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  748 

D  Check  for  $89.50  enclosed*    D  Charge  my  credit  card 
D  Amex    D  MasterCard    D  Visa    n  Diners  Club 


ADDRESS 


Name: 


*Buyers  in  New  York  City  add  8  1/4%  sales  rax-  orher  NY,  CA,  and  IL  as  required  bv  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 
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MONEY  &  INVESTMENTS 


MARKET  TRENDS 


If  you're  not  xenophobic, 
you  should  be 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff 
is  chief  investment 
officer  of 

Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


Don't  blame  the  Pacific  Rim  turbulence  for 
the  downdraft  of  Monday,  Oct.  27.  Every 
night  before  I  went  to  bed,  I  asked  myself, 
"\Vhat  is  the  s&P  500  doing  at  972?  It  should 
be  under  900." 

The  10%  correction  is  a  big  down  payment 
on  the  market's  overvaluation.  It  is  overxal- 
ued  in  the  Ught  of  what's  going  on  in  the 
world.  Our  balance-of-trade  deficit  has  to 
grow,  paring  1998's  economic  momentum. 
The  projected  earnings  bracket  for  the  S&P 
500  widens  in  this  setting.  Looking  for  50  a 
share  seems  too  much  blue  sk\'.  A  better 
number  is  46  a  share,  nearly  flat  with  I997's 
projection.  It's  tough  to  be  a  multinational 
player  today.  Whether  it's  computers,  drugs, 
even  farm  equipment  or  soda  water,  your  rev- 
enue line  gets  squeezed  3%  or  4%  by  the 
dollar  exchange  rate.  You  can  hedge,  but  you 
can't  hedge  everything. 

The  sad  part  of  this  market  is  that  stocks 
behave  xoilgarly,  like  commodities.  They 
tumble  or  levitate  10%  in  a  few  hours  of  trad- 
ing: IBM,  Boeing,  even  BankAmerica,  Schlum- 
berger  and  AT&T.  Even  Generation-Xers  tune 
in  on  their  computers  and  place  their  orders. 
Charles  Sch\\'ab  became  a  gro\\TJi  stock  in 
this  setting,  offering  a  menu  of  funds  and 
stock  transaction  services  over  the  wires, 
untouched  by  human  hands.  Mutual  fund 
sales  boomed  to  a  S20-billion-a-month  clip 
over  this  past  12  months.  A  decade  ago,  it 
was  S20  bilUon  per  annum.  Twelvefold 
gro^\th. 

The  bear  market  of  1973-74  is  instructive 
about  the  current  situation.  The  go-go  years 
that  preceded  the  1973-74  crash  were  fueled 
by  public  participation  comparable  with 
today's,  and  by  outrageous  price/earnings 
ratios  even  greater  than  today's.  Then  it  \\'as 
on  what  Morgan  Guarant)'  Trust's  money 
managers  called  one -decision  stocks.  You 
bought  them  and  held  them  forever.  Some  of 
those  stocks  haven't  regained  their  pre- 1974 
multiples,  even  in  this  long  bull  market.  Some 
sold  at  60  times  earnings.  Polaroid  declined 
90%  from  its  high. 

Some  of  this  cycle's  growthies  are  in  for  a 
similar  fate.  The  academics  sa\'  that  the  average 


life  of  a  growili  stock  is  fi\e  years,  with  few 
exceptions.  Our  multinationals  have  had  a 
great  run,  but  they  need  a  breather  from  The 
Street's  rising  extrapolations  of  earning  power. 

On  the  eve  of  1987's  Black  Monday  our 
trade  deficit  peaked  at  SI 7  billion  and  spooked 
the  country.  Many  of  our  industries,  like  autos 
and  computers,  had  lost  their  hegemony  to 
Japan.  Our  economy  looked  sick.  Now  the 
shoe's  on  the  other  foot.  Japan  has  lapsed  into 
recession.  It  suffers  from  redundant  labor  and 
overcapacit)'.  Now  it's  Japan  that's  sick. 

In  the  1973-74  market  the  institutional 
universe  sustained  t\vo  years  of  minus  20% 
performance.  Most  of  the  billion-dollar 
money  pools,  endowments  and  pension  hinds 
were  cut  in  half  over  24  months.  AlcGeorge 

When  the  dust  settles,  I  anticipate  a 
new  theme  emerging  for  investing. 


Bundy  had  told  them  to  get  aggressive,  and 
they  had  listened. 

\\Tien  the  dust  settles,  I  anticipate  a  new 
theme  emerging  for  investing.  In  a  word: 
xenophobia.  If  you  are  not  xenophobic,  you 
should  be.  Anything  foreign  is  suspect.  Buy 
American.  Love  the  domestic  scene.  Forget 
Gucci  and  Tiffany  and  the  other  hucksters  of 
luxury  stuff  for  a  while.  They  need  Japanese 
consumers.  Citicorp  has  too  much  business  in 
emerging  markets;  I  prefer  BankAmerica. 
Coca-Cola  counts  too  much  on  foreign  mar- 
kets. Technolog)-  stocks,  ditto,  especially  on 
Far  Eastern  markets 

Retailers  are  in,  especially  Wal-Mart, 
even  Federated  and  Tix.  Fannie  Mae  and 
Freddie  Mac  are  pure  plays  among  the  finan- 
cial intermediaries.  Allstate  Insurance  is  a 
natural,  but  .aig  is  suspect  for  its  China  con- 
nection. AT&T  is  okay. 

The  ideal  stock  for  a  xenophobic  portfolio 
is  a  domestic,  low-cost  operator  with  substan- 
tive free  cash  flow  and  declining  capital 
spending.  You  want  them  to  buy  back  5%  to 
10%  of  their  outstanding  equit\'  per  annum. 
I'm  stickmg  with  stocks  like  IBM  and  x\meri- 
can  Express.  I  like  their  stability.  I  love  their 
reasonable  multiples.  Hi 
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he  arts  are  a  rock-solid,  high-growth  investment, 
fust  ask  Henry  T.  Segerstrom. 


Henry  T.  Segerstrom  in  front  oj  Isamu  ISIoguchu  unhitcclurul  garden.  Lull /urn  lu  Scenario.  " 


Art  of  Leadership 


-ienry  T.  Segerstrom,  Manning  Partner,  C.J.  Segerstrom 
ir  Sons,  a  real  estate  development  company  in  Costa 
Vlesa,  California,  speaks  about  business  and  the  arts 
oith  David  Finn,  board  member  of  the  Business 
"ommittee  for  the  Arts,  and  Chairman  of  Ruder-Finn. 

"My  family  and  business  are  deeply  rooted  in 
3range  County,  California.  I  was  born  in  Santa 
L.na,  at  that  time  the  largest  town  and  county  seat 
fa  sparsely  populated,  but  cultured,  agricultural 
community.  In  1948, 
after  earning  my  M.B.A. 
rom  Stanhird,  I  began  working  for  my  family's 
igricultural  business. 

"That  same  year,  after  50  years  of  only  farm- 
ng  activities,  our  family  business  acquired  from  the 
ederal  government  land  and  a  warehouse  supply 
;omplex  which  had  been  built  in  Costa  Mesa  to 
iupport  the  largest  pre-flight  training  center  operat- 
;d  in  the  United  States  during  the  war. 

"We  gradually  moved  away  from  farming  and 
"ocused  on  real  estate  development.  Although  a  lot 
)f  our  neighbors  left  Orange  C'ounry,  we  decided 
to  stay  and  participate  in  development.  The  land 
was  part  of  our  family  history,  we  were  committed 
o  the  area  and  we  believed  in  its  future. 

"My  first  full  exposure  to  the  arts  came 
through  my  attendance  at  Stanford  at  the  age  of 
17.  Later,  my   interests  developed  through  architec- 
ture, an  integral  part  of  my  business.  I  have  worked 
with  some  of  the  world's  most  respected  architects, 
such  as  Cesar  Pelli,  Victor  Gruen  and  Chuck 
Bassett,  and  al.so  with  such  distinguished  artists  as 


Rudolf  Nureyev,  Mikhail  Baryshnikov  and  Placido 
Domingo,  among  others.  The  arts  are  not  some- 
thing 1  have  studied,  but  through  exposure  and 
experiences  they  have  broadened  my  perspectives 
and  understanding.  I  find  the  arts  exhilarating, 
and  this  inspiration  has  benefited  my  business. 

"We  have  a  fine  collection  of  sculptures  on 
display  inside  and  outside  of  our  office  complexes. 
I  have  had  the  opportunity  to  select  these  pieces 
and  in  the  process  have  worked  closely  with  many 
of  the  artists.  Years  ago,  I  wanted  to  commission 
Isamu  Noguchi  to  design  a  sculpture  garden  tor  an 
office  complex  in  Costa  Mesa.  I  knew  he  was  born 
in  California,  yet  he  had  never  had  a  major  com- 
mission in  the  state.  I  felt  he  might  like  to  have 
something  to  represent  him  in  the  place  of  his 
birth.  So,  I  went  to  New  York  to  see  him.  He 
rejected  my  idea  at  first.  Later,  I  sent  him  a  per- 
sonal letter  and  we  came  to  an  agreement.  The 
enti  result  was  "California  Scenario. "  It  represents 
the  ecology  of  the  state  and  is  considered  by  many 
to  be  the  finest  architectural  garden  that  Noguchi 
ever  created.  We  maintained  a  close  personal  rela- 
tionship until  he  died. 

"My  commitment  to  the  arts  is  a  personal 
conviction,  not  something  I  do  with  any  strategic 
goals  in  mind.  During  the  early  seventies,  when 
the  South  Coast  Repertory  Theatre  was  develop- 
ing, our  family  gave  land  for  their  new  theater.  A 
few  years  later  we  gave  an  adjacent  five-acre  site 
for  the  Orange  County  Performing  Arts  Center. 


"I  served  as  Chairman  of  the  Center's  Trustees 
in  raising  S73  million  to  privately  fund  all  construc- 
tion costs  before  opening  night.  Everyone  in  the 
community  worked  together.  Each  of  us  felt  cultur- 
al facilities  to  be  an  integral  part  of  the  evolution  of 
a  cosmopolitan  area.  The  presence  or  absence  of  a 
major  performing  arts  facility  is  often  the  determin- 
ing factor  in  attracting  distinguished  faculty  or 
research  scientists  to  the  area. 

"The  Orange  County  Performing  Arts  Center 
has  proven  to  be  a  great  asset  to  the  entire  commu- 
nit)'.  The  count)'  is  now  planning  a  new  symphony 
hall,  a  new  art  museum,  a  hands-on  discover)' 
museum  and  a  children's  museum. 

"The  arts  are  a  business  in  themselves.  If  an 
arts  institution  is  well  managed,  it  will  attract  the 
support  and  resources  of  the  hard-nosed  business- 
man. 1  sponsor  a  course  in  not-for-profit  manage- 
ment at  Stanford  Business  School,  and  I  am  pleased 
that  so  many  students  want  to  pursue  those  careers. 
The  arts  are  key  to  the  quality  of  life  in  Orange 
Count)'.  It  is  gratif)'ing  to  know  that  we  Orange 
Countians  have  been  able  to  enhance  this  impor- 
tant part  of  our  lives. 


Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway 

Neiv  York,  New  York  10019 

212  664-0600 
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Hong  Kong's  isn't  the  only  turbulence 
affecting  world  markets  these  days.  There  are 
some  real  storms  brewing  off  South  America. 
I'm  referring  to  El  Nino. 

No,  El  Nino  didn't  cause  the  Hong  Kong 
market  to  collapse,  but  it  did  cause  grain 
prices  to  surge  last  summer.  Aware  of  El 
Nifio's  historical  pattern  of  disrupting  weather 
and  food  production,  grain  traders  ran  prices 
up.  El  Nifio's  effects  entered  on  cue.  Smoke 
billowing  from  parched  Indonesia.  Hurricane 
Pauline  devastating  Acapulco.  Tropical  fish 
being  caught  off  the  Golden  Gate. 

And  then  it  rained  on  Australian  wheat  in 
September,  and  grain  prices  nose-dived. 
December  wheat  futures  rose  from  $3.35  per 
bushel  in  early  July  to  $3.95  in  late  August, 
but  then  dropped  to  $3.50. 

Farewell  to  El  Niho.^  Don't  bet  on  it. 
There's  more  to  come.  Overenthusiasm  for 
an  investment  idea  often  gives  way  to  disap- 
pointment and  then  abandonment — just 
when  the  concept  is  about  to  work.  The  cur- 
rent El  Nino  probably  fits  that  mold.  It  will 
have  widespread  effects,  but  they  haven't 
happened  yet. 

In  the  six  instances  since  the  early  1970s 
when  El  Nino  has  come  calling,  corn  prices 
fell  on  average  18%  from  June  to  October  and 
soybeans  dropped  7%  from  June  to  Septem- 
ber. Prices  of  wheat  also  initially  fell,  as  did 
those  of  soybean  oil  and  soybean  meal. 

But  when  prices  finally  started  to  rise,  did 
they  ever  leap!  This  was  especially  true  if  El 
Nino  was  followed,  as  was  often  the  case,  by 
the  reverse  weather  phenomenon,  La  Nina, 
which  brought  abnormally  dry  weather  to  the 
northern  hemisphere. 

From  the  bottoms  of  the  markets  to  the 
end  of  the  following  year,  corn  prices  on  aver- 
age jumped  39%  after  El  Nino.  Wheat  moved 
up  57%,  soybeans  36%,  soybean  meal  38%  and 
soybean  oil  45%. 

Why  the  usual  delay  in  El  Niiio  effects  on 
agriculture  prices.''  In  part  because  inventory 
drawdowns  cushion  the  initial  effects  of  short 
crops.  Only  later  do  markets  realize  that  crop 
production  shortfalls  are  substantial  and  long 
lasting,  and  will  reduce  inventories  even  fijr- 
ther.  More  important,  it  takes  time  for  El 
Nino  to  disrupt  crop  production  and  push  up 
prices,  even  accounting  for  some  anticipation 


in  commodity  markets. 

The  onset  of  El  Nino,  usually  in  June,  is 
too  late  to  affect  northern  hemisphere  crops, 
so  the  first  meaningful  effects  are  later,  when 
the  influences  on  southern  hemisphere  output 
begin  to  surface.  Anchov)'  and  palm  oil  har- 
vests may  fall  promptly,  but  it's  early  next  year 
before  Brazilian  soybeans  are  harvested  and 
any  constrictions  on  the  supplies  of  their  bean 
meal  and  oil  substitutes  become  evident. 

El  Nino/La  Nina-related  problems  with 
northern  hemisphere  crops  don't  become 
clear  until  even  later  in  the  following  year. 

So  the  opportunities  to  make  money  from 
El  Nino  aren't  gone.  Grain  prices  should 
move  up  sharply  in  the  next  year,  especially  if 

Overenthusiasm  for  an 
investment  idea  often  gives  way 
to  disappointment  and  then 
abandonment— just  when  the 
concept  is  about  to  work. 


a  strong  La  Nina  follows  the  current  El  Nino. 
Futures  and  options  in  grains  are  widely  avail- 
able and  liquid.  Bull  grain  spreads  are  less 
volatile  but  potentially  very  profitable  plays, 
since  the  prices  for  delivery  in  nearby  months 
tend  to  rise  more  than  those  further  away  in 
shortage  situations. 

In  portfolios  we  manage,  we're  long  May 
1998  soybean  meal  fixtures  and  short  July. 
Beyond  the  grains,  there  may  well  be  attrac- 
tive opportunities  in  sugar,  coffee  and  cocoa, 
which  also  normally  suffer  El  Nino-related 
production  losses. 

Of  course,  higher  crop  prices  mean  more 
farm  income  and  spending  by  farmers,  espe- 
cially since  the  end  of  Washington's  agricul- 
tural subsidies  will  make  farm  receipts  more 
sensitive  to  crop  prices.  This  could  be  good 
news  for  agricultural  equipment  producers 
like  Deere,  Case  and  Caterpillar.  Also  for  fer- 
tilizer producers  such  as  Freeport  McMoRan, 
Potash  Saskatchewan  and  IMC  Global; 
hybridized  seed  companies  like  Pioneer  Hi- 
Bred  and  Dekalb  Genetics;  and  pest  control 
producers  such  as  Monsanto. 

El  Ninos  correlate  with  the  producer 
price  index  for  food,  but  their  effects  aren't 
big  enough  to  influence  overall  inflation. 
In  that  sense  it  is  neither  bullish  nor 
bearish  for  stocks.  So  forget  any  meaningfial 
El  Nino  influence  on  bonds  and  stocks  as 
a  whole. 

With  El  Nino,  the  first  act  is  over.  Now 
begins  the  real  action.  ■ 
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Edmund  de  Unger  compares  collecting  to  sex. 

Because  his  desire  is  waning, 

he's  selling  his  incomparable  medieval  enamels. 

A  passion  ^ 
for  antiquity 


By  William  Green 


COLLECTING 


As  A  14-year-old 
Boy  Scout  on  a 
cycling  trip,  Edmund  de  Unger  spot- 
ted a  rare  carpet  in  a  Romanian 
church.  His  late  father  had  collected 
carpets,  and  de  Unger  knew  quality 
when  he  saw  it.  The  carpet  was  in 
woeful  shape.  A  local  priest  had 
recently  hacked  off  part  of  it  to  ban- 
dage the  leg  of  a  parishioner.  On  the 
spot  de  Unger  cut  a  deal:  He  bought 
the  church  a  new  carpet  in  exchange 
for  the  ragged  one. 

That  16th-century  Turkish  rug  still 
adorns  his  bedroom  floor  60  years 
later.  It's  worth  $50,000. 

A  retired  property  developer  with 
homes  in  England  and  Switzerland, 
de  Unger  has  been  collecting  antiq- 
uities ever  since  the  day  he  bought 
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that  tattered  rug.  His  Islamic  art  col- 
lection— which  includes  manuscripts, 
ceramics  and  carpets — is  so  vast  that 
it's  cataloged  in  a  five-volume  book. 
He  is  also  the  principal  owner  of  a 
131-piece  collection  of  medieval 
enamels,  which  Sotheby's  will  auction 
in  New  York  on  Nov.  20.  Expected 
price:  $25  million  to  $35  million. 

Why  sell  his  enamels.^  "I'm  well 
over  70,"  says  de  Unger.  "I  want  to 
sort  out  my  estate."  Good  timing. 
The  market  for  medieval  enamels  has 
never  been  hotter.  Last  year  Sothe- 
by's sold  a  12th-century  enamel  can- 
dlestick base  for  S6.8  million  (see 
table,  p.  211). 

Most  of  the  items  in  de  Unger's 
collection  were  made  in  the  12th 
through  the  I4th  centuries  in  Li- 


moges, France.  The  artists  chiseled 
designs  onto  copper  plates,  filled  the 
grooves  with  glass  powder  and  baked 
them  to  produce  richly  colored 
enamels. 

It  is  not  simply  the  beaut\^  but  the 
scarcity  of  these  pieces  that  make 
them  valuable.  As  few  as  10,000 
medieval  enamels  from  Limoges  have 
survived. 

De  Unger  bought  most  of  his 
enamels  27  years  ago  from  a  Swiss 
couple,  Ernst  and  Martha  Kotler- 
Truniger.  De  Unger  then  added 
about  15  pieces,  including  some 
splendid  Mosan  enamels,  which  are 
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Item                                                      Date  sold 

Price  ($mil) 

Arm  ornament,  c.  1165                                    1979 

$2.03 

Medallion,  c.  1150             ,.««,«,n«^     :      1979 

$2.22 

Becketcasket,  c.  1195*                                  1979 

$1.08 

Becket  casket,  c.  1195*                                  1996 

$6.52 

Candlestickbase,  c.  1135                                1996 

$6.86 

*The  Becket  casket  auctioned  in  1979  was  auctioned  again  in  1996. 

Source:  Sotheby's. 

The  price  of  enamels  auctioned  of  King  Louis 

in  tlie  past  two  decades  PhiUppe        of 

France. 

Another  re- 
markable piece  is 
the  Madrid 

Chasse,  made  in 
Limoges        800 
years  ago.  It  is 
one     of    the 
most  sumptu- 
ously    ornate 
items    in    the 
even  rarer  than  those  from  Limoges,      collection.  It  was  designed  to  hold 
Like  a  lot  of  great  collectors,  de      relics  of  a  saint,  so  it  may  once  have 
Unger  says  he  has  always  viewed  the      contained  human  body  parts, 
enamels  as  a  source  of  pleasure,  not         De  Unger  is  especially  fond  of  a 
profit.  "If  you  want  to  invest,  you      small  Limoges  plaque  of  tvvo  angels, 
buy  shares  or  property.  I  never  invest-      which  Sotheby's  hopes  to  sell  for  S2.5 
ed  in  art."  million.  The  colors — from  cobalt  blue 

De  Unger  was  born  in  Budapest,     to  iridescent  green — have  lost  none  of 
the  son  of  a  Hungarian  diplomat. 
When  he  was  10  his  fadier  died,  leav- 
ing him  with  what  he  calls  "a  very 
large  fortune"  in  real  estate,  paint- 
ings, jewels  and  carpets.  He  sur- 
vived parlous  times.  In  1944  the 
Germans    seized    a    hotel    he 
owned,  then  used  it  to  house 
the    Gestapo.    In    1948    the 
communists  took  power  in 
Hungary;   de    Unger   was 
thrown  in  prison  three  times 
and  stripped  of  most  of  his 
assets,  including  the  hotel. 

Hungary's  loss,  England's 
gain.  He  fled  to  the  U.K., 
became  a  lawyer  and  eventu- 
ally replenished  his  fortime  as 
a  property  developer. 

Not  everything  in  the  col- 
lection is  in  the  million-dollar 
class.  There  are  some  13th- 
century  plaques  and  medal- 
lions likely  to  go  for  less  than 
$10,000,  and  for  less  than 
$50,000  you  might  be  able 
to  pick  up  a  700-year-old 
Tuscan  belt  decorated  with 
snails,  lions  and  birds. 

But  the  main  focus  at  the 
auction  will  be  a  handful  of  -^m-L*,  J      their  richness  or  deli 

rare  treasures.  One  is  a  sculp-  --*,4,^llj,^i^      ^^^^  ^^  ^.^^  cenuuies, 

ture  of  the  Madonna  seated  and  the  angels  have  a 

on  an  enamel  throne.  Made  in  Li-  sweetly  ethereal  quality.  "It's  a  very 

moges  around  1225,  it  is  expected  to  spiritual  art,"  says  de  Unger.  "There's 

fetch  $3.5  million.  Legend  has  it  that  nothing   fleshy   about   it,   nothing 

a  1 3th-century  Spanish  warrior  carried  vulgar.  .  .  .  Religion  gave  medieval 

the  sculpture  into  battle  to  protect  people  the  strength  to  live." 

him.  It  was  later  owned  by  a  son  De  Unger  will  miss  his  collection. 


But  at  his  age,  he  confesses,  the  col- 
lector's voracious  will-to-possess  be- 
gins to  wane.  "I  compare  collecting 
to  a  physical  desire,"  he  says.  "And 
the  desire  is  not  that  strong  any 
more.  It's  rather  like  looking  at  a 
beautiful  woman  and  just  admiring 
her  beauty — without  wanting  any- 
thing more."  !■ 
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Advice  on 

ordering 

\dne: 

1.  Don't  be 
afraid  to 
send  a  bottle 
back. 

2.  Never— 
but  never— 
order  a 
white 
zinfandel. 


On  handling 
haughty  sommelieirs 


By  Susan  Lee 

I  HAVE  A  FRIEND  who  adores  terrorizing  restau- 
rants by  sending  back  his  wine.  The  more  glam 
the  restaurant,  the  more  expensive  the  bottle, 
the  more  intense  his  enjoyment.  "This  is  going 
back,"  he  trills  as  I  stare  timidly  at  the  table- 
cloth, anticipating  more  chill  from  an  already 
frosty  wine  waiter.  Invariably,  however,  the 
wine  waiter  starts  fawning,  hovers  over  the 
ne\\'  bottle,  checks  on  our  table  with  alarming 
frequency  and  bows  as  we  exit. 

After  years  of  wimessing  this  piece  of  theater, 
I  made  a  pilgrimage  to  some  experts  to  find  out 
why  this  brazen  tactic  can  humble  the  haughty. 

"Ha\ing  a  customer  send  a  botde  of  wine 
back  is  a  restaurant's  worst  nightmare,"  says 
Joseph  DeLissio,  wine  director  of  the  River  Cafe 
in  Brooklyn.  Danny  Meyer,  owner  of 
the  Gramerq'  Ta\'ern  and  Union 
Square  Cafe  in  Manhattan,  agrees. 
"Se\'eral   things   go   through   my 
mind  when  Fm  told  a  guest  is 
sending    back   a    botde,"    says 
Meyer.  (The  first  is  a  hand)'  four- 
letter  word.)   "I  worr)^  that  the 
guest  isn't  happy,  that  it's  going  to 
cost  me  money  and  that  there's 
something  wrong  with  the  wine." 
(Neither  charges  for  a  spurned 
bottle.) 

But  I  mentioned  that  m)'  botde -spurning 
fiiend  is  an  old  hand  at  this:  Don't  tr)'  it  if  you 
don't  know  what  )'ou're  doing. 

Consider  this  tale  of  ignorance.  Nine  years  ago 
DeLissio  had  a  table  of  Wall  Street  pooh-bahs  at 
lunch;  the  host  ordered  a  bottle  of  La  Tache 
1971,  an  ultra-premier  burgundy  and  an  excel- 
lent \intage,  at  S300  a  bottle.  (Today's  price.' 
About  $1,000.)  The  pooh-bah  took  a  slurp  and 
decided  to  send  it  back.  DeLissio  tasted  it.  "It 
was  delicious,  really  stunning,"  he  remembers. 
The  pooh-bah  complained  that  it  was  browTi 
and  smelled  like  dirt.  DeLissio  explained  that 
some  bro\\Ti  is  t>'pical  of  an  aged  burgundy  and 
that  saying  such  a  wine  smelled  like  dirt — "love- 
ly, rich,  damp  Burgundian  earth" — ^was  the  ulti- 
mate compliment. 

The  pooh-bah  was  adamant,  and  DeLissio 
took  the  bottle  back.  But  he  ser\'ed  it  at  his  own 
table,  where  the  restaurant's  top  staff  were 
lunching.  That  table  was  near  the  door,  so  when 
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the  Wall  Streeters  left,  they  trooped  past  a  group 
of  deliriously  happy  experts  drinking  the  "brown 
dirt."  From  the  look  on  the  pooh-bah's  face, 
DeLissio  figures  he  got  the  point. 

Danny  Meyer  wishes  more  people  would  send 
wine  back.  Why?  Because,  he  says,  we're  in  the 
middle  of  a  "cork  crisis."  Corkiness,  caused  by 
bacteria,  is  hard  to  describe,  but  an  approximate 
hint   is   that   it   causes  wine   to   taste   musty. 
"Around  10%  to  15%  of  all  botdes  I  taste  are 
cork)^,  but  not  nearl)'  that  proportion  are  sent 
back,"  says  Meyer.  "People  are  drink- 
^^^     ing  cork\'  botties  and  just  assuming 
^r^t\      we  don't  know  about  bming  good 
^P  Sn*^     wine."  Meyer  would  rather  swallow 
WL         \    the  cost  than  \vssx.  a  customer  walk 
^B^  \      out  with  the  wrong  impression. 

^B  ^    Not  that  good  restaurants  can't 

^^  serve  bad  botties.  They  do,  and 

\  ^|t  y    here  are  some  ways  to  spot  poten- 

tial trouble: 
When  the  bottie  arri\'es,  check 
out  the  cork.  It  should  be  flexible, 
and  clean  at  the  top.  (Sniffing  the 
■r^  cork  is  useless,  although  I've  seen  it 
:  done. )  Pick  up  the  glass  to  make  sure 
\   that  the  wine  hasn't  been  roasting 
over  the  cappuccino  machine.  Swirl 
the  wine  a  few  times  and  then  take  a 
good  whiff  If  it  smells  odd,  gi\'e  it  five  minutes 
and  try  again;  if  it  still  doesn't  please,  then  send 
it  back.  B\'  the  wa\',  a  major  reason  for  bad-tast- 
ing wine  is  a  dirt}'  glass,  so  sniff  your  glass  before 
the  wine  is  poured. 

What  about  matching  wine  with  food?  You 
shouldn't  make  a  fetish  of  it,  but  pairing  a  big- 
st)ie  red,  like  cabernet  sau\ignon,  with  a  fish  like 
sole  would  be  a  boo -boo.  One  way  to  insure  har- 
mony is  to  stick  with  food-fiiendly  wine. 
Favorite  (and  affordable)  suggestions  from 
DeLissio  include  whites  Uke  Alsatian  or  German, 
reds  from  Chile  or  riojas  from  Spain;  Meyer  sug- 
gests pinot  noir  or  Chianti  classico  for  reds  and 
Vou\Tay  or  sauvignon  blanc  for  whites. 

What  wine  gives  you  away  as  a  rank  amateur? 
Hands  down,  it's  white  zinfandel.  Ordering  it  is 
certain  to  make  even  the  most  democratic  som- 
melier  raise  his  or  her  eyebrows,  "White  zins  are 
one  step  past  Coke,"  says  DeLissio.  "I  don't 
even  consider  them  wine."  ^ 
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David  Gelernter 
Author,  artist,  computer  scientist, 
he  says  the  world  is  dense  with 
micro-miracles.  'i^^--'!.j^C-  :^'^v 
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Did  the  bomb  that  maimed  computer  scientist 
David  Gelernter  also  maim  our  society? 

An  antidote 
for  cultural 
whiplash 

By  Gretchen  Morgenson 


BOOK  REUIEW 


Are  you  one  oe  the  millions  of 
Americans  who  suffer  from  cultural 
whiplash?  You  think  we  live  in  a  darned  good  country,  but 


Gelernter's  not  talking  about  the 
tabloids.  Time  magazine  ran  a  "mad 
genius"  cover  on  the  bomber,  in 
effect  glamorizing  this  vicious  villain. 
People  magazine  included  the  guy  in 
its  1996  issue  of  the  world's  most  fas- 
cinating people. 

It  gets  worse.  Har\'ard  Uni\ersit)''s 
course  list  this  fall  includes  Literature 
129,  "Reading  the  18th  century 
through  20th  century  eyes."  Among 
the  course's  reading  requirements: 
Kant,  Rousseau,  Kundera — and  the 
Unabomber. 

"We  arc  talking  about  an  e\'il,  cow- 
ardly man,"  says  Gelernter,   "not 
some  fascinating  genius." 
But  the  horror  of  seeing  his  tormentor  sanctified  by 
much  of  tlie  media  and  now^  academia  was  softened  tor  Gel- 
ernter b\'  the  \'er\'  different  reaction  of  die  ordinar\'  .-Vmer- 


then  you  pick  up  a  magazine  or  a  book  or  tune  into  the  icans  he  met  and  of  the  medical  profession.  "I  was  deeply 

tube  and  learn  that  this  is  a  racist,  greedy,  polluting  soci-  moved,"  he  recalls.  "America  is  fijll  of  noble  people." 

et>'  where  the  rich  get  steadily  richer  and  the  poor  steadi-  He  most  definitely  does  not  include  among  the  noble 

ly  poorer.  Hey,  which  is  it?  most  present-day  media  t>pes  and  social  science  profs. 

An  excellent  cure  for  this  cultural  whiplash  is  Drawing  These  people,  argues  Gelernter,  control  our  cultural  insti- 

Life:  Surviving  the  Unabomber^  by  Yale  computer  scien-  tutions  and  run  them  with  contempt  for  what  most 


tist  David  Gelernter  (Free  Press,  $21).  On  a  sunny  June 
day  in  1993  Gelernter  was  cut  to  pieces  by  the  explosion 
of  a  mail  bomb  sent  to  his  Yale  Universit)'  office.  Bleed- 
ing buckets,  Gelernter  dragged  himself  to  the  Yale  infir- 


Americans  beliexe. 

"It  used  to  be  that . .  .there  were  intellectual  thinkers 
and  nonintellectual  thinkers.  You  might  call  the  two 
groups  high-church  and  low-church,  where  'high-church' 


mary,  buoyed  up,  he  recalls,  by  a  Zionist  marching  song  corresponds  to  the  intelligentsia  as  it  is  today.  The  low- 
that  ran  through  his  battered  brain.  "They  told  me  later  church  group  has  disappeared 

.  .  .  that  it  was  lucky  I  had  decided  to  walk  and  not  wait  "[Ljow-church  thinkers  had  their  ov\ti  distinct  cultural 

for  a  ride,"  he  writes,  "because  I  would  likely  have  bled  profile.  They  tended  to  discount  ideology'.  . . .  Humc^-  was 

to  death  otherwise."  basic  to  their  world\iew.  They  prided  themselves  on  skep- 

Gelernter  was  a  victim  of  the  Unabomber.  Henceforth  ticism  and  impiet>-  but  ta\oreti  con\entional  tamily  arrange- 

he  would  have  to  face  the  world  one-handed  and  one-  ments They  wrote  seriously  about  sports  long  before 

eyed.  But  this  isn't  just  a  story  of  a  brave  man's  fight  to  intellectuals  took  up  the  topic.  They  disliked  abstraction 

rebuild  his  life.  It's  about  regaining  faith  in  our  society'.  and  were  gluttons  for  nitt\ -gritty  detail  about  the  look, 

"The  blast  that  injured  me  was  a  reenactment  of  a  tar  sound,  smell,  taste  and  feel  of  evervthing  around  them." 


bigger  [blast]  a  generation  earlier,  which  destroyed  some- 
thing basic  in  this  society  that  has  yet  to  be  repaired,"  he 
writes.  "[A]  group  of  intellectuals  entered  the  freightyard 
control  room  and  toyed  like  children  with  the  switches, 

resetting  them  for  fun The  trains  started  to  collide  . . . 

and  are  still  smashing  up. 


The  surprising  thing  is  that  this  book  is  an  uplifting 
read.  Gelernter  comforts  himselt^ — and  us — with  the  sense 
that  despite  the  moral  ambiguit\'  that  siu-rounds  us  today, 
there  remain  lots  of  good,  sensible  people  in  this  countrv. 

Though  he's  a  computer  scientist,  Gelernter  thinks  we 
should  spend  less  time  teaching  kids  to  use  computers  in 


Drawing  Life  is  an  angry  and  effective  denunciation  of  the  schools  and  more  time  teaching  them  the  basics  of 

the  self-righteous  intellectuals  in  America  who  are  hostile  reading,  writing,  history  and  arithmetic, 

to  traditional  tamily  roles,  mainstream  houses  of  worship  I  can  best  gi\e  a  sense  of  this  uplifting  tone  with  a  few 

and  authority  figures  in  general.  direct  quotes  from  this  wonderful  book: 

Just  out  of  the  hospital,  his  injured  eye  covered  by  a  "All  sorts  of  simple  courtesies  that  used  to  be  automatic 

patch,  his  hand  bandaged  and  splinted,  with  metal  rods  and  largely  meaningless  [for  me]  are  nowadays  full  of 

sticking  out  of  it,  he  found  himself  hunted  by  the  press  meaning,  signs  of  character  and  backbone,  and  the  world 


pack — print,  television,  radio.  He  could  take  that.  What 
he  couldn't  take  was  the  media's  attitude  toward  the 
depraved  criminal  who  nearly  killed  him.  "The  bomber 
and  the  crime  were  discussed  without  any  moral  frame- 
work. One  magazine  . . .  published  my  views  on  technol- 
ogy side  by  side  with  his.  I  was  sickened."  It  was  as  if  the 
publication  thought  that  both  views  were  equally  \alid. 


is  dense  with  micro- miracles. 

"Thank  God  the  leaves  turn  and  acorns  plop  and  m\ 

boy  walks  beside  me  to  get  the  paper  in  the  morning 

I  have  to  confess  diat  the  only  society'  I  care  deeply  about 
in  the  end  is  my  family  and  a  few  friends,  and  I  am  not 
sure  whether  each  man  cultivating  his  garden  is  not  our 
only  shc:)t  at  saving  the  wxn^ld."  WM 
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THE  DEFINmrE  SOURCE 

FOR  CLASSIC 

LIVE  ROCK  ON  CD! 


From  the  archives  of  the 
King  Biscuit  Flower  Hour  Radio  SInw 


NEW!!  •  ELP  (2CD  Set!)  •  Iggy  Pop  •  Motottieail 


for  fflff  catalog,  call  l-aoo^JVBCOS 
www.  I(ing-biscuit.  com 


I  FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  ser^vlce  to  an  ajyiuent  executiiiMaiKHcncc 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-8183  or  E-mail:  UonniQilf'orbesxom 


Some  celebrities  can't  play  golf  to  save  their  lives. 
Fortunately,  this  tournament's  about  saving  someone  else's. 

How  many  opportunities  do  you  get  where  you  can  double  bogey  and  still  feel  good  about  yourself? 

At  the  Lexus  Challenge  Hosted  by  Raymond  Floyd,  money  will  be  raised  to  benefit  Childhelp  USA 
and  The  Entertainment  Industry  Foundation,  for  the  prevention  and  treatment  of  child  abuse  and  neglect. 

So  even  if  our  players  don't  make  par,  they  can  still  make  a  difference. 


I 


^1997  LexuA,  A  Duisioii  of  Toyola  Motor  Sales.  i.S.A..  Inc.  I,exus  reminds  you  to  wear  seatbells,  secure  children  m  rear  seal  and  obey  all  speed  lam.  For  more  information,  visit  wwuiAexuigolf.com  or  call  800-iSA-LEXiS  (800-872-S39lu 


Childhelp  usa 


The  Entertainment 

Industry  Foundatior] 


EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Nov.  15,  1927) 
"Extreme  quiet  marked  the  Detroit 
retail  auto  situation  in  October,  with 
practically  every  dealer  reporting  slow 
business.  Many  expressed  the  view 
that  1928  would  be  unusually  wel- 
come when  it  arrived." 

"President  Kemal  has  his  own  views 
on  how  to  take  a  census.  Apparently 
the  first  in  Turkey's  history  was 
accomplished  in  a  single  day,  when  for 
12  hours  every  inhabitant  was  forced 
by  law  to  stay  in  his  own  home  and 
meet  census  agents." 

"By  early  in  this  month  some  of  the 
stocks  boldly  marked  up  had  collapsed 
$20  to  $50  a  share.  Will  Jan.  1  find 
average  prices  on  the  New  York  Stock 
Exchange  lower  or  higher.''  My  guess 
is  that  the  downward  movement  has 
not  run  its  course." 

60  years  ago 

(Fiu)M  THE  ISSUE  OF  Nov.  15,  1937) 
"There  is  no  disposition  to  look  for 
a  slump  of  any  major  proportions, 
but  most  men  in  the  auto  industry 
will  be  pleased  if  sales  for  the  next  12 
months  equal  tliose  of  the  last  12." 

"Air-conditioning  is  approaching  its 
goal:  Yesterday  considered  an  expen- 
sive luxury,  today  it  is  rapidly  becom- 
ing a  necessity.  Buyers  of  air-condi- 
tioning equipment  spent  $74  million 
in  the  first  nine  months  of  1937,  48% 
more  than  in  all  of  1936." 

"While  government  plans  help  agri- 
culture, nature  steps  in  with  good 
weather  for  most  crops.  World  cot- 
ton production  is  estimated  at  an  all- 
time  high  of  50.8  million  bales — 50% 
over  1936  and  31%  over  1928-33 
levels.  World  wheat  production  in- 
creased 9%  over  last  year.  Housewives 
cheer  Agriculture  Department's  pre- 
diction of  lower  meat  prices." 

50  years  ago 

(From  the  issue  of  Nov.  15,  1947) 
"A    majority    of  nongovernment 
economists  expect  a  mild  business 
recession  next.spring.  The  consensus 
is  that  wholesale  commodity  prices 


Forbes'  30th  birthday  brought  a  1,000- 
guest  banquet  and  a  212-page  issue 
with  a  cover  story  on  Lancaster,  Ohio. 


will  continue  to  rise  through 
December,  then  drop  and  finally 
level  off  at  about  70%  over  the  1939 
average  in  the  spring  of  1949." 

"Reporting  third-quarter  produc- 
tion figures  of  55,000  T\^  sets,  more 
than  eight  times  1946's  total,  the 
industry  expects  some  150,000  to 
175,000  to  be  in  operation  by 
January,  served  by  26  stations.  A 
total  of  69  T\'  stations  has  already 
been  approved,  with  26  more  appli- 
cations still  pending." 

25  years  ago 

(From  ihe  issue  oe  No\-.  15,  1972) 
"Whatever  happened  to  Investors 
Overseas  Services?  Bernie  Cornfeld's 
creation  is  alive,  if  not  exactly  well, 
and  about  to  get  a  whole  new — if 
somewhat  surprising — lease  on  life. 
The  job  has  just  been  taken  o\'er  by 
Gonzalo  of  Madrid,  whose  back- 
ground is  as  exalted  as  Bernie 's  was 
humble.  His  full  name  is  Prince 
Gonzalo  de  Bourbon  y  Dampierre, 
his  fimily  a  branch  of  the  Spanish 
roval  fimilv." 


Can  Spain's 
Prince  Gonzalo 
succeed  at 
Investors 
Overseas 
Services  where 
Bernie  Cornfeld 
failed? 


"Whom  does  Caterpillar  Tractor 
Co.,  the  world's  standout  maker  of 
earthmoving  equipment,  consider  its 
No.  One  competitor.'  The  best  way 
to  find  out  is  to  read  Cat's  house 
organ,  published  in  three  languages 
for  its  employees.  There  is  scant 
mention  of  General  Motors  or 
International  Harvester  or  Deere  or 
Allis-Chalmers;  top  billing  goes  to 
Japan's  big  Komatsu." 

10  years  ago 

(From  the  issue  of  Nov.  16,  1987) 
"Why  didn't  we  see  it  coming?  Just 
as  millions  of  investors  are  asking 
themselves  that  question,  so  are  we 
at  Forbes  wondering  why  we  were 
not  louder  in  warning  readers  that 
the  market  was  getting  dicey.  Oh 
ves,  we  did  flash  danger  signals.  As 
tar  back  as  June  3,  1985  Jean  A. 
Briggs  and  William  Baldwin  report- 
ed in  a  lead  article  that  Ben  Graham- 
type  in\'estors  were  increasingly  pull- 
ing out  of  the  market.  Our  May  4 
co\er  story — the  d)I  was  at  2300 — 
gave  tips  on  identifying  market  tops, 
and  reported  that  many  indicators 
were  already  screaming  for  caution." 

"In  the  real  world  the  news  is  noth- 
ing as  traumatic  as  it  is  from  the 
financial  markets.  Manufacturing,  in 
fact,  looks  remarkably  rosy.  U.S. 
trade  was  worse  in  August,  but 
mosdy  because  of  higher  oil  imports 
to  refill  stocks.  Manufacturing 
exports  were  actually  okay.  The 
lower  dollar  is  working,  trw  is  now 
shipping  higher-technology  auto 
parts  from  the  U.S.  to  Japan,  West 
Germany  and  even  Korea.  Third- 
quarter  GNP  is  estimated  to  have 
grown  3.8%,  the  best  level  for  over 
t\\'o  years;  inflation  is  not  as  bad  as 
expected,  and  new  jobs  grow."      WM 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 


thou^ts@forbes.com 


Several  of  my  associates 
handwrite  so  badly  that 
it  often  takes  me  vexa- 
tiously  lonjf  to  decipher 
their  memoranda.  This  is 
both  annoying  and  costly. 
Doubtless  the  same  thing 
plagues  other  organizations. 
I  have  good  reason  to 
feel  keenly  on  this  score. 
As  a  cub  reporter  I  won  my 
first  promotion  chiefly 
because  I  wrote  my  copy  in 
a  schoolboy,  clearly  legi- 
ble hand — typewriters  were 
not  available  then.  The 
eyesight  of  the  aging  head 
of  the  copy  desk  was  poor. 
The  handwriting  of  most 
reporters  gave  him  a  lot 
of  trouble.  Not  mine. 
When  promotions  were  dis- 
cussed, he  plumped  for  me! 

-B.C.  Forbes 


A  Text  .  .  . 

The  idols  of  the  heathen 
are  sih^er  and  gold,  the 
work  of  men's  hands. 
They  have  mouths,  but 
they  speak  not;  eyes  have 
they,  but  they  see  not; 
ears  have  they,  but  they 
hear  not;  neither  is  any 
breath  in  their  mouths. 
-Ps.\LMS  135:15-17 


Sent  in  by  Paul  A.  Ryczek, 
Roswell,  Ga.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Ttioughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


Today  the  world  changes  so 
quickly  that  in  growing  up 
we  take  leave  not  just  of 
youth  but  of  the  world  we 
were  young  in.  Fear  and  re- 
sentment of  what  is  new  is 
really  a  lament  for  the  mem- 
ories of  our  childhood. 
-Sir  Peter  Med.w.\r 

The  absurd  man  is  he  who 
never  changes. 
-AUGUSTE  Barthelemy 

Through  loyalt}'  to  the  past, 
our  mind  refiases  to  realize 
that  tomorrow's  joy  is  pos- 
sible only  if  today's  makes 
way  for  it;  that  each  wave 
owes  the  beaut)'  of  its  line 
onh^  to  the  ^^'ithdra^^■al  of 
the  preceding  one. 
-Andre  Gide 

Only  change  is  permanent. 
-Heraclitus 


Most  of  us  are  about  as 
eager  to  be  changed  as  we 
were  to  be  born,  and  go 
through  our  changes  in  a 
similar  state  of  shock. 
-James  Baldwin 

Change  is  the  handmaiden 
Nature  requires  to  do  her 
miracles  with. 
-M\rk  Twain 

The  interval  between  the 
decay  of  the  old  and 
the  formation  and  estab- 
lishment of  the  new 
constitutes  a  period  of 
transition  which  must 
always  necessarily  be  one 
of  uncertainty^,  confusion, 
error,  and  wild  and  fierce 
fanaticism. 
-John  C.  Calhoun 


We  cannot  remain  consistent 
with  the  world  save  by  gro\\'- 
ing  inconsistent  with  our  past 
selves. 
-Havelock  Ellis 

Each  new  season  grows  from 
the  leftovers  of  the  past. 
That  is  the  essence  of 
change,  and  change  is  the 
basic  law. 
-H.\l  Borland 


More  than  14,000  "Thoughts,"  arranged  alphatjetical- 
ly  by  subject,  are  available  in  a  900  page  one-volume 
deluxe  edition.  Fortes  Book  of  Quotations:  Ttioughts 
on  the  Business  of  Life.  The  price  is  $40.00,  plus 
$3.50  shipping  and  $1.00  per  item  for  handling  (add 
applicable  sales  tax). 

Also  available:  the  Thoughts  Screen  Saverfor  PC 
(Wndows  3;^"  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800^76-6556. 


All  changes,  even  the  most 
longed  for,  have  their  mel- 
ancholy; for  what  we  leave 
behind  us  is  a  part  of  our- 
selves; we  must  die  to  one 
life  before  we  can  enter 
into  another! 
-An.\tole  France 

The  new  always  carries  with 
it  the  sense  of  violation, 
of  sacrilege.  What  is  dead 
is  sacred;  what  is  new,  that 
is,  different.,  is  evil,  dan- 
gerous, or  subversive. 
-Henry  Miller 

We  are  more  ready  to  try 
the  untried  when  what  we 
do  is  inconsequential. 
Hence  the  remarkable  fact 
that  many  inventions  had 
their  birth  as  toys. 
-Eric  Hoffer 


November  17, 1997  •  AUume  160  •  Nnmbor  11  FORBES  (ISSN  0015  6914)  publishes  biweekh'  except  scmimontlJ>-  in  June  and  July,  with  an  additiona!  issue  the  second  week  of 
Oaober  bv  Forbes  Inc.,  60  Fifth  .Ve.,  New  York,  N.Y.  1 00 1 1 .  Periodicals  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices.  International  Publications  Mail  Agreement 
No.  451029.  GST  #  12576  9513  RF.  POSTMASTER  Send  address  changes  to  Forbes  Subscriber  Senice,  PO.  Box  5471,  Harlan,  lA  51593-0971.  Cop\-right  ©  1997  Forbes  Inc. 
Tide  is  proteaed  through  a  trademark  registered  with  the  U.S.  Patent  Office.  Subscription  rate:  S59.95  a  year. 
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It's  in  the  center  of  Atlantic  City. .  .yet  a  world  apart. 


TReMPAPLAZA 

Hotel  and  Casino  •  Atlantic  City  s  Centerpiece 


Gambling  Problem?  Call  1-800-GAM' 


PRESIDENT  CLIN10N  <Nw   ^^S  X 
YOUR  $600,000  EXEMPTION 

TO  $  1  MILLION. 

BARRY  K/QTE  CAN  EFFECTIVELY 
INCREASE  IT  UP  TO  $20  MILLION! 


WHAT  CLINTON  INCREASED  BY 
$400,000  BARRY  KAYE'S 
INVESTMENT  ALTERNATIVE 
METHOD  CAN  INCREASE  UP 
TO  20  TIMES. 

The  new  Balanced  Budget  tax  bill  President 
Clinton  signed  into  law  increases  your  Gift 
and  Estate  Tax  Exemptions  from  $600 
thousand  each  to  $1  million  each  and,  for 
married  couples,  from  $1.2  million  to  $2 
million,  over  9  years.  By  using  your 
exemptions  during  your  lifetime  to  purchase 
life  insurance,  you  can  increase  their  value 
up  to  ten  times  income  and  estate  tax  free. 
Why  .settle  for  leaving  your  heirs  a 
combined  $2  million  tax  free  when  you 
could  leave  them  up  to  $20  million  tax  free"! 

COMPLEX  ESTATE  PLANS 
AREN'T  NECESSARY  IF  YOU'VE 
INCREASED  YOUR  EXEMPTIONS 
BEYOND  YOUR  ASSETS. 

If  you  use  an  Investment  Alternative 
technique  to  increase  the  $2  million  up  to 
$20  million,  that  $20  million  will  cover  the 
entire  tax  cost  on  the  first  $40  million  of 
your  estate.  Why  pay  no  taxes  on  $2 
million  when  you  can  effectively  pay  no 
tax  on  up  to  $40  million? 

THIS  IS  NOT  TAX  EVASION  OR 
LEGAL  AVOIDANCE. 

Using  Barry  Kaye's  techniques,  the 
government  still  gets  every  dime  it  is  due. 


The  Investment  Alternative  plans  go  to  the 
bottom  line  of  estate  planning  and  the 
insurance  company  effectively  pays  the 
estate  taxes  for  you.  The  government  gets  its 
taxes,  but  at  a  cost  of  as  little  as  ten  cents  on 
the  dollar! 

THIS  IS  NOW  THE  LAW 

The  new  budget  bill  is  now  law,  so  you  can 
begin  taking  advantage  of  these  optimizing 
techniques  immediately.  You'll  never  be 
younger  or  healthier  than  you  are  right  now. 
Do  it  before  you  get  sick  or  die! 


Using  Life  Insurance 
You  Can  Effectively 

Increase  Your 

Exemptions  Many 

Times  Over 

AGE  80t 

Effectively 

Exempts 

AGE  70t 

Effectively 

Exempts 

AGE  60t 

Effectively 

Exempts 

$000,000 

Combined 

Kxemption 

Increase 

$48 
Million 

$8 
Million 

$16 
Million 

$2  Million' 

Combined 

Total 
Kxemptions 

$12 
Million 

$20 
Million 

$40 
Million 

*For  a  married  couple.  Figujes  based  on  individual  exemptions  would  be  half.    tBased  on  current  assumptions  and 
utili/.ing  a  last-to-die,  sui^'ivorship  policy  for  combined  ages  as  indicated. 


Read  All  About  It  In  Barry 
Kaye's  Revolutionary  Book, 
The  Investment  Alternative. 


Barry  Kaye's  bottom-line  methods 
will  change  everything  you  thought 
you  knew  about  diversifying  and 
preserving  your  estate: 

■  35  Concepts  for  Estate  Tax 
Cost  Discounting  and 
Optimizing  Your  Assets 

■  The  Real  Truth  About 
Jacqueline  Kennedy  Onassis' 
Estate  Planning  Disaster 

■  The  Incredible  Techniques  Barry 
shows' Ross  Perot,  Bill  Gates, 
Oprah  Winfrey,  Marvin  Davis, 
and  others  in  the  Forbes  400 

■  The  Myths,  Misconceptions 
And  Misrepresentations  From 
Attorneys  And  The  Media 

■  Why  Investments,  The  Family 
Limited  Partnership  and 
Charitable  Remainder  Trusts 
Can't  Compare 


Call  1-800-343-7424 
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Special 

Introductory  Offer 

The  Investment  Alternative  PLUS 

Barry's  $100.00  3-Hour  Seminar 

Video,  Make  Millions.  Save  Millions, 

A  Total  Value  Of  $132.50  for 

ONLY  $72.50! 


Barry  Kaye  Associates 

1901  Avenue  of  the  Stars  #500 
Los  Angeles.  CA  90067    310-277-9400 


FOR  MORE  INFORMATION,  A  COPY  OF  BARRY  KAYE'S  REPORT 
CLINTON'S  INCREASED  EXEMPTIONS  "  AND/OR  A  CUSTOMIZED  PROPOSAL 

CALL  1-800-DIE-RICH 


THESE  APPOINTMENTS  CAN  CC 


•  New  standard  leather-wrapped  steering  wheel  with  integrated  audio/climate  controls 

•  Heated  exterior  mirrors  with  new  integrated  puddle  lamps  •  MACH  '  AM/FM  CD/cassette 
audio  system  •  Standard  SOHC  V-6  or  optional  V-8  •  Standard  Second  Generation  dual 
airbags'  •  New  easy-open  liftgate  •  SecuriLock  "anti-theft  system 


^S^ 


FORD  EXPLORER  LIMITED 


'Always  wear  your  safety  belt  and  secure  children  in  rear  seat. 


iHERE  THERE  ARE  NO  SCHEDULES. 


HAVE  YOU  DRIVEN  A  FORD  LATELY? 


c^5a^ 


1-800-258-FORD  or  wwwiord.com 
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WITHOUT  THE  RIGHT  COVERAGE,  YOUR  COMPANY  CII 

All  it  takes  is  a  rail  strike,  a  streak  of  bad  weather  or  a  sudden  change  in  an  exchange  rate,  and  your  compa  r 
bottom  line  can  sustain  a  major  injury.  So  businesses  require  a  partner  that  can  anticipate  and  protect  aga's 
multiple  risks  with  innovative  solutions.  AIG  Risk  Finance  is  that  partner.  With  our  financial  resources,  insura'- 
underwriting  and  capital  markets  expertise,  w^e  can  bundle  together  risks  other  financial  institutions  can't  assu 
When  AIG  Risk  Finance  combines  a  company's  financial  and  insurance  risks  into  a  single  program,  the  integr^ 
coverage  can  create  efficiencies  that  might  not  be  realized  using  more  traditional  forms  of  risk  management. 
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Ci  FLAHENED  BY  A  TRAIN  THAT'S  STANDING  STILL. 

a)  For  instance,  our  Commodity- Embedded  Insurance  (COIN)  program  limits  the  earnings  per  share  impact  lor 
fjir  clients  by  joining  traditional  insurance  risks  with  financial  exposures  like  primary  commodities,  Foreign 
ra  mange  and  interest  rate  fluctuations.  AIC  Risk  Finance,  a  division  ot  the  AIG  Companies,  has  access 
man  unparalleled  global  network,  with  operations  in  approximately  130  countries  and  jurisdictions 
fi  irldwide.  And  we  have  top  financial  ratings  to  back  us  up. 
we'll  be  there  to  help  your  business  stay  on  the  right  track. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc..  Oept.  A.  70  Pine  Stieet,  New  York,  NY  10270  www.aig.com 
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154  Spread  the  wealth 

Bob  Beyster  walks  the 
talk  \\'hen  it  comes  to 
gi\'ing  his  workers  a 
bit  of  the  action. 

By  Carolyn  T.  Geer 

158  Capitalist  populists 

To  keep  up,  private  compa- 
nies devise  unique  pay  plans. 

By  Carolyn  T.  Geer 

164  Sweaty  equity 

Aramark's  Joe  Neubauer:  an 
immigrant  rags-to-riches  tale 

By  Phyllis  Berman 
with  John  Gorham 

170  American  original 

Clothier  Spencer  Hays  says 
it's  the  people  who  matter. 

By  William  P.  Barrett 


i80  WaU  Street?  No  way. 

Who  needs  nosy  sharehold- 
ers? Certainly  not  our  top 
500  private  companies. 

Edited  by  Steve  Kichen 
and  Tna  Russo  McCarthy 


270  Kinky 
Kinko's 

"Gigabytes 
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Let  me  count  the  ways 

In  MANY  DECADES  of  observing,  analyzing  and  writing  about  Amer- 
ican business,  I've  learned  there  is  no  single  right  wa\'  to  run  a  com- 
pany. For  many,  public  ownership  is  the  way  to  go  while  others  do 
extremely  \vell  under  private  ownership,  though  they  rarely  get  the 
attention  the  public  companies  do.  In  this  issue  we  chronicle  some 
ot  the  interesting  characters  who  run  private  companies:  Spencer 
Hays,  Joe  Neubauer  and  J.  Robert  Beyster.  They  have  developed 
unique  ways  of  motivating  employees.  Their  tales  run  alongside  a 
list,  unique  to  FoRBES,  of  the  500  largest  private  companies  in  the 
U.S.  Tina  Russo  McCarthy  has  been  working  on  this  list  since  she 
joined  Forbes  in  1985;  the  list  gets  better  every  year. 

By  our  enemies  shall  you  know  us 

Things  haven't  gone  well  lately  for  Boris  Berezovsky,  the  ruthless 
Russian  capitalist  who  received  less  than  laudatory  treatment  in  our 
Dec.  30, 1996  edition  ("Godfather  of  the  Kremlin?"  p.  90).  First,  on 
Oct.  22  a  London  court  stayed  his  defamation  suit  against  this  mag- 
azine. Two  weeks  later  Boris  Yeltsin  fired  Berezovsky'  fi"om  his  pow- 
erful position  as  deputy  head  of  the  Security  Council.  On  page  148 
Paul  Klebnikov  introduces  Russian  banking  magnate  Vladimir 
Potanin  to  American  readers  and  explains  how  Potanin  bested  his 
archrival  Berezovsky  in  recent  dealings. 

Context  and  trust 

Though  raised  in  New  Jersey,  not  far  fi-om  New  York  City,  Lewis 
D'Vorkin  traveled  all  the  way  to  the  University  of  Iowa  to  earn  his 
degree  in  economics  and  journalism.  Why  so  far?  "I  knew  there  was 
more  to  this  country  than  the  East  Coast,"  he  says,  "and  I  wanted  to 
experience  some  of  it."  Lew  has  been 
on  a  voyage  of  journalistic  discovery 
ever  since.  After  editing  the  Daily 
lowan  in  1974,  he  landed  on  the  ap- 
Dow  Jones  wire,  where  he  wrote  two- 
line  summaries  of  the  day's  news. 
From  there  his  itinerary  led  to  the 
New  Tork  Times,  Newsweek,  the  Wall 
Street  Journal  and  to  Ziff-Davis,  where 
he  helped  this  pioneer  of  computer 
journalism  figure  out  how  to  make  a 
technical  subject  understandable  to  a 
broad  audience.  Along  the  way  Lew 
dabbled  in  TV,  the  Internet  and  an 
entrepreneurial  venture. 

Last  December  Lew,  now  45,  brought  this  depth  of  experience  to 
Forbes,  where  he  has  been  playing  a  prominent  role  in,  among  other 
things,  sharpening  our  presentation  and  packaging.  In  October  we 
recognized  his  contribution  by  appointing  him  Executive  Editor.  At 
a  time  when  many  people  think  print  is  dead,  Lew,  drawing  on  his 
experience  in  electronic  journalism,  disagrees.  "Print  can  supply  two 
things  the  Internet  cannot,"  he  likes  to  say.  "Context  and  trust." 

That's  what  we  will  strive  to  deliver:  context  and  trust. 
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Introducing  a  lexus  for  those 
o've  never  seen  themselves  in  a  lexus 


It's  not  for  everyone.  Just  those  who  demand  exuberant  performance.  (The  fastest  luxury  sedan  in  its  class.*)  Advanced 
engineering.  (An  all-aluminum,  290-horsepower,  32- valve  V8  with  continuous  Variable  Valve  Timing  with  intelligence.)  And 
a  little  bit  of  fun.  (A  recalibrated  steering  system  that  provides  exceptional  "road- feel.")  In  other  words,  everything  you've 
been  looking  for  in  a  prestige  luxury  sedan.  The  new  1998  LS  400.  When  was  the  last  time  you  felt  this  connected  to  a  car? 

©/997  l.rxtis,  A  niiisittn  OfTnyolo  Motor  Snirs,  I'.S.A.,  Inc.  I.fxjis  r^mittdx  yoit  lo  ii>enr  snlhellx^  sfcurr  chiltirrn  in  rear  seal  and  ohry  all  speett  /nns. 
'Based  im  0-60  mph  arreleralion  times  for  prestige  ItLxury  V8  sedans.  For  more  injormation,  ronnecl  to  wu-u^Jextts.com  or  ctill  ROO-I  SA  I.EXl  S  lSfUhS72:i.'i')ftl. 
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Viacom's  Sumner 

Redstone 

"Great  successes  are 

built  on  taking  the 

negatives  in  your  life 

and  turning  them 

around." 


Play.  Pause.  Eject.^ 

Is  Viacom  Chief  Sumner  Redstone 
getting  ready  to  throw  in  the  towel 
on  his  beleaguered  Blockbuster  video 
unit?  Previous  rumors  to  that  effect 
haven't  played  out,  but  there's  con- 
cern at  Viacom  about  reducing  the 
company's  $8  billion  debt  load. 

Though  revenues  were  up  12%  at 
Viacom  for  the  latest  quarter,  profits 
from  continuing  operations  were 
down  83%,  thanks  in  large  part  to 
continuing  losses  at  Blockbuster. 

Redstone  just  wrapped  up  a  deal  to 
sell  half  of  USA  Networks  to  Seagram 
for  $1.7  billion.  The  money  is  going 
toward  reducing  Viacom's  debt,  but 
investors  yawned:  Viacom's  stock  still 
hasn't  budged  from  the  low  30s. 

The  logic  for  dirowing  Blockbuster 
to  the  wolves  turns  on  a  recent  major 
commitment  by  Viacom's  Paramount 
film  subsidiary  to  embrace  Divx,  a 
new  home  video  format  for  digital 
videodisks. 

The  format  requires  users  to  buy 
an  encoded  disk  for  about  $5.  After 
that,  it's  a  pay-per-view  deal.  Your 
disk  player  is  hooked  up  to  a  phone 
line;  you  can't  watch  the  film  without 
dialing  in.  After  a  48 -hour  viewing 
period,  you  get  charged  for  subse- 
quent screenings. 

If  the  system  catches  on,  people 
will  be  less  likely  to  buy  tapes,  and  it 
will  cut  into  rentals.  Advanced  an 
estimated  $20  million  by  the  format's 
creators.  Paramount  has  already  start- 
ed licensing  films  for  production  in 
the  DivTc  format. 
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"Great  successes  are  built  on  taking 
the  negatives  in  your  life  and  turning 
them  around,"  Redstone  once  told 
Forbes  (Oct.  17,  1994).  Heave-ho. 

Good  night,  Vietnam 

The  LAST  TIME  we  looked  at  Viet- 
nam's economic  prospects,  we  con- 
cluded that  the  country  showed  signs 
of  becoming  another  Asian  success 
story,  provided  its  Communist  elite 
could  get  out  of  the  way  of  private 
entrepreneurs  (Mar.  25,  1996). 

They  didn't  get  out  of  the  way. 
Then  came  Asia's  market  meltdown. 
Vietnam's  exposure  was  relatively 
small — it  lacks  both  a  stock  market 
and  a  fully  convertible  currency — but 
there's  plent)'  of  collateral  damage. 

Among  the  biggest  problems  is  the 
value  of  the  dong,  the  national  cur- 
rency. Across  the  region,  Asia's  cur- 
rencies are  now  trading  anwhere 
from  20%  to  40%  cheaper  against  the 
dollar — great  for  stimulating  much- 
needed  exports.  In  contrast,  Viet- 
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n  experienced  guide  on  the  road  to  wealth. 
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'f  wealth  is  a  destination,  one  firm  is  uniquely  capable  of  helping  its  clients  make  the  journey. 
That  company  is  U.S.  Trust.  Since  1853,  we  have  displayed  a  consistent  ability  to  help  clients  build 
their  iissets.  As  a  result,  U.S.  Tnist  is  one  of  America's  premier  weiUdi  management  firms. 

U.S.  Trust's  seasoned  professionals  offer  comprehensive  wealth  management  services,  beginning 
with  a  proven  investment  process.  We  provide  numerous  tax- intelligent  investment  options, 
including  domestic  and  international  equities,  taxable  and  tax-exempt  bonds  and  \enture  capiarl 
opportunities.  Of  course,  true  wealth  management  encompasses  more  than  prudent  investing.  So 
we  also  provide  an  array  of  sophisticated  services,  including  private  banking  and  financial,  estate 
and  retirement  planning. 

For  detailed  information  regarding  our  ability  to  help  build  and  manage  your  wealth,  call 
Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or  visit  wwvv.ustrust.com. 
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namese  bureaucrats  allowed  the  dong 
exchange  rate  to  fall  by  a  stingy  15%. 

"There's  a  real  reluctance  to  create 
a  friendly  investment  climate,"  says 
Harvard  economics  professor  Dwight 
Perkins.  Big  business  agrees.  In  April 
Chrysler  scrapped  its  plans  to  build 
an  auto  plant  in  the  country.  Applica- 
tions for  foreign  investment  permits 
have  dropped  80%  from  last  year. 
And  for  the  first  time  in  a  decade,  for- 
eign investment  has  fallen,  down  25% 
to  $2.9  billion. 

For  Western  investors  the  logic  is 
clear:  If  Indonesia  is  iffy,  Vietnam  is 
downright  scary.        -Justin  Doebele 

Nobody's  perfect 

The  Good  Book  has  little  to  say 
about  the  ethics  of  stock  trading.  So 
maybe  Sam  Moore  should  be  forgiv- 
en. The  chief  executive  officer  of  the 
world's  largest  Bible  publisher, 
Thomas  Nelson,  Inc.,  Moore  just 
forked  over  $50,000  to  settle  charges 
that  he  manipulated  his  company's 
stock  in  July  1995. 

We  detailed  Moore's  first  brush 
with  the  devil,  involving  an  unsuc- 
cessful diversification  plan,  six  years 
ago  (Au^.  19,  1991).  But  this  latest 
revelation  is  a  bit  dicier.  According  to 
the  SEC,  Moore  bought  7,000  shares 
of  Thomas  Nelson  through  his  sister's 
account  a  day  before  the  company's 
secondary  pubUc  offering.  His  orders, 
which  he  started  placing  1 5  minutes 
before  the  market  closed,  nudged  the 
stock  up  one-eighth  of  a  point.  When 
investors  bought  the  new  shares  the 
next  morning,  they  paid  12.5  cents 
more  per  share,  netting  the  company 
an  additional  $359,375. 

A  wary  investigator  at  the  New 
York  Stock  Exchange  noticed  the 
unusual  last-minute  movements  in 
the  stock  and  tipped  off  the  sec, 
which  concluded  that  Moore  had 
violated  a  number  of  securities  trad- 
ing laws. 

Though  the  company  volunteered 
to  pay  back  its  ill-gotten  gains  plus 
interest  to  investors  in  the  offering. 
Its  board  took  no  disciplinary  action 
against  Moore.  Explains  company 
Chief  Financial  Officer  Joe  Powers: 
"There's  only  one  person  who's  been 
perfect  in  this  world,  and  that's 
Jesus."  -Daniel  Roth    ■■ 
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ON  MY  MIND 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  DY  KATARZYNA  MORENO 

The  fii'st  job 

By  Katherine  Bruce 

"I  learn  a  lot  from  the  executives 
in  this  column,"  E-mails  23-year- 
old  reader  Kathryn  Beaumont, 
"but  I  always  think:  How  did  he 
or  she  get  there?  Could  you  ask 
these  people  what  their  first  jobs 
were?  Your  younger  readers 
might  be  inspired." 

Sure  we  can.  Here  is  what 
eight  executives  told  us  about 
their  beginnings: 


^'I  learned 
at  6  years  old 
not  to  get 
into  a 
seasonal 
business." 


Henry  Ross  Perot, 
Perot  Systems  Corp. 


John  Richard  Simplot 

Founder  and  Chairman  Emeritus 
J.R.  Simplot  Co. 

I  got  into  a  little  argument  with  my  dad 
when  I  was  14.  I  wanted  to  go  to  a  basket- 
ball game,  and  he  said,  "You're  not  going," 
and  I  said,  "I'm  going,"  and  I  never  went 
back  home  again.  I  drove  my  old  Ford  up  to 
the  hotel  in  Declo,  Idaho  and  got  me  a  room 
and  board  for  a  buck  a  day.  My  first  job  was 
with  Bob  Tetz,  a  potato  man.  I  went  to 
work  on  a  potato  sorter.  I  think  I  got  paid 
$2.50  a  day. 

I  started  from  scratch  in  the  potato  busi- 
ness, and  I  never  got  out  of  the  eighth  grade. 
But  these  days,  there  are  very  few  new  things 
to  get  at,  unless  you  can  get  a  patent  or  some- 
thing that's  awesome.  To  get  into  business 
today,  it's  expensive. 

Leonard  Lauder 

Chairman 
Estee  Lauder 

My  first  job,  when  I  really  got  paid,  was  when 
I  joined  the  United  States  Navy.  I  was  always 
a  pretty  smart  kid  at  school,  always  at  the  top 
of  my  class.  So  when  I  went  to  the  U.S.  Navy 
Officer  Candidate  School  in  Newport,  R.I.,  I 
was  determined  to  be  at  the  top.  Suddenly, 
instead  of  people  from  the  East  Coast,  I  had 
people  from  San  Antonio,  Chicago,  and  they 
were  all  really  smart.  I  was  not  able  to  get 
near  the  top  of  my  class  even  though  I  tried 
and  tried  and  tried. 


I  realized  that  the  world  was  full  of  people 
who  were  a  lot  smarter  than  me.  I  determined 
that  when  I  left  the  Navy  and  started  my  own 
business,  I  was  going  to  find  and  hire  people 
who  were  smarter  than  I  was.  That's  been  my 
mission  since  then. 

JohnlHi 

Cofounder  and  President 
Kingston  Technology  Co. 

In  the  1960s  I  was  living  in  Germany,  and  one 
summer  I  was  visiting  my  sister,  who  lived  in 
Concord,  Mass.  My  sister  suggested  that  I  get 
a  job.  I  was  shocked  about  how  casually  she 
suggested  it,  because  in  Germany  the  system 
was  that  you  couldn't  get  a  job,  even  as  a 
waiter,  without  being  trained  in  an  apprentice- 
ship, passing  an  exam,  getting  a  certificate.... 

She  took  me  to  a  Howard  Johnson's  motel, 
and  I  walked  in  and  said  in  my  broken  English 
that  I  was  looking  for  a  job.  Then  the  chef 
came  out  and  looked  at  me  and  asked  me 
what  country  I  was  from,  and  I  said  I  was 
originally  from  China.  He  said,  "Oh,  I  have  a 
lot  of  Chinese  friends  and  they're  all  good 
cooks.  Can  you  cook.^"  I  said  yes.  And  he  said 
"Okay,  you've  got  a  job." 

That  was  incredible.  What  did  I  have  to 
cook?  He  said,  "Don't  worry  about  it;  tomor- 
row, come  in."  I  was  like — wow — what  a  great 
system!  They  trust  me.  I  don't  even  belong 
here,  I  dcn't  even  speak  the  language.  But 
that  was  my  first  experience  working  in  Amer- 
ica. And  from  there  it  proved  to  me  that  what 
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To  learn  more,  call  800-843-2515  or 
visit  us  at  www.mltsubishielectriccom 


ON  MY  MIND 


"When 
you  are  a 
weatherman 
in  a  town 
that  often 
has  had 
weather,  you 
learn  how  to 
give  people 
had  news." 


Robert  A,  Iger, 
President, 
ABC  Inc. 


I  really  wanted  to  do  is  to  come  and  live  here. 
I  wanted  to  make  it  here. 

Henry  Ross  Perot 

Founder 

Perot  Systems  Corp. 

At  6  years  old  my  first  job  was  selling  Christ- 
mas cards  during  the  Christmas  season.  I  was 
only  paid  based  on  what  I  did.  I  can  remem- 
ber it  was  a  great  business  until  the  Christmas 
season  was  over. 

Years  later  I  was  riding  up  on  a  chairlifi:  at 
Vail,  Colo.,  and  tlie  owner  of  [the  ski  area] 
turned  to  me  and  said,  "Would  you  like  to 
buy  Vail.^"  and  I  said,  "It's  a  beautiful  place 
but  I'm  not  interested."  And  he  laughed  and 
said,  "It  didn't  take  you  long  to  say  no.  Why 
are  you  saying  no?"  and  I  said  I  learned  at  6 
years  old  not  to  get  into  a  seasonal  business. 

Robert  A.  Iger 

President 
ABC  Inc. 

My  first  job  was  as  a  weatherman  for  a  very 
small  television  station  in  Ithaca,  N.Y.  When 
you're  a  weatlierman  in  a  town  that  oft:en  has 
bad  weather,  you  learn  very  quickly  how  to 
give  people  bad  news. 

And  over  the  years  I've  been  ofiien  told  that 
I  give  bad  news  better  than  anybody  else. 
People  walk  out  of  here  after  they  get  bad 
news,  either  thinking  that  they've  been  given 
good  news  or  not  feeling  nearly  as  bad  as  they 
should. 

Glen  Taylor 

Chairman  and  Chief  Executive  Officer 
Taylor  Corp,  (printing) 

Three  days  after  getting  out  of  high  school  I 
walked  into  Carlson  Wedding  Services  and 
applied  for  a  job.  I  thought  it  was  a  dress 
shop,  but  actually  it  was  a  printing  place. 

I  worked  on  a  little  press  because  nobody 
else  wanted  to  do  it.  I  looked  at  that  press 
and,  probably  due  to  my  farm  background, 
decided  we  could  work  it  a  lot  faster  if  we 
made  some  jigs.  So  afiier  two  weeks  on  that 
machine  Mr.  Carlson  noticed  that  I  was  print- 
ing twice  as  fast  as  anybody  had  ever  done  in 
the  history  of  that  business. 

Then  the  stock  boy  wanted  to  go  on  vaca- 
tion for  two  weeks.  I'd  never  heard  of  going 
on  vacation  for  two  weeks.  I  did  his  job  while 
he  was  gone  and  realized  how  messed  up  and 
illogical  the  inventory  was.  So  I  relaid  out  the 
shelves  and  straightened  out  procedures. 

When  I  graduated  in  1962  Mr.  Carlson 
asked  me  to  stay  on  with  him.  I  got  a  deal 
with  him  to  buy  a  minority  interest,  and  then 
in  1975  I  completely  bought  him  out. 


Michael  R.  Quinlan 

Chairman  and  Chief  Executive  Officer 
McDonald's  Corp. 

At  age  18  1  was  broke,  so  I  started  as  a  part- 
time  mailroom  clerk  at  McDonald's  at  $2  an 
hour.  Sometimes  I  would  read  the  mail,  and  it 
was  just  a  real  education  for  me.  I  carried  mail 
in  and  out  of  the  offices  of  many  important 
people  and  learned  about  hamburgers  and 
operations  and  real  estate  development  and 
how  buildings  go  up  and  a  litde  bit  about 
purchasing.  All  that  just  by  being  around 
people  and  listening.  After  the  mailroom  I 
moved  to  the  stockroom  and  then  on  to  the 
purchasing  end  and  up  and  up  over  the  next 
34  years. 

No  matter  what  job  you  do  as  a  first  job,  as 
long  as  you  keep  your  eyes  and  ears  open,  the 
opportunities  are  limidess. 

Soon-Taek  Kim 

Chief  Executive 
AST  Computer  % 

I  started  out  in 
Korea,  working  in 
the  accounting 
department  at  a  unit 
of  the  Samsung 
Group.  I  was  in  charge 
of  reporting  sales  tax  results  to  the  local  tax 
office.  On  deadline  day  the  tax  officials  kept 
calling  to  check  when  the  results  would  be 
sent  over.  I  suppose  I  still  had  a  bit  of  youth- 
ful arrogance,  being  an  employee  of  the 
biggest  taxpayer  in  town,  and  I  told  them  that 
the  official  deadline  was  5  p.m.  and  they 
should  wait  until  5  p.m.  before  calHng.  Well,  I 
got  caught  up  with  other  work,  and  didn't  get 
the  results  in  to  the  office  until  about  5:10. 
Usually,  they  would  overlook  such  a  minor 
thing,  but  they  were  mad  at  me,  and  gave  me 
a  hard  time,  threatening  to  add  a  penalty  of 
10%  to  the  amount  we  had  to  pay.  Ten  per- 
cent! I  would  have  been  fired  right  away! 

Luckily  my  boss  stepped  in  and  soothed  the 
tax  officers.  But  afi:er wards  my  boss  came  to 
me  and  said,  "Remember,  your  customers  are 
not  just  people  you  sell  things  to.  Every 
person  you  deal  with  is  a  customer."  I  never 
forgot  that  lesson.  ^M 


Whafs  on  youi*  mind^ 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.coni. 
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Risk  Advisor 

of  the  Year 

1996  &  1997 


At  Bankers  Trust  we  use  risk  management 
to  identify  potential  fires  before  they 
start.  However,  we  not  only  look  at  risk 
management  as  a  means  to  mitigate  risk, 
but  also  as  an  opportunity  to  create  value. 
While  we  are  "fireproofing"  your  firm,  we 
are  also  looking  for  ways  to  make  it  perform 
better.  Bankers  Trust  pioneered  the  concept 
of  risk  management  and  continues  to  set  the  standard,  making  us 
uniquely  qualified  to  tailor  risk  management  solutions  for  your 
business.  For  this  reason,  Euromoney  has  named  us  "Risk  Advisor 
of  the  Year"  for  two  years  running.  For  answers  to  your  own  risk 
management  issues  and  opportunities,  we  invite  you  to  call  Kevin 
Ferrell  at  212-250-4773  or  our  offices  below. 
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Reag 


an  reiisionism 


Sir:  Re  "How 
Reagan  reelected 
Clinton"  (Nov.  3, 
p.  118).  Clinton, 
after  die  usual  liber- 
al nonsense,  did 
what  George  Bush 
should  have  done: 
He  left  the  econo- 
my alone.  He  pulled 
this  off  because,  unHke  Reagan,  an 
average  actor  but  a  great  president, 
Clinton  is  an  average  president  but  a 
great  actor. 
-Brett  Kottmann 
Centerville,  Ohio 

Sir:  If  Clinton  is  a  disciple  of  Reagan, 
as  you  maintain,  why  do  you  oppose 
him  at  every  opportunit)^^ 
-Harry  S.  Gross 
Jenkintown,  Pa. 

Sir:  After  being  spoon-fed  the  glories 
of  Clinton  by  the  media,  it's  nice  to 
see  credit  given  to  the  man  who  de- 
serves it.  I  didn't  like  Reagan  during 
his  presidency,  but  I  was  young  then, 
with  a  mind  full  of  mush. 
-Andrew  Valadez 
Houston,  Tex. 

Sir:  Reagan  swept  away  the  Ameri- 
can   dream,    a    grisly    joke    [that 
reflects]  his  philosophy:  Take  care  of 
yourself  only. 
-Christos  G.  Tzelios 
Astoria,  N.T. 

Nafta  is  crap 

Sir:  Re  "Made  in  Mexico"  (Nov.  3, 
p.  300).  Let  me  see  if  I  have  this 
right.  Mexicans  get  paid  $5.25  a  day, 
and  after  paying  taxes,  food  and  rent 
use  their  "loose  change,"  as  you  put 
it,  to  buy  "sophisticated  products 
made  in  the  U.S."  If  life's  that  good 
at  $5.25  a  day,  we  should  all  go 
work  there. 
-Tom  O'Brien 
Bradenton,  Fla. 

When  heirs  quarrel 

Sir:  Re  "Gra\y  boat  diplomacy" 
(Oct.  20,  p.  306).  I'm  surprised  you 
didn't  mention  private  auctions  as  a 
way  of  distributing  disputed  items 


after  a  death.  All  items  not  be- 
queathed are  auctioned  off  to  the 
highest  bidder,  with  only  heirs 
allowed  to  bid.  It's  the  only  way  real- 
ly to  establish  the  relative  value  an 
heir  would  place  on  an  object. 
Proceeds  go  the  estate  to  be  distrib- 
uted with  other  cash. 
-Kenneth  J.  Schmidt 
Durand,  Wis. 

Marriott  checks  in 

Sir:  Re  "Hard  bargainers"  (Sept.  22, 
p.  136).  Host  Marriott  has  always 
taken  great  pride  in  its  relationship 
with  its  hmited  partners.  Whenever 
there  is  a  conflict  of  interest  (or  the 
potential  for  a  conflict),  outside 
counsel  and  experts  are  engaged  to 
represent  the  best  interest  of  the 
partners.  At  no  time  have  we  initiat- 
ed a  tender  without  outside  counsel 
review  and  a  third-party  fairness 
opinion. 

-Christopher  G.  Townsend 
General  Counsel 
Host  Marriott  Corp. 
Bethesda,  Md. 

Ibyota's  billionaire  partner 

Sir:  Re  "The  Forbes  Four  Hundred" 
(Oct.  13,  p.  249).  I  was  shocked  that 
you  included  [in  a  profile  of  wealthy 
Toyota  car  distributor  James  Moran] 
an    unattributed    quote,    "Toyota 
would  love   to   get   that  contract 
back."  Every  time  his  agreement  has 
been  up  for  renewal,  it  has  been 
renewed  without  debate.  Whoever 
you  quoted  was  either  misinformed 
or  malicious. 
-Yale  Gieszl 
Executive  Vice  President 
Toyota  Motor  Sales,  USA 
Torrance,  Calif. 

It's  warmer.  So  what.^ 

Sir:  Re  "Bill  and  Al's  global  warm- 
ing circus"  (Nov.  3,  p.  346).  I've 
been  told  by  the  popular  media  that 
atom  bombs,  sonic  booms  and 
power  plants  change  the  weather.  I 
reach  a  different  conclusion,  how- 
ever, from  scientific  papers  I  read 
and  review. 

We  are  far  from  understanding  the 
dynamic  interaction  of  particles  and 


gases  emitted  from  the  surface  of  the 
earth  and  cannot  assess  their  net 
influence  on  the  atmosphere.  We  can 
have  interesting  academic  argu- 
ments, but  let's  not  bet  the  bank  on 
any  of  them. 
-Austin  W.  Hogan 
Coeditor 

Atmospheric  Research 
Piermont,  N.H. 

Sir:  The  earth  has  been  going 
through  a  warming  cycle  for  10,000 
years,  since  the  last  Ice  Age.  It's  too 
bad  \\c  have  to  wait  for  another  one 
to  confound  these  con  artists. 
-Richard  F.  Barrett 
San  Jose,  Calif. 

Bully  for  bonds 

Sir:   Re   "The  dreaded  D  word" 
(Nov.  17,  p.  42).  You  have  hit  a 
bull's-eye.  Japanese  and  Taiwanese 
investors,  exposed  to  the  problems 
of  deflation  prior  to  the  recent  crash, 
had  been  searching  in  Southeast  Asia 
to  maintain  the  high  returns  of  their 
Asian  Miracle  eras.  Now  we're  get- 
ting swamped  with  requests  for  U.S. 
bond  information. 
-S.  B.\RRET  DOLPH 
President 
White  Horse 
Enterprises 
Taipei,  Taiwan 


Wrong  guys, 
Forbes 

Sir:      Re      "They're 
baaack!"  (FoUow-Through,  Oct.  20, 
p.  16).  Thousand  Trails  isn't  con- 
nected to  Trendwest  Resorts.  We 
share  neither  directors  nor  a  presi- 
dent, and  we  do  not  deserve  to  be  in 
an  article  on  Trendwest  advising 
investors  to  "Be  careful." 
-WlLLL\M  J.  Sh.\w 
Chief  Executive  Officer 
Thousand  Trails,  Inc. 
Dallas,  Tex. 

We  should  have  made  it  clear  that  we 
were  referring  to  officers  and  directors 
at  Thousand  Trails  before  it  was  sold  to 
its  current  owner  in  1991.  -Ed.     ^ 


For  more  letters  point  your  browser 
to  www.forbes.coin/readers. 
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MOVADQ 


Vizio  Chronograph. 

Solid  stainless  steel. 
Stopwatch.  Push-button 
deployment.  Sapphire 
crystal.  Water  resistant 
to  50  meters. 


REUSSILLES,  INC. 

Red  Bank,  NJ,  908-741-5800 

DEJAUN  JEWELERS 

Sherman  Oaks  818-783-3960 

MOVADO 
ROCKEFELLER  CENTER 

5th  Ave/51  st.N.Y.C. 
1  -800-366-8236 

For  a  free  Vizio  brochure, 

call  toll  free:  1 -888-8MOVADO. 

httpv'/www.vizio.com 
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THE  WORLD  WIDE  WEB 


IS  HERE  TO  STAY. 


WOULD  YOU  RATHER  BE 


THE  SPIDER  OR  THE  FLY? 


More  and  more  CPAs  have  the  needs.  Even  provide  Internet  solu- 

expertise  to  help  you  merge  a  tions.  And  that  can  put  you  in  the 

solid  business  plan  with  todays  perfect  position  to  capture  new 


ne'w  technologies.  To  revie'w 
software  and  hardware  (  C      W L\ 


)usiness. 
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u  see  numoers. 


We 


see  opportunities. 


THE  CPA.  NEVER  UNDERESTIMATE  THE  VALUE 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


NOT  OUT  OF  THE  WOODS  YET 

Hong  Kong  is  defending  its  dollar,  but  the  currency  continue  their  mild  deflation  of  credit, 
infection   that   began  last  July  in  Thailand   has   not         We  should  cut  interest  rates.  And  we  should  rein 

been  stopped.  Brazil  and  other  countries  are  under  in  the  runaway  IMF,  pointing  instead  to  Hong  Kong's 

assault.  The  International  Monetary  Fund  continues  to  currency  board  as  one  way  to  stabilize  a  state's  money, 

spread  its  poisons  of  austerity  and  devaluation.  The  We  should  urge  tax  reductions,  not  increases,  in  these 

Clinton    Administration    and    the    Federal    Reserve  countries. 

IRAQ 

Saddam  Hussein  thinks  he  has  taken  President  Clinton's  tigators  when  they  get  too  close  to  one  of  Saddam's  taboo 

measure.  Last  year  he  brazenly  sent  troops  into  the  sup-  facilities  until  its  stockpiles  can  be  safely  moved  elsewhere, 
posed  safe  zones,  where  Iraqi  Kurds  were  being  protected         The  U.S.  has  consistently  underestimated  and  misread 

against  Saddam's  depredations,  murdering  all  identifiable  this  cunning  mass  murderer.  Nearly  tuo  decades  ago  the 

opponents.  The  White  House  response:  blather,  followed  State  Department's  spin  was  that  Saddam  was  a  moder- 

by  a  token  bombing  raid  that  turned  out  to  be  any-  ate.  Months  later  Iraq  invaded  Iran,  setting  off  eight  years 


thing  but  a  lesson- 
dealing  blow. 

Iraq's  blood- 
thirsty dictator  is 
developing  poison 
gases  and  lethal 
anthrax  and  other 


WhUeDiphnuds  Talk,  Iraq  b  Said  to  Hide  AmnEvklence 


-New  York  Times 


of  World  War  I- 
stN'le  bloodletting. 
No  sooner  did 
that  conflict  end 
than  we  put  on 
our  myopic  glass- 
es again.  Our  re- 


biological  weapons.  He  is  squirreling  away  a  growing  number  ward?  Saddam  grabbed  Kuwait, 

of  missiles.  He  is  pushing  ahead  with  a  nuclear  program.  The  This  incorrigible  criminal  is  not  producing  his  ghastly 

Butcher  of  Baghdad  figures  he  can't  lose.  If  the  U.S.  carries  weapons  for  the  ftm  of  it.  He  will  use  diem  to  intimidate  his 

out  pinprick  raids,  Saddam  will  have  his  justification  for  bar-  neighbors,  including  Kuwait  and  Saudi  Arabia.  If  his  ambi- 

ring  any  more  U.N.  inspectors.  If  Clinton  settles  for  direats  tions  are  blocked,  he  will  not  be  shy  about  lobbing  anthrax- 

of  "tightening"  sanctions,  Iraq  will  know  it  can  block  inves-  laden  missiles  on,  say,  Tel  Aviv.  More  trouble  Ues  ahead. 


CALIFORNIA 

CA1.IFORNIA  VOTERS  next  June  will  likely  have  the  oppor- 
tunity to  enact  genuine  campaign  finance  reform.  The 
Campaign  Reform  Initiative  would  prohibit  employers 
and  unions  from  automatically  deducting  money  from 
employee  paychecks  to  pay  for  political  activities. 

Unions  have  routinely  used  a  large  part  of  membership 
dues  to  play  politics  and  have  done  so  without  the  permis- 
sion of  individual  members.  This  initiative  would  change 
that.  On  passage,  unions  could  not  use  any  portion  of  a 


TEA  PARTY 

member's  dues  or  nonunion  employee's  fees  for  political 
activities  without  annual  written  authorit\^  fi-om  that  person. 
Last  year  the  AFL-CIO  spent  tens  of  millions  of  dollars 
trying  to  win  Congress  for  the  Democrats,  even  though  30% 
to  40%  of  union  members  vote  Republican.  Such  taxation 
without  representation  would  end  in  California  if  this  mea- 
sure is  passed.  Thomas  Jefferson  had  it  right:  "To  compel  a 
man  to  fiimish  contributions  of  money  for  the  propagation 
of  opinions  which  he  disbelieves  is  sinftil  and  t>Tannical." 


ANOTHER  POSSIBLE  BALLOT  INITIATIVE 

in  California  next  June  would  strike  a  positive  blow  for  edu-  unless  a  parent  requests  otherwise.  There  would  be  intcn- 
cation  reform.  Dubbed  English  for  the  Children,  this  mea-  sive  immersion  prograins  for  children  not  fluent  in  English, 
sure  would  require  schoolchildren  to  be  taught  in  English         Bilingual  education  programs  have  been  a  fiasco,  too 
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often  severely  hindering  kids  from  learning  English,  need  for  their  youngsters  to  master  this  language,  even  if 

Latino  parents  are  increasingly  outraged  that  their  chil-  it  is  not  spoken  at  home.  It  is  a  critical  tool  for  opportu- 

dren  are  being  hobbled  like  this.  They  understand  the  nity  in  the  U.S. 

CHOICE  MOVE 

Two  NOTABLE  BUSINESSMEN,  Ted  Forstmann  and  John  city's  budget).  President  Clinton  and  his  congressional 
Walton,  are  making  a  joint  charitable  contribution  that  Democrats  are  fiercely  resisting  the  plan.  Aided  by  a  hand- 
should  put  the  White  House  and  Congress  to  shame,  ful  of  Republicans,  they  will  Ukely  prevail  in  depriving 
They  are  donating  a  total  of  $6 


mil- 
lion to  provide  1,000  private  school 
scholarships  to  low-income  Wash- 
ington, D.C.  families.  The  public 
school  system  of  our  nation's  capital  is 
a  disgrace,  riddled  with  crime,  drugs 
and  dilapidated  buildings.  Most 
important,  a  majority  of  the  kids 
come  out  poorly  educated. 

To  give  some  of  the  District's 
youngsters  a  lifeline,  congressional 
Republicans  have  proposed  providing 
scholarships  to  send  2,000  kids  from 
low-income  families  to  any  school  of  their  parents'  choice 
(the  federal  government  finances  a  goodly  portion  of  the 


Forstmann  announcing  scholarships  gift: 

Giving  deprived  D.C.  kids  tools  to  succeed. 


these  young  people  of  a  chance  for  a 
better  life. 

While  never  hesitating  to  attack 
alleged  private-sector  monopolies, 
the  Clinton  Administration  defends 
government  monopolies — even  when 
they  are  patentiy  failing,  as  is  happen- 
ing with  the  D.C.  school  system. 

In  addition  to  Forstmann  and  Wal- 
ton, there  are  other  civic-minded 
entrepreneurs  funding  a  growing 
number  of  scholarship  programs  in 
New  York,  Milwaukee,  Atlanta  and 

elsewhere.  But  the  private  sector  can't  do  it  alone. 

Parental  school  choice  is  a  necessity. 


TALE  OF  A  GOOD  MAN 

James  Michener's  extraordinary  storytelling  tal-  ing  the  U.S.S.R.'s  efforts  to  thwart  us  with  intense  jam- 
ents  were  justiy  noted  and  celebrated  when  he  died  in  ming  and  other  obstacles.  Michener's  foreign  policy  beliefs 
October.  Michener  had  an  amazing  knack  for  combining  were  more  Trumanesque  than  muddleheaded  Clintonian. 
narrative  with  well -researched  history  that  made   his         Michener  was  no  seat-warmer  on  the  Board.  Invariably 


books    both    entertaining    and 
educational. 

He  was  also  a  man  of  individual 
courage.  I  had  the  privilege  of 
serving  with  him  when  I  chaired 
the  bipartisan  Board  for  Interna- 
tional Broadcasting  that  oversaw 
Radio  Free  Europe  and  Radio  Lib- 
erty. Although  we  agreed  on  litde 
regarding  domestic  politics — he 
was  an  unabashed  Democrat  — 
Michener  was  a  delight  to  work 
with  on  our  shared  cause  of  sus- 
taining and  increasing  a  free  flow 
of  information  into  the  Soviet 
empire  and  its  satellites,  overcom- 


'Wli 
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Board  for  international  Broadcasting  (1988): 

Michener  (seated  far  right)  was  willing  to  take 
political  heat  to  preserve  the  crucial  mission  of 
Radio  Free  Europe  and  Radio  Liberty. 


some  broadcasts  would  uninten- 
tionally arouse  political  storms. 
Michener  never  ran  for  cover, 
instead  saying,  "We  [the  Board 
members]  are  here  to  take  the  heat 
and  the  hits  so  that  the  Radios  can 
continue  to  do  their  job."  He  had 
no  use  for  the  Washington  practice 
of  trying  to  cover  your  behind 
through  well-placed,  self-serving 
whispers  to  reporters  when  the 
going  gets  tough. 

James  Michener  was  a  big  man 
in  more  ways  than  the  one  for 
which  he  was  famous.  And  my  life 
is  richer  for  having  known  him. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 

•  Petrossian — 182  West  58th  St.  (Tel.:  245-2214).  served  with  red  pepper  chumey,  almonds  and  mint);  scallops 
This  place  delivers  the  goods,  but  it  ain't  cheap.  The  caviar  caldin  (scallops  with  green  coriander-chili  sauce);  and  chick- 
is  still  the  best  in  town,  and  the  pate  de  fois  gras  and  assort-  en  tikka  masala  (chunks  of  roasted  chicken  in  a  cream  sauce), 
ment  of  different  smoked  salmon  are  mouthwatering.  @  Restaurant  Two  Two  Two — 222  West  79th  St.  (Tel.: 

•  Gramercy  Tavern— 42  East  20th  St.  (Tel. :  477-  799-0400).  Started  out  as  a  real  find  on  the  Upper  West  Side. 
0777).  Welcoming  country  house  interior.  Creative  and  Towoihouse  setting  is  still  attractive;  service  is  still  attentive, 
delicious  appetizers,  especially  the  ragout  of  sea  urchin,  but  the  prices  have  climbed  along  with  the  pretentiousness. 
Maine  crabmeat  and  potato  puree  with  curry  essence;  and  •  Patria — 250  Park  Ave.  South,  at  20th  St.  (Tel.:  777- 
the  seared  tuna  and  tomato  tart  widi  black  olives  and  basil.  621 1 ).  Creative,  offbeat  Latin  cuisine.  Try  sugarcane  tuna 

•  Dawat — 210  East  58th  St.  (Tel.:  355-7555).  A  verita-  with  coconut  glaze  over  malanga  puree  and  dried  shrimp 
bie  experience  in  overeating.  Try  aloo  tikkis  with  red  salsa;  grilled  escolar  with  roast  quinoa  (a  Peruvian  grain); 
Peshawari  chutney  (potato  cakes  flavored  with  curry  leaf,  and  sweet  corn  empanada  filled  with  bacalao  (codfish).  ^ 
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Ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


r/' 
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IT  COOKS  EVEN  SCARIER 
ON  A  BALANCE  SHEET. 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  worid.  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper. 


'■'^C^Oflv  . 


Johnstc   HKode  Island  02919 
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Whitney 


A  cork. 


A  committee. 


A  protest. 


A  first. 


A  home  air  conditioning  system  that's  efficient,  chlorine-free  and  ozone- 
friendly. 

It's  from  Carrier.  And  it  will  be  a  must  for  new  homes  and  replacement 
systems  as  well. 

It  looks  like  chlorine-free  air  conditioning  —  and  the  whole  climate-control 
industry  —  will  grow  mightily  in  the  years  ahead.  Especially  in  the  emerging  markets 
in  warmer  regions  of  the  world. 

None  of  this  is  a  surprise  to  Carrier,  which  launched  the  air  conditioning 
industry  in  1915,  and  has  been  reinventing  it  right  down  to  this  ozone-saving 
breakthrough. 

Because  today,  being  ozone-friendly  is  cool. 


iS^li^^ 


iannilton    Standard 


UT    Autonnotive 


United 
Technologies 


Otheir  Comments 


Are  We  Surprised? 

Arthur  Gross,  Chief  Information 
Officer  at  the  IRS,  [has  said]  that  the 
IRS  might  fail  to  fix  its  [computer 
changeover  to  the  year  2000]  problem 
and  that  the  consequences  of  such  a 
failure  could  be  a  calamity  for  the  gov- 
ernment and  the  economy.  I  would 
advise  you  to  fine-tune  your  1999  tax 
withholding  so  that  you  won't  be 
waiting  for  a  refiind  check  in  2000. 
-Dr.  Edward  Yardeni,  chief  econo- 
mist, Deutsche  Morgan  Grenfell 

Dues  Don'ts 

Simple  fairness  demands  that  union 
leaders  not  be  permitted  to  exact 
dues  from  members  and  then  divert 
union  resources  to  political  causes 
many  of  those  micmbers  do  not  sup- 
port. The  U.S.  Constitution  protects 
workers  against  such  abuses. 

The  number  of  union  members  who 
would  ask  for  refiinds  probably  would 
increase  substantially  if  members  knew 
that  labor  leaders  were  spending  their 
dues  money  to  fight  tax  cuts  for  work- 
ing families,  welfare  reform  that 
requires  recipients  to  work,  and  a  bal- 
anced budget — all  of  which  rank-and- 
file  members  support  overwhelmingly. 
-Kenneth  R.  Weinstein  and 

August  Stofferahn, 

The  Heritage  Foundation 

Key  to  Success 

Last  year's  survey  by  the  Center 
for  Equal  Opportunity  showed  that 
Latinos  overwhelmingly  rate  learn- 
ing English  as  the  top  educational 
goal  for  their  children,  and  by  four 


to  one  favor  their  children  learning 
English  as  soon  as  possible  rather 
than  learning  Spanish  before  English 
("bilingual  education").  Adult  im- 
migrants are  also  eager  to  learn 
English  (English  courses  are  the  top 
advertiser  on  Spanish-language  TV). 
-English  for  the  Children,  a  proj- 
ect of  One  Nation/One  California 


There  are  so  many  kids  who  need 
a  boost  that  they  aren't  getting, 
the  way  things  are  now.  There's 
nothing  wrong  with  the  kids. 
What's  wrong  is  the  situation  in 
which  they  find  themselves.  We  can 
complain  about  it,  or  people  of 
goodwill  can  step  up  to  the  plate 
and  try  to  do  something  about  it. 
-Ted  Forstmann,  on  his  $3  million 
gift  to  the  Washington  Scholarship 
Fund,  in  the  Washin^fton  Post 

Conservative  Climb 

With  regard  to  balancing  the  bud- 
get and  cutting  discretionary  spend- 
ing. Bill  Clinton  ran  a  more  conserv- 
ative campaign  in  1996  than  George 
Bush  ran  in  1992.  Between  now  and 
the  year  2000  CUnton  is  promising  to 
govern  more  conservatively  than 
Ronald  Reagan  governed.  In  1992 
there  were  56  Democratic  senators. 
Today  there  are  45.  Immediately  after 
the  1992  elections  there  were  259 
Democratic  members  of  the  House. 
Today  there  are  208.  Immediately 
after  the  1992  elections  there  were 
30    Democratic    governors.    Today 
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there  are  only  17 — governing  only 
25%  of  the  American  people.  These 
figures  attest  to  liberalism  in  retreat. 
-George  F.  Will,  speaking  at  a 
Hoover  Institution  dinner 

Power  Trip 

The  Federal  Treasury  will  collect 
and  spend  around  20%  of  Americans' 
incomes  next  year.  If  the  tax  code  were 
simply  designed  to  collect  that  money 
as  efficientiy  as  possible — say,  through 
a  single -rate  income  or  consumption 
tax — tax  collectors  would  still  need 
significant  powers  to  enforce  the  law. 
But  the  tax  code  treats  individual 
Americans  unequally  based  on  the 
amount  of  money  they  make,  the  pro- 
fessions they  choose  to  pursue,  or  the 
decisions  they  make  about  spending  or 
saving  their  earnings.  Those  inequities 
create  room  for  abuse  that  goes  be- 
yond the  coercion  necessary  to  enforce 
a  code  as  simple  as,  say,  the  flat  tax. 
-Rick  Henderson,  Reason 

Chilling 

Experts  believe  that  an  international 
black  market  in  deadly  organisms  has 
developed  and  that  Iraq  may  possess 
engineered,  antibiotic-resistant  strains 
of  anthrax  and  Black  Death,  as  well  as 
botulinum  toxin  and  the  Ebola  virus. 
The  scientific  establishment  should 
speak  up.  American  leaders  should 
tell  the  public  what  they  know  about 
biological  weapons  in  other  coun- 
tries— for  much  is  known  that  has  not 
been  told  to  the  American  people. 
-Richard  Preston,  New  Tork  Times 

Strange  Signs 

Signs  seen  across  the  U.S,: 

■  In  the  window  of  an  Oregon  store: 
Why^o  elsewhere  and  be  cheated  when 
you  can  come  here? 

■  On  a  Tennessee  highway:  When 
this  si^n  is  under  water,  this  road  is 
impassable. 

■  In  the  vestry  of  a  New  England 
church:  Will  the  last  person  to  leave 
please  see  that  the  perpetual  light  is 
extinguished. 

-Michael  Patrl\rco, 
Zum  magazine  IH 
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•arflf^,  4/wmca«  £xprm  is  here  for  you. 


Otheir  Comments 


Are  We  Surprised? 

Arthur  Gross,  Chief  Information 
Officer  at  the  IRS,  [has  said]  that  the 
IRS  might  fail  to  fix  its  [computer 
changeover  to  the  year  2000]  problem 
and  that  the  consequences  of  such  a 
failure  could  be  a  calamity  for  the  gov- 
ernment and  the  economy.  I  would 
advise  you  to  fine-tune  your  1999  tax 
withholding  so  that  you  won't  be 
waiting  for  a  reftmd  check  in  2000. 
-Dr.  Edward  Yardeni,  chief  econo- 
mist, Deutsche  Morgan  Grenfell 

Dues  Don'ts 

Simple  fairness  demands  that  union 
leaders  not  be  permitted  to  exact 
dues  from  members  and  then  divert 
union  resources  to  political  causes 
many  of  those  members  do  not  sup- 
port. The  U.S.  Constitution  protects 
workers  against  such  abuses. 

The  number  of  union  members  who 
would  ask  for  refiinds  probably  would 
increase  substantially  if  members  knew 
that  labor  leaders  were  spending  their 
dues  money  to  fight  tax  cuts  for  work- 
ing families,  welfare  reform  that 
requires  recipients  to  work,  and  a  bal- 
anced budget — all  of  which  rank-and- 
file  members  support  overwhelmingly. 
-Kenneth  R.  Weinstein  and 

August  Stofferahn, 

The  Heritage  Foundation 

Key  to  Success 

Last  year's  survey  by  the  Center 
for  Equal  Opportunity  showed  that 
Latinos  overwhelmingly  rate  learn- 
ing English  as  the  top  educational 
goal  for  their  children,  and  by  four 


;o' 


to  one  favor  their  children  learning 
English  as  soon  as  possible  rather 
than  learning  Spanish  before  English 
("bilingual  education").  Adult  im- 
migrants are  also  eager  to  learn 
English  (English  courses  are  the  top 
advertiser  on  Spanish-language  TV). 
-Engush  for  the  Children,  a  proj- 
ect of  One  Nation/One  California 


There  are  so  many  kids  who  need 
a  boost  that  they  aren't  getting, 
the  way  things  are  now.  There's 
nothing  wrong  with  the  kids. 
What's  wrong  is  the  situation  in 
wliich  they  find  themselves.  We  can 
complain  about  it,  or  people  of 
goodwill  can  step  up  to  the  plate 
and  try  to  do  something  about  it. 
-Ted  Forstmann,  on  his  $3  million 
gift  to  the  Washington  Scholarship 
Fund,  in  the  Washington  Post 

Conservative  Climb 

With  regard  to  balancing  the  bud- 
get and  cutting  discretionary  spend- 
ing. Bill  Clinton  ran  a  more  conserv- 
ative campaign  in  1996  than  George 
Bush  ran  in  1992.  Between  now  and 
the  year  2000  Clinton  is  promising  to 
govern  more  conservatively  than 
Ronald  Reagan  governed.  In  1992 
there  were  56  Democratic  senators. 
Today  there  are  45 .  Immediately  after 
the  1992  elections  there  were  259 
Democratic  members  of  the  House. 
Today  there  are  208.  Immediately 
after  the  1992  elections  there  were 
30    Democratic    governors.    Today 
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there  are  only  17 — governing  only 
25%  of  the  American  people.  These 
figures  attest  to  liberalism  in  retreat. 
-George  F.  Will,  speaking  at  a 
Hoover  Institution  dinner 

Power  TWp 

The  Federal  Treasury  will  collect 
and  spend  around  20%  of  Americans' 
incomes  next  year.  If  the  tax  code  were 
simply  designed  to  collect  that  money 
as  efficientiy  as  possible — say,  through 
a  single -rate  income  or  consumption 
tax — tax  collectors  would  still  need 
significant  powers  to  enforce  the  law. 
But  the  tax  code  treats  individual 
Americans  unequally  based  on  the 
amount  of  money  they  make,  the  pro- 
fessions they  choose  to  pursue,  or  the 
decisions  they  make  about  spending  or 
saving  their  earnings.  Those  inequities 
create  room  for  abuse  that  goes  be- 
yond the  coercion  necessary  to  enforce 
a  code  as  simple  as,  say,  the  flat  tax. 
-Rick  Henderson,  Reason 

Chilling 

Experts  believe  that  an  international 
black  market  in  deadly  organisms  has 
developed  and  that  Iraq  may  possess 
engineered,  antibiotic-resistant  strains 
of  anthrax  and  Black  Death,  as  well  as 
botulinum  toxin  and  the  Ebola  virus. 
The  scientific  establishment  should 
speak  up.  American  leaders  should 
tell  the  public  what  they  know  about 
biological  weapons  in  other  coun- 
tries— for  much  is  known  that  has  not 
been  told  to  the  American  people. 
-Richard  Preston,  New  York  Times 

Strange  Signs 

Signs  seen  across  the  U.S.: 

■  In  the  window  of  an  Oregon  store: 
Why£[0  elsewhere  and  be  cheated  when 
you  can  come  here? 

■  On  a  Tennessee  highway:  When 
this  si^n  is  under  water,  this  road  is 
impassable. 

■  In  the  vestry  of  a  New  England 
church:  Will  the  last  person  to  leave 
please  see  that  the  perpetual  li^fht  is 
extinguished. 

-Michael  Patriarco, 
Zum  magazine  ^ 
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You  have  what  it  takes  to  make  your 
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small  business  into  whatever  you  wa. 
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it  to  be.  We  can  help  you  in  ways  you 


lever  thought  of.  From  accounting 


'ervices  to  lines  of  credit  to  corporate 


Mrds,  American  Express  is  here  for  you. 
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;all  1-800-SUCCESS  or  visit  www.americanexpress.com     fli*:^  j^vrVlLcS 

American  Express  employs  licensed  CPAs.  American  Express  Company  is  a  publicly  owned  company  and  is  not  a  licensed  CPAfirm. 
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Next  time  you're  food  shopping  for  your  family. 
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HELPING  THE  HELPERS 


FOOD  INDUSTRY  CRUSADE  AGAINST  HUNGER 
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do  something  to  help  families  less  fortunate  than  yours.  ^  ^ 
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Fighting  hunger  begins  not  at  home,  but  in  the  supermarket. 

That's  where  the  Food  Industry  Crusade  Against  Hunger  —  known  as  FICAH  —  collects 
donations  to  provide  assistance  to  food  banks,  meal-delivery  services,  and  job-training  centers 
all  over  the  United  States.  And  right  now,  in  over  6,000  supermarkets  across  America,  that's  where 
you  can  buy  a  FICAH  coupon,  which  directly  contributes  to  their  FOOD  FOR  ALL  campaign. 

1 00%  of  every  dollar  you  donate  goes  directly  to  fighting  hunger,  thanks  to  a  grant  from 
Philip  Morris  Companies  Inc.  Through  our  operating  company,  Kraft  Foods,  Inc.,  Philip  Morris  is 
the  nation's  largest  food  company,  and  we  are  dedicated  to  helping  provide  food  to  people 
in  need.  It's  part  of  a  forty-year  commitment  we've  made  to  enhancing  the  quality  of  our  world. 


Through  January  3,  you  can  contribute  to  the 

FOOD  FOR  ALL  campaign  at  participating  supermarkets, 

or  by  calling  FICAH  at  (800)  307-3237 


Sharing  the  commitment.  Building  the  solution. 
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PHILIP  MORRIS  COMPANIES  INC.  '"- 

KRAFT  FOODS,  INC.        KRAFT   FOODS   INTERNATIONAL,  INC.        MILLER   BREWING   COMPANY 
PHILIP  MORRIS   INTERNATIONAL  INC.        PHILIP  MORRIS   U.S.A. 


GO  ANYWHERE  ON  EARTH.  FASTER 


INTRODUCING  THE  N^WJEER  GRAND 

CHEROKEE  5.9  LIMITED,  THE  W'ORLDS 

FASTEST  SPORT  UTILITY  \THICLE. 

Jeep  engineers  ha\-e  created  a  much  qtiicker  \\  a\' 

to  travel  to  the 

ends  of  the 

earth. 


The  new  Grand  Cherokee  5.9  Limited.  With  a  new 
245  horsepower  5.9  Utre  V8,  and  a  0  to  60  mph  rime 
of  only  7.0  seconds,  this  remarkable  4x4  is  the 
perfect  vehicle  for  leaving  places  in  a  hurry — 
especially  civilization.  That's  because  we've  linked 
this  engine  to  our  exclusive  Quadra-Trac  four- 
wheel  dri\'e  system.  Inside,  luxurious  leather  covers 
everything  from  the  heated  front  seats  to  the  armrests. 
To  find  out  more  about  our  newest  Jeep  4x4, 
contact  us  at  L800-925-JEEP  or  www.jeep.com  and 
get  ready  to  escape  to  a  better  place.  Very  quickly. 


Jeep 


Theres   Only   One 

.Mwavs  use  seal  belis.  Remember,  a  backseat  is  the  safest  place  for  children.  Jeep  is  a  registered  trademark  of  Chr^-sler  Corf>oration. 
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Commentary 

on  events  at  home  and  abroad 
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By  Caspar  W.  Weinberger,  Chairman 


THE  ASIA  CRISIS— REAL,  OR 

The  Asia  crisis,  which  we  saw  firsthand,  has  scv^cral 
lessons  for  us.  How  you  were  affected  depends  on 
whether  you  write  headlines,  bet  on  currencies  or  stock 
markets,  are  a  Western  company  investing  in  Asia  or  a  U.S. 
company  beginning  or  increasing  your  presence  there. 

First:  If  you  are  a  headline  writer,  you  had  a  field  day. 
To  one  reading  "Crash,"  "Burnout,"  "Meltdown"  and 
"Asian  Collapse"  in  oversize  type,  while  flying  to  South 
Korea,  Japan  and  the  Philippines,  it  was  mildly  surprising 
to  see  familiar  buildings  still  standing,  and  more  going 
up,  when  we  landed. 

Second:  It  is  clearer  dian  ever  diat  we  live  in  a  global 
economy,  where  anything  happening  in  one  part  of  the 
world  direcdy,  quickly,  affects  every  other  country.  The 
deep  drop  and  c]uick  rebound  in  Hong  Kong's  stock  mar- 
ket was  mirrored  in  New  York  anci  in  most  other  exchanges. 

It  is  true  diat  many  times  Wall  Street  has  not  followed  the 
ups  and  downs  of  die  Asian  stock  exchanges.  But  now  more 
U.S.  companies,  realizing  that  the  way  to  grow  and  keep 
costs  down  is  to  enter  foreign  markets,  are  affected.  Fluc- 
tuations in  the  Dow  made  investors  nervous.  Fearing  the 
Dow's  long  climb  might  have  ended,  they  turned  in  diou- 
sands  of  sell  orders  as  die  Asian  mai'kets  seemed  to  collapse. 

Third:  Stock  and  currency  markets  are  not  the  only 
indicators  of  economic  strength — or  die  most  accurate 
measures,  as  shown  by  the  strong  recoveries  in  the  markets 
by  the  third  day  following  the  drop.  Steel,  telecommuni- 
cations, food  and  drink  and  odier  companies  kept  on  man- 
ufacturing and  selling  before,  during  and  afi:er  tlie  crash. 

In  short,  stock  prices  on  bodi  die  Asian  and  American 
exchanges  oft:en  do  not  reflect  real  values  of  companies.  Suc- 
cessfi.ll  investors  look  for  diose  values.  Speculators  look  at 
prices;  when  tiiey  guess  right,  diey  make  a  lot  of  money.  In 
George  Soros'  case,  diis  leaves  liini  die  means  to  denounce 
capitalism  widi  great  fanfare  and  to  poiu"  money  into  Russia. 

Fourth:  The  principle  of  compensating  values  still 
applies:  Stock  and  currency  prices  that  race  uphill  can  and 
do  go  down  just  as  rapidly.  Unreasonably  high  stock 
prices  require  unattainably  high  profits.  When  these  unre- 
alistic expectations  are  not  realized,  stock  prices  tumble. 
Many  of  the  Asian  currencies  were  overvalued,  creating  a 
climate  for  speculation,  especially  in  real  estate.  Property 
values  became  highly  inflated,  and  banks  extended  huge 
loans  on  the  basis  of  these  valuations.  With  the  markets, 


THE  STUFF  OF  HEADLINES? 

and  hence  property'  values,  having  plummeted,  many  of 
those  loans  are  now  unreco\'erable. 

Fifth:  None  of  these  wild  g)Tations  alters  the  fact  that 
most  of  the  underlying  factors  producing  so  many 
sound,  profitmaking  Asian  companies  have  not  changed 
as  a  result  of  the  "Asia  crisis."  That  is  not  to  say  all  is  well. 

Room  for  Improvement 

Japan,  South  Korea  and  Thailand  have  structural  prob- 
lems in  their  economies.  Japan  is  responding  by  restrict- 
ing its  banks'  overly  liberal  lending  policies,  placing  more 
emphasis  on  both  collateral  and  realistic  abilit\'  to  repay. 

Business  in  South  Korea  has  been  bad — by  usual  stan- 
dards. Of  the  30  largest  companies,  only  17  made  a  prof- 
it last  year,  while  6  have  sought  protection  as  their  huge 
loans  have  come  due.  As  democracy  has  flourished, 
wages  and  other  production  costs  ha\'e  risen,  which 
make  South  Korean  exports  less  competitive. 

The  relaxation  of  some  of  South  Korea's  labor  protec- 
tions and  the  tightening  of  its  banking  rules — both  need- 
ed to  regain  conipetiti\'eness — must  await  December's 
presidential  election.  But  many  feel  that  no  matter  who 
wins,  the  necessary  changes  can  be  made.  This  country 
has  had  stunning  economic  growth  for  years,  and  it  is  far 
too  early  to  think  of  Soudi  Korea  as  unable  to  rebound. 

The  Philippines  has  a  way  to  go.  Foreign  investment  is 
still  growing,  and  inflation  seems  under  control  (4.7%  for 
tiie  first  nine  niondis  of  1997).  Pri\'atization  continues  and 
power  shortages  have  eased.  A  looming  presidential  elec- 
tion here  next  May  means  diat  needed  corrective  measures 
and  more  definitive  analysis  must  await  that  outcome. 

Do  Not  Despair 

The  result  of  this  has  been  a  needed  correction  in  stocks, 
currencies  and  real  estate  values.  Some  speculators  will  be 
hmt,  and  profits  will  be  smaller  for  a  time,  but  Asia  is  still  a 
good  place  to  in\'est — selecti\ely.  It  is  sti-ong,  but  not  iuMil- 
nerable,  its  economies  subject  to  die  same  risks  as  others'. 

Most  important  of  all  is  the  vital  need  to  keep  strong 
military  alliances  here — we  need  them  and  diey  need  us. 

Meanwhile,  remember  to  look  beyond  the  headlines. 
The  lesson  General  John  W.  Vessey  Jr.  taught  me  when 
he  was  Chairman  of  the  Joint  Chiefs  of  Staff  is  still  verv 
wise:  "Never  act  on  first  reports."  WM 
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We  Took  All  Levi  Strauss  &  Co.'s"'  Figures  And  Created  A  Great  Fit. 


Interior  /  Reno*otion  of  Hutofic  Londmork    Swotf  A(chile< 


LEVI  STRAUSS  &  CO.  ASKED  THEIR  ARCHITECT  TO  CREATE  A  WORKPLACE  AS  COMFORTABLE  AND 
FUNCTIONAL  AS  THEIR  JEANS.  THE  SAN  FRANCISCO  ICE  HOUSE  RENOVATION  IS  TAILOR-MADE  FOR 
THEIR  TEAM-ORIENTED  PHILOSOPHY  AND  COST-EFFECTIVE  MANAGEMENT  STYLE.  HAS  IT  WORKED? 
SINCE  1990,  PRODUCTIVITY,  SALES  AND  PROFITS  ARE  UP.  AND  GOOD  DESIGN  PLAYED  AN 
IMPORTANT  PART.  TO  LEARN  HOW  10  OTHER  BUSINESSES  PROFITED  THROUGH  THEIR 
ARCHITECTS,    CALL    800-AI A-9930 .    OR    POINT    YOUR    BROWSER    AT    HTTP://WWW.  Al  A,  ORG. 


WE   MAKE   YOUR   BOTTOM   LINE   BEAUTIFUL. 


THE  .AMERICAN  WSTITTH:  OF  .UJCHITECTS 


EDITED  BY  JOSHUA  LEWNE  /  "ID  SEE  A  WDRLD  IN  A  DRAIN  OF  SAND 


Bullfighting  101 


BY  BEN  PAPPAS 


'T'elling  us 
we  cannot 
go  to  a  park 
and  wave 
a  cape 
around 
is  absurd." 


So  you're  tough 
enough  to  ride  on 
top  of  a  raging  bull 
market.  You  bet  on 
your  favorite  NBA 
team  even-up  when 
they  face  the  world- 
champion  Chicago 
Bulls.  You  hit  bull's- 
eyes  in  darts,  on 
occasion.  You  don't 
even  take  any  bull  at 
the  office,  or  at  least 
not  from  your  dry 
cleaner. 

In  fact,  there  isn't 
any  bull  you  couldn't  take  head-on. 

You  sure.^  Those  who  think  they  can  take  all 
bulls  by  the  horns  can  pursue  a  degree  to  prove 
it.  Founded  last  spring,  the  San  Diego-based 
Academy  of  Tauromaquia  is  the  United  State's 
only  school  for  matadors.  Enrolled  pupils  must 
complete  ten  two-hour  sessions  of  regimented 
drills  designed  to  master  basic  cape  technique 
and  torero  attitude.  "The  key  is  repetition, 
doing  die  passes  over  and  over,"  says  cofounder 
Peter  Rombold,  who  slew  his  first  bull  at  21 
and  went  on  to  finish  off  40  more  in  his  ama- 
teur career  in  Mexico. 

Because  bullfighting  is  illegal  in  the  U.S., 
Rombold  and  his  partner,  Coleman  Cooney, 


take  turns  donning  a 
set  of  horns  and 
charging  their  stu- 
dents. An  actual  bull, 
or  at  least  a  real  one- 
year-old  cow,  is  re- 
served for  the  final 
exam,  when  students 
are  shipped  down  to 
Mexico  to  spar  with 
rented  cattle.  Animal 
rightsniks  take  note: 
During  the  exam,  the 
cows  are  not  harmed 
but,  their  gender 
notwithstanding,  they 
can  still  manage  to  knock  a  neophne  on  his  or 
her  butt.  "The  cows  really  do  the  punishing," 
chuckles  Rombold.  Students  itching  to  fice  the 
actual  moment  of  truth  can  buy  a  bull  in 
Mexico  for  $1,000,  where  the  locals  are  more 
than  happ)'  to  let  you  do  what  you  will  with  it. 
Recently  the  local  Humane  Society  took 
Rombold  and  company  to  task  by  citing  an  old 
California  penal  code  forbidding  the  "promo- 
tion" of  bullfighting  exhibitions.  But  because 
the  U.S.  classes  do  not  involve  animals,  the  Dis- 
trict Attorney  was  not  convinced.  Rombold 
took  the  decision  as  a  reaffirmation  of  his  First 
.\mendment  rights.  "Telling  us  we  cannot  go 
to  a  park  and  wave  a  cape  around  is  absurd." 


Let  me  pencil  you  in 


This  could 
be  the  biggest 
year  for 
printed 
calendars 
since  the 
Babylonians 
invented  the 
seven-day 
week. 


As  THE  YEAR  WINDS  DOWN,  AiTiericans'  dioughts 
turn  to  1998  and,  more  particularly,  how  to 
make  sure  they  don't  forget  that  dinner  date 
with  the  Capsticks  on  Jan.  17.  They  could 
punch  up  the  date  on  some  handy-dandy  digital 
organizer,  which  now  run  as  low  as  $50,  or  call 
up  all  manner  of  calendar  sofi^vare  on  their  PCs. 
But  more  than  likely  they'll  jot  it  down  on  a 
paper  calendar. 

Computers  notwithstanding,  the  calendar 
business  is  booming.  In  fact  1998  could  be  die 
best  year  for  printed  calendars  since  die  Babylo- 
nians invented  die  seven-day  week.  At-a-Glance, 
the  largest  calendar  maker  in  the  country,  will 
ship  over  100  million  1998  issues  this  vear,  up 
from  70  million  in  1992.  Overall,  it's  a  $5  bil- 
lion business,  comprising  over  5,000  indiNidual 
tides,  including  Julie  Andrews,  Miss  Pigg\''s  imi- 
tation of  Julie  Andrews,  and  everything  in 
between.  The  average  American  finiily  owns  fi\e 
to  seven  of  them,  and  the  o\erwhelniing  major- 
ity of  businesspeople  check  their  printed  calen- 


dars five  times  a  day.  There's  even  a  new 
mousepad  with  a  1998  calendar  printed  on  it.  "I 
bought  an  electronic  organizer,  but  1  realized 
tiiey  are  only  intended  for  people  who  are  orga- 
nized," says  mutual  fund  salesman  Terence 
Johnson.  "I  need  it  in  writing."  tM 
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The  browser  battle 

By  Katarzyna  Moreno  and  Ben  Pappas 

Opinion  from  Forbes  on-line  readers: 

Should  operating  systems 
and  Internet  browsers  be 
considered  separate  products? 

If  Janet  Reno  cannot  program 
the  \Miite  House's  \'CRs,  she 
doesn't  need  to  be  fooling 
around  with  these  t\pes  of  deci- 
sions ....  If  the  operating  s\'stem  and 
browser  are  "integrated,"  then  what  is  the 
Mac  version  of  Internet  Explorer.'  And  what  about  the 
planned  Unix  version.-  \"ery  plainl)'  this  is  sopliisti-y  on 
Microsoft's  part. . . .  Tliis  is  just  like  independent  stereo 
manufacturers  ai'guing  that  cars  should  not  come 
equipped  with  radios  or  CD  players ....  \\Tiat  if  a  law  had 
been  put  in  place  15  years  ago  to  protect  some  artificial 
domain  of  the  graphics  softv\'are  pro\'idersr  We  would 

probably  still  be  taping  in  long  strings  of 
text  in  DOS  commands .... 

Would  a  Justice  Department 
victory  over  Gates  be  a  victory 
for  Netscape? 

Microsoft  is  dictating  what  brows- 


Yes 


< 


No 


I  don't 
know 


Next  on  Pulse  at  wvvw.forbes.com: 
Internet — ^xia  copper,  glass  or  co-axr 


er  it  will  allow  at  a  site.  A  Department  of  Justice  \ictory 
would  be  a  win  for  people ....  There  is  a  simpler  wa\'  to 
win  this.  Electronic  companies  don't  want  to  talk  to  their 
■customers.  If  Netscape  would  provide  the  public  with  a 
few  knowledgeable  people  and  an  800  number  and 
advertise  this  ser\ice,  I  feel  that  e\er\-  disgrunded  Internet 
Explorer  customer  would  soon  be  back 
in  the  Netscape  fold.... 

Is  the  world  better  off 

with  Microsoft  as 

a  softrvare  powerhouse? 

Tr)'  to  imagine  the  chaos  without  an 
industn*  superpower:  Japan  of  the  early 
1990s  is  a  perfect  example — eight  different  mainstream 
operating  systems,  none  communicating  with  the  other.  A 
standai'ds  nighmiare ....  It  is  hard  to  build  a  better  mouse- 
trap with  an  elephant  standing  on  your 
head ....  Microsoft  dominates  the  market  because  it  owns 
the  operating  system.  Then 
it  creates  software  for  its 
own  operating  system 
and  gi\"es  a  lot  of  it  away 
for  free.  How  can 
another  soft:ware  com 
pany  compete.' . . . 
We've  already  seen 
Microsoft  crush  a 
technologically 
superior  product, 
OS/2  by  IBM. 
^^^lere  was  the 
Justice  Depart- 
ment then? ...        I 


r. 
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Mickey  Levy,  chief  economist 
at  NationsBanc  Montgomery 
Securities,  rejects  ttie  notion 
that  the  gravest  danger  fac- 
ing the  American  economy  is 
deflation.  According  to  Levy, 
nominal  gross  domestic  prod- 
uct growth  next  year  won't 
hit  a  wall,  it  will  simply 
slow  to  a  4.75%  annual  rate. 
That's  well  down  from  the 
last  12  months'  5.9%  growth. 
But  thanlts  to  the  Federal 
Reserve's  vi^lance  against 
inflation,  the  domestic  cost 
of  living  will  rise  only  2.4% 
in  1997. 


(l-)hf-IOO) 
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"Cancel  tke  warm  myl^;^ 
I  clont  tkiiJ^  rll  need  it!' 


Tke  advantages  of  a  Four  Seasons  Hotel  arc  ol.  ,ou.  ...o  ,..  tl,e  dark  Ueres  tU  sensation  of  sl,pp>n, 
tetwlte  coL  sheets,  tKougktfully  French-toUeJ  for  JreanJlte  conrfort.  Ue  luxury  of  eurWg  up  urrder 
our  goose-down  duvets.  Tl>e  tack-sootking  firmness  of  our  mattresses,  each  custom-made       ^ 
to  R,ur  Seasons  specifications.  Awakening  kours  later  you'U  feel  as  if  you  haven  t  slept  C^ 

so  soundly  in  years.  So  wc  apologise,  in  advarjce,  for  the  promptness  ot  our  gEASONS 

wake-up  call.  Ue  demands  of  tusiness  demand  nothing  less.  Telephone  your  ^«^ 

travel  counseUor  or  in  the  U.S.,  1-800-332-3442.  Weh  site:  „w-.fourseasons.com       ^^-A  ^-/.^^-^^ 
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Lewis  Ranieri 
and  Timothy  Aitken 
Far  removed 
from  Wail  Street, 
Ranieri  is  still 
obsessed 
with  the  back 
office  and 
"little  minutiae." 


M' 
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What's  a  legendary  bond  trader  doing  going  into  health  care? 
There's  a  common  thread  here.  In  a  word?  Systems. 

Dr.  Ranieri  on  call 


By  Matthew  Schifrin 

You  KNOW  Lewis  Ranieri  as  the 
scrappy  Salomon  Brothers  trader  who 
made  millions  inventing  new  ways  to 
carve  up  mortgage  pools.  He's  got  a 
new  line  of  work  now:  home  health 
care.  He  wants  to  tend  oxygen  tents 
and  rent  wheelchairs  to  people. 

On  Oct.  13  a  partnership  Ranieri 
controls  made  an  unsolicited  $1.5 
billion  bid  for  Apria  Healthcare 
Group,  a  home  health  care  chain 
based  in  Costa  Mesa,  Calif  Entities 
Ranieri  controls  already  own  Trans- 
world  Healthcare,  a  tiny  company  in 
Apria's  line  of  work,  which  also  has 
interests  in  Europe.  If  the  takeover 
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succeeds,  Ranieri  would  consolidate 
the  two  companies  and  have  the 
world's  largest  home  health  care 
outfit,  with  revenues  in  excess  of  $1.2 
billion  a  year. 

Isn't  this  pretty  far  afield  fi-om  Wall 
Street.>  What  earthly  connection  is 
there  between  oxygen  tents  and 
Ginnie  Mae  passthroughs.' 

There's  an  important  connection: 
computer  systems.  Remember  that 
Ranieri,  a  Brooklyn,  N.Y.-born  col- 
lege dropout,  did  not  rise  through 
the  ranks  at  Salomon  on  the  strength 
of  a  finance  degree.  He  got  rich  and 
powerful  because  he  was  quick  to 


spot  important  economic  trends  and 
figured  out  how  to  use  the  back 
office  to  capitalize  on  them.  On  Wall 
Street,  where  traders  kill  for  three 
basis  points,  a  computer  system  can 
make  or  break  you. 

So,  too,  in  medicine.  On  Oct.  27, 
Oxford  Health  Plans  announced  a 
computer  foul-up  that  left  it  in  the 
dark  about  the  state  of  its  accounts 
receivable  and  other  key  patient  infor- 
mation. Wall  Street  responded  by 
marking  the  stock  down  62%. 

Apria  has  had  some  of  the  same  kinds 
of  problems,  although  not  as  sudden 
in  their  effects.  Apria  was  created  in 
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Home  care's  biggest  patients 


i"""' 

Sales 
($thou) 

Operating 

margin 

— 1997estimate- 

Days  sales 
outstanding' 

recent 

y-t-d 
change 

American  HomePatient 

$24.88 
15.50 

-6% 
-16 
39 

$389 
1,227 

12.7% 

113 

Apria  Healthcare  Group 

11.3 

132 

Lincare  Holdings 

58.25 
NA 

444 

33.2 

58 

RoTech  Medical' 

NA 

423a 

15.3a 

104a 

II  'Now  part  of  Integrated  Health  Services. 

^  Gross  figures 

.  aisctuai.  NA:  Not 

applicable. 

Source:  Prudential  Securities. 

Home  care  companies  have  great  potential  but  most  are  lousy  at  collecting 
their  sales  on  a  timely  basis.  Good  systems  will  make  all  the  difference. 


between  \\'hen  it  renders  a  serNice  and 
when  it  gets  a  check  from  Medicare 
or  a  private  insurer.  Lincare,  which 
speciaUzes  in  oxygen  supplies,  has  a 
58 -day  turnaround.  Ranieri  vows  that 
he  can  shrink  Apria's  receivables  to 
60  days'  revenue. 

Systems  engineering  means  every- 
thing in  business  these  da\'s.  By  sys- 
tems we  mean  more  than  raw  soft- 
ware: It's  also  how  that  sofrsvare 
controls  the  How  of  work  in  an  orga- 
nization. (See  story,  p.  292.)  But  you 
can't  be  a  good  systems  engineer 
unless  you  know  software. 

Ranieri,  who  taught  himself  For- 
tran and  Cobol  while  at  Salomon 
Brothers,  speaks  the  language.  "With 


1995  by  the  merger  of  two  California  people  see  only  problems.  In  the  late 
companies,  Abbey  Healthcare  and  1970s  and  early  1980s  the  home 
Homedco.  However,  unlike  most  mortgage  business  was  facing  a  liq- 
home  care  companies,  it  has  consoli-  uidit\'  crisis  because  savings  and  loans  our  Texas  thrift,  we  have  spent  four 
dated  the  hodgepodge  of  data  pro-  could  not  buy  all  the  mortgages  or  years  trying  to  fix  Year-2000  com- 
cessing  at  its  350  branch  offices  into  mortgage  passthroughs  (like  Ginnie  puter  problems,"  he  says.  "We 
just  t\vo  systems — one,  for  respiratory  Maes)  that  needed  to  be  bought,  thought  \\e  were  done  but  last  week 
therapy  and  medical  equipment,  run-      Ranieri 's  solution:  Buy  mortgages  or     we  found  70  stray  programs,  because 

mortgage  pools,  carve  them  into     every  little  computer  geek  has  some 
pieces  that  had  somewhat  more  pre-      special  software  on  his  PC 
dictable  maturities,  and  sell  the  pieces 
to  banks,  pension  funds  and  other 
investors  as  securities. 

The  $41  billion  home  health  care 
industry  needs  the  same  kind  of  sys- 
tematizing. Like  the  thrift  business  of 


ning  on  an  IBM  AS-400;  another,  for 
intravenous  therapy,  running  on  a 
Hewlett-Packard  client/server  system. 
So  far,  so  good,  but  now  there  is 
something  of  a  disconnect  between  the 
software,  which  was  designed  for 
decentralized  management,  and  the 
organizational  chart,  which  has  a  hub- 


Ranieri  has  hired  former  Apria  pres- 
ident Timothy  .\itken,  a  Britisher  who 
turned  around  Abbey  Healtlicare  and 
whose  ruthless  cost-cutting  has 
earned  him  the  enmit)'  of  Apria's  top 
managers.  They  probably  will  try  to 


and-spoke  regional  structure.  the   1970s,  it  is  heavily  regulated,      fight  Ranieri  off,  but  may  not  suc- 

Amid  all  the  turmoil,  Apria  has      peopled  by  small-town  businessmen      ceed:  The  cash  and  stock  bid  is  worth 

reported  earnings  declines  in  five  of     of  limited  imagination,  and  it's  crying      $18  a  share,  a  healdiy  50%  premium. 


the  past  six  quarters  and  a  slew  of     out  for  some  efficiencies. 

senior  management  resignations.  The  One  ticklish  problem  in  home 

stock  fell  from  a  peak  of  $35  last  year      health  care:  getting  paid.  Right  now 


to  $12  just  before  Ranieri's  bid. 

Ex-Salomon  boss  John  Gutfreund 
forced  out  Ranieri  in  1987,  probably 
for  the  sin  of  getting  too  rich  and 
powerful.  Ranieri,  now  50,  has  not 
been  collecting  unemployment. 
Through  a  series  of  limited  partner- 
ships with  "Hyperion"  in  their 
names,  Ranieri  has  been  running  a 
30-person  merchant  banking  opera- 
tion out  of  Uniondale,  N.Y.  He  has 
$900  million  in  equity  capital  to  play 
with — perhaps  5%  of  it  his,  the  rest 
from  investors  like  Ted  Arison  (Car- 
nival Cruise  Lines)  and  Equitable 
Insurance  Cos.  The  Hyperion  stable 
has  invested  in  14  industries.  It  owns 
real  estate,  a  big  Texas  dirift,  a  credit 
card  operation  and  a  hunk  of  Israel's 
largest  bank,  Bank  Hapoalim. 

What  distinguishes  the  Lew 
Ranieris  of  this  world  is  an  uncanny 
ability  to  see  opportunit>'  where  other 


Apria  averages  a  dispiriting  132  days 


Home  care's  lure 

Home  care/ 
home  nursing 


What's  next — securitized  home 
health  care  receivables.^  It  looks  as  if 
the  dull  home  health  care  industry  is 
about  to  eet  interesting;.  ^ 


Dental 
services 

$62 


Drugs 
$102 


Nursing 
homes 


$103 


$240 

Miscellaneous 


1   80 

70 

50 
40 

A 

30 

'rejected  population  65  and  over  (millions) 

1 

i 

20 

K  Source. 

00    '05     '10     '15     '20     '25     '■ 

5:  U.S.  Department  of  Commerce.  Bureau  of  the  a 

iO 

T.SUS. 

Figures  are  in  $biilions.  Source:  HomeCare  Magazine. 

Starting  in  2010,  there'll  be  a  surge  in  baby  boomers  reaching  age  65.  As 
a  cheaper  alternative  to  hospital  care,  home  care  could  be  a  big  winner. 
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TECHNOLOGY 


Apple  is  just  the  latest  computer  maker  to  knock  off  Michael  Dell's 
system  for  selling  computers.  The  market  is  nervous. 


The  peif  ils  of  being  number  one 


By  Christopher  Pahneri 


This  year  Dell  Computer 
Corp.  became  the  number 
one  seller  of  personal 
computers  in  the  U.S. 
corporate  and  govern- 
ment markets  as  well  as 
the  number  one  provider 
of  Intel-based  machines  to 
education.  Only  in  the 
home  market  does  it  lag 
competitors.  Dell's  PC 
servers  have  captured  the 
number  two  spot  behind 
Compaq  in  the  fast- grow- 
ing market  for  machines 
that  control  networks  of 
PCs.  Overseas,  where  Dell 
is  a  relative  latecomer,  its 
sales  are  up  sharply. 

But  after  years  of  being 
one  of  the  hottest  stocks 
in  the  hot  technology 
sector,  Dell  suddenly 
turned  chilly.  By  mid- 
November  its  stock  had 
dropped  27  points,  shedding  $9  bil- 
lion in  market  value.  Just  a  nervous 
reaction  in  a  stock  that  has  risen  from 


Dell  Computer's  Michael  Dell 

When  you're  on  top,  everyone's  out  to  get  you. 


their  distributors  to  do  more  assem- 
bly work  and  to  build  more  units  to 
order.  That  way,  computers  won't  sit 
$4.50  to  above  $100  in  five  years?  Or  on  resellers'  shelves  as  long.  Invento- 
something  more  serious.^  ry  costs  will  diop,  and  some  of  Dell's 

Much  of  the  stock  weakness  seems  cost  advantage  will  be  eroded, 
to  stem  from  news  that  competitors  Dell  competitors  are  cutting  prices 
are  emulating  part  of  Dell's  model,  aggressively.  At  Compaq,  a  middle- 
Dell's  direct  sales  approach  eliminates  of-the-road  corporate  computer  like 
layers  of  middlemen  by  dealing  with  the  Deskpro  4000  with  a  200-mega- 
customers  directly.  It  also  reduces     hertz  Pentium  microprocessor  began 


inventory  costs  by  custom-making 
machines  to  customer  specifications. 
This  gave  Dell  an  estimated  price 
advantage  of  15%  over  rivals  who  sell 
through  distributors.  Price  matters: 


the  year  selling  for  over  $2,000. 
Recently  it  sold  for  $1,509,  $127 
cheaper  than  a  similar  Dell  unit. 

Until  now,  with  its  price  advan- 
tages and  customized  delivery,  Dell 


Dell  revenues  have  quintupled  in  just  has  dominated  sales  to  sophisticated 

five  years  to   $10  billion.  Dell  unit  customers,  who  want  a  powerful 

sales  jumped  60%  in  the  most  recent  machine  at  a  reasonable  price.  Dell's 

quarter,  four  times  the  worldwide  machines  weren't  the  cheapest,  but 

market's  growth.  they  were  often  the  least  expensive 

But  there's  a  problem  with  being  when  compared  feature  by  feature 

number  one:  Everyone's  out  to  get  with  the  competition.  Its  customers 

you.  This  year  IBM,  Compaq  and  want  their  machines  loaded:  Dell's 

Hewlett-Packard  all  began  leaning  on  average  selling  price  per  system — 


around  $2,700 — is  at  the 
high  end  of  the  industry. 

Will  increased  competi- 
tion erode  Dell's  advantage 
in  that  desirable  market  seg- 
ment? Dell  claims  it  is 
amused  more  than  worried. 
"The  things  HP,  IBM  and 
company  have  done  have 
added  more  credibility  to  us 
than  anything  we  could 
have  done,"  says  Morton 
Topfer,  Michael  Dell's  chief 
lieutenant. 

But  Dell  is  covering  its 
bets.  If  rivals  are  going  aftier 
its  business  customers,  Dell 
will  sell  harder  to  the  buyers 
of  home  computers.  Four 
years  ago  Dell  pulled  out  of 
retail  stores  after  realizing 
that  it  had  no  competitive 
advantage  when  it  had  to 
include  a  retailer's  markup. 
It  took  a  $91  million  write- 
off. Since  most  buyers  of  home 
machines  shop  in  stores,  that  Umited 
Dell's  home  sales  to  just  10%  of  its 
total,  one-third  the  industry  level. 

Now,  Dell  has  decided  to  target 
the  consumer  market  on  a  bigger 
scale,  with  more  promotion.  No,  it's 
not  going  to  use  retailers,  but  it  will 
step  up  its  drive  for  home  computer 
buyers  who  are  willing  to  shop  by 
phone  or  over  the  Internet.  This  is  a 
niche  long  exploited  by  rival  direct 
seller  Gateway  2000. 

Here,  too,  Dell  is  after  the  knowl- 
edgeable consumer  who  knows  what 
they  want  and  wants  lots  of  it.  Dell  is 
not  interested  in  the  low  end  of  this 
market.  Its  lowest-priced  system  for 
the  home  comes  in  at  $1,700.  Con- 
trast this  with  Com.paq's  entry-level 
home  system,  a  less  powerful 
machine  priced  at  $1,080  with  a 
monitor.  So-called  sub-$  1,000 
machines  made  by  Compaq,  Acer, 
Packard   Bell  NEC  and  others   are 
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flying  off  the  shelves.  Dell  knows  it 
has  no  advantage  there. 

Dell  does  hope  many  low-end  cus- 
tomers will  eventually  want  to 
upgrade  to  higher-end  machines.  It 
expects  that,  having  become  more 
computer-literate,  they  will  shop  on 
the  Internet.  ""It's  my  behef  that  the 
replacement  cycle  of  a  new  sub- 
Si, 000  customer  is — at  worst — 18 
months,"  says  Dell's  chief  financial 
officer,  Thomas  Meredith.  "It's  one 
of  the  richest  opportunities  ever 
handed  to  us,"  he  says. 

Won't  customers  who  buy  cheap 
machines  from  Compaq  and  others 
stick  with  diose  brands  when  it's  time 
to  replace  them?  Replies  Paul  Bell, 
head  of  Dell's  new  consumer  divi- 
sion: "Our  research  shows  there  just 
isn't  a  lot  of  brand  loyalty." 

Going  after  the  individual  con- 
sumer means  that  Dell  is  going  to 
have  to  step  up  its  advertising  and 


The  Dell  way:  Get  the  consumer  to  trade  up 


Average  selling  price  of  computers 
$2,800  - 


Business 


I 
•96 

Source:  IDC  Research. 


After  years 
of  rising  prices, 
the  average  cost 
of  a  personal 
computer  is 
expected  to 
drop  this  year. 
Dell's  entry-level 
consumer 
machine,  the 
Dimension  (top) 
is  $1,700,  while 
Compaq's 
Presario 
is  $1,080. 


promotion  budget,  possibly  slimming 
profit  margins.  Besides  Gateway,  it 
will  alsc*  face  a  possibly  resurgent 
Apple  as  competition  on  the  Internet. 
So  far  it  hasn't  paid  to  bet  against 
Michael  Dell  and  his  Austin,  Tex. 


crew.  Still,  the  pressure  on  Dell  stock 
seems  to  be  saying  that  profit-margin 
squeezes  lie  ahead,  as  Dell  moves 
toward  the  consumer  and  its  com- 
petitors try  to  grab  a  bigger  part  of 
the  machines-to-order  market.      ^ 


LEISURE 


Sheldon  Adelson  doesn't  lack  for  nerve. 
The  trade  show  magnate  is  invading 
Las  Vegas  with  a  fantasy  hotel  that 
aims  to  rival  Steve  Wynn's. 

High  noon  in  Vegas 


By  John  Gorham 

In  1995  Sheldon  Adei^on  sold  his 
immensely  successful  Comdex  com- 
puter trade  show  and  16  others  to 
Japan's  Softbank  for  an  astounding 
$860  million.  Adelson,  a  64-year-old 
cab  driver's  son  from  Boston,  could 
then  devote  more  of  his  energy  to 
his  battles  with  casino  magnate 
Steve  Wynn. 

Adelson  had  already  learned  that 
running  a  high-class  gambling  joint  is 
a  lot  different  from  running  trade 
shows.  Adelson  bought  the  aging 
Sands  hotel-casino  in  1988  for  $128 
million  even  as,  just  across  the  Strip, 
Wynn  was  opening  his  $630  million 
Mirage  complex.  Sheathed  in  gold- 
tinted  glass,  the  Mirage  boasted 
3,000  hotel  rooms,  a  54 -foot  volcvino 
and  white  tigers.  "Their  front  desk 
looked  better  than  our  whole  hotel," 
recalls  Henri  Lewin,  who  ran  the 
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Sands  for  Adelson  in  the  early  1990s. 

The  Mirage  went  on  to  pay  for 
itself  twice  over,  while  the  Sands  lost 
money  for  five  consecutive  years. 
Adelson  burned  through  four  differ- 
ent management  teams  in  seven  years 
tr^^ng  to  spruce  the  operation  up.  He 
finally  closed  the  Sands  last  year  and 
blew  it  up. 

End  of  story?  No  way.  Adelson  still 
owns  the  Sands  Expo  & 


Convention  Center,  Las  Vegas' 
biggest  comention  center.  Nearby,  on 
the  site  where  the  Sands  stood,  Adel- 
son is  building  a  $1.3  billion,  3,000- 
room  casino-hotel.  He  calls  it  the 
Venetian  and  justifies  the  name  \\'ith 
imitation  X'enetian  landmarks,  such  as 
the  Doge's  Palace  and  the  Rialto 
Bridge. 

He  hopes  to  open  it  in  April  1999. 
This  time  he's  going  aft:er  a  customer 
he  knows  well  from  Comdex — the 
conventioneer. 

Adelson    figures    he    can    serve 

Sheldon  Adelson,  building  Venice  in  VegasJ 
Betting  big  with 
other  people's  money. 


convention  guests  and  charge  high 
room  rates  during  the  slow  midweek 
period.  The  knock  against  conxention 
guests  is  they  don't  gamble  much; 
but  because  they  are  traveling  on  the 
company's  dime,  they  will  pay  up  for 
hotel  rooms.  On  weekends,  when  the 
stingy  business- meeting  types  have 
returned  to  spouses  and  families, 
Adelson  hopes  to  fill  his  casino  with 
premium  gamblers. 

Wynn,  backed  by  a  $2  billion  credit 
line,  is  countering  with  his  biggest 
project  to  date:  a  $1.5  billion  casino 
called  Bellagio.  Slightly  smaller  than 
the  Venetian,  the  Bellagio,  situated 
several  blocks  down  the  Strip,  will  be 
ready  six  months  before  the  Venetian. 


What's  going  on  here?  Do  these 
guys  really  believe  that  the  gambling 
market  is  infinite.^  Las  Vegas  is  already 
saturated  with  rooms — 104,000  at 
present  count — with  12,800  more 
hotel  rooms  in  the  building  stage. 
"Nineteen  ninety-nine  is  shaping  up 
to  be  a  bloodbath,"  says  Erick 
Lucera,  an  analyst  at  Boston-based 
Independence  Investment  Associates. 

Adelson  seems  undaunted.  In  a 
market  hungry  for  high-yielding 
paper,  he  has  sold  $515  million  in 
junk  bonds  paying  12.25%  and 
14.25%.  He  is  putting  in  $95  million 
cash  plus  the  land,  which  he  says  is 
worth  $225  million. 

The     bonds — underwritten     by 


Goldman,  Sachs  and  Bear,  Stearns — 
aren't  for  the  faint  of  heart.  If  the 
deal  goes  bust,  bondholders  must 
wait  for  the  banks  to  take  their  share 
of  the  collateral.  Moreover,  the 
Expo  Center  is  part  of  the  Venetian 
complex  but  does  not  stand  as  col- 
lateral for  the  junk  bonds;  it  is 
pledged  against  the  $75  million  that 
Adelson  borrowed  through  Gold- 
man, Sachs  to  fund  his  cash  equity 
contribution. 

High-stakes  gambling,  with  the 
junk  bond  buyers  as  the  suckers.  If 
the  Venetian  pays,  Adelson  makes  a 
lot  of  money  and  redeems  the  bonds. 
If  it  flops.'  Secondhand  gondolas, 
anvone?  ^ 


INVESTING 


Want  to  make  some  money  on  your  land 
without  building  malls  or  tract  houses? 
How  about  making  a  nice  swamp  instead? 

The  swampmakers 


By  Brigid  McMenamin 

John  Chimento,  48,  owner  of  a 
beach  club  on  the  Jersey  shore,  peers 
out  the  window  of  his  posh  Little 
Silver,  N.J.  home.  Beyond  the 
garden,  he  looks  onto  a  20-acre  site 
that  will  soon  become  a  wetlands 
nature  preserve  blooming  with 
willow,  oak  and  buttonbush. 

This  enhancement  of  his  propert)' 
won't  cost  Chimento  a  dime.  It  will 
yield  him  substan- 


tial fees  and  tax  deductions. 

Chimento  hopes  to  take  advantage 
of  a  federal  program  that  enables 
landowners  to  cash  in  on  buildable 
property  without  turning  it  over  to 
developers. 

First  you  find  someone  who  owns 
a  nearby  swamp  that  he'd  like  to  fill 
in,  maybe  to  build  a  shopping  center 
or  a  housing  tract.  But  he  can't 
because  it  is  a  federal  crime  to  disturb 
U.S.  waters,  broadly  defined  to 
include  all  kinds  of  swamps,  marshes 
and  bogs.  So  do  a  deal. 


Under  regulations  growing  out  of 
the  1977  Clean  Water  Act,  the  devel- 
oper can  fill  in  his  swamp  only  if  he 
restores  acreage  of  a  greater  amount 
to  natural  wetlands  or  creates  new 
ones  nearby.  He  need  not  do  the 
work  himself.  Instead,  he  can  buy 
credits  from  someone  who  does. 

Homeowner  Chimento  will  get 
wetland  credits  for  building  his 
forested  swamp.  Now  he  needs  to 
find  a  buyer  for  the  credits. 

This  has  given  rise  to  a  whole  new 
variety  of  intermediaries  known  as 
wetland  banks.  They  bring  together 
buyers  and  sellers  of  wetland  credits. 
Chimento  turned  to  U.S.  Wetland 
Services  L.P.,  a  Bethesda,  Md.  outfit, 
to  convert  his  propert)'  to  a  wetland. 
The  bank  will  then  sell  wetland  cred- 
its to  developers  who  need  them  to 
build  their  projects.  After  paying  to 
convert  Chimento's  scrubland  to 
swamp,  the  bank  will  share  the  prof- 
its with  him. 

Chimento  has  not  yet  done  his 
deal.  But 


Florida  wetlands  banker  Lew  Lautin 
There's  money  in  those  marshes. 
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when  he  does,  he  may  get 
as  much  as  $1  million.  He 
will  also  be  eligible  for  a 
one-time  federal  income  tax 
deduction  based  on  the 
assessed  value  of  the  land 
before  it's  converted.  Not 
to  mention  that  the 
enhanced  view  will  almost 
surely  increase  the  value  of 
the  rest  of  his  property. 


A  profit  in- 
centive from 
the  environ- 
mentally 
obsessed 
White 
House. 


native  fish,  birds  and  other 
wildlife.  Credits  can  fetch 
$100,000  an  acre  and  up. 
Near  Naples,  Fla.  the 
orange-growing    Barron 
Collier  family  has  formed 
a  joint  venture  with  Fort 
Lauderdale-based  Florida 
Wetlandsbank  to  restore 
2,775-acres     of     citrus 
groves  and  cow  pastures 
into  a  1,200-credit  wet- 
and  called  Panther  Island  Mitigation 
Bank.  The  Colliers  figure  they  can 


U.S.    Wetland    has    an 
inventory  of  1,200  acres  of  wetland 
credits  available   for  sale   in   three 

states.  It  is  one  of  at  least  30  for-profit  earn  more  this  way  than  they  could 

wetland  banks  that  have  sprung  up  in  operating  it  as  farmland, 

the  past  five  years.  Florida  is  a  partic-  Florida  Wetlandsbank  Chief  Exec- 

ularly  hot  area  for  these  outfits.  There  utivc  Lewis  Lautin  figures  local  dexel- 

are  4  existing  wetland  banks  right  opers  will  eagerly  bid  for  the  wetland 

now  and  plans  for  27  more.  credits  generated  at  Panther  Island. 

Converting  scrub  to  wetlands  isn't  The  business  of  selling  wetlands 


cheap.  It  typically  costs  fi-om  $15,000 
to  $60,000  per  acre.  Non-native 
plants  are  removeci,  poisoned  or 
burned.  The  land  is  then  irrigated.  If 


got  under  way  only  in  1993  when 
Lautin  and  other  potential  wetland 
bankers  pressed  the  environmentally 
obsessed  Clinton  Administration  to 


the  land  is  dry,  a  permanent  irrigation  endorse  the  concept.  Washington  saw 

system    may   be    needed.    If  it's   a  it  as  a  profit  incentive  to  create  more 

restoration,  the  first  "hydration"  is  protected  wetlands  while  at  the  same 

oftien  enough  to  regenerate  the  land,  time     encouraging     development. 

Indigenous  flora  are  planted  to  attract  Among  other  things,  the  new  guide- 


lines give  the  bankers  permission  to 
start  selling  off  the  credits  before 
actual  restoration  begins.  Congress 
has  also  allowed  state  agencies  to  use 
federal  fijnds  to  buy  wetland  credits. 

The  Great  Dismal  Swamp  Restora- 
tionBank  has  been  set  up  to  restore 
10,000  acres  of  farmland  in  south- 
eastern Virginia  and  northeastern 
North  Carolina.  The  bank  will  be 
able  to  presell  up  to  15%  of  the  cred- 
its. If,  as  expected,  the  parcel  yields 
5,000  credits,  that's  750  presold 
credits.  At  about  $15,000  per  credit, 
that's  over  $11  million  up  front  to 
help  finance  the  development. 

Once  turned  into  wetlands,  the 
properties  can  never  be  developed.  If, 
as  in  most  cases,  the  wetland  bank 
turns  title  to  the  land  over  to  a  local, 
state  or  federal  agency,  it  becomes 
public  propert)'.  Bankers  may  remain 
responsible  for  the  wetland  for  sever- 
al years;  however,  eventually  any 
maintenance  tliat  is  required  becomes 
a  taxpayer  expense. 

This  can  get  quite  expensive,  since 
many  of  these  areas  are  not  natural 
wetlands.  But  that's  the  taxpayers' 
problem.  IB 


THE  LAW 


The  Internet  is  fast  becoming 

a  fertile  breeding  ground  for  litigation. 


Lawsuit.com 


By  Susan  Adams  and  David  Lipschultz 

Jennifer  Bryant  believed  that  the 
computer  Packard  Bell  NEC  sold  her 
had  outdated  parts.  She  was  peeved, 
but  it  didn't  occur  to  her  to  start  a 
lawsuit  until  she  went  on  the  Inter- 
net. There  she  discovered  a  World 
Wide  Web  site  blasting  the  Sacra- 
mento company. 

After  reading  dozens  of  gripes  sim- 
ilar to  hers,  in  May  Bryant  posted  a 
Web  page  that  invited  people  "inter- 
ested in  being  class-action  litigants" 
to  E-mail  their  beefs  to  her.  Bryant 
says  she's  already  passed  on  more 
than  a  thousand  complaints  to  Dallas 
plaintiff  lawyer  Ronald  Law,  who  she 
says  is  preparing  a  massive  lawsuit. 

Packard  Bell's  response:  "We  try  to 
work  through  problems  with  con- 


sumers on  an  amicable  basis,"  says 
general  counsel  Samuel  Surloff 

The  last  thing  diis  country  needs  is 
more  lawsuits,  but  that,  thanks  to  die 
Internet,  may  be  exacdy  what  we  will 
get.  Suing  people  is  fun,  especially 
when  you  can  get  a  la\\Ter  to  take  the 
case  on  a  contingency  basis. 

A  couple  of  years  ago  a  disgrunded 
consumer  like  Bryant  would  probably 
have  just  penned  an  angry  letter, 
maybe  sending  a  copy  to  the  Better 
Business  Bureau.  Now  a  few  mouse 
clicks  unite  her  with  countless  other 
gripers  and,  more  importantly,  with 
lawyers  hungry  for  a  new  BMW. 

Frustrated  with  the  fault)'  answer- 
ing machine  in  his  new  Compaq  Pre- 
sario.  Dale  Johnson  clicked  into  an 


on-line  bulletin  board  last  July.  John- 
son, who  makes  wedding  and  gradu- 
ation videos  in  Charlotte,  N.C., 
noticed  a  steady  stream  of  fellow  Pre- 
sario  owners  complaining  about  the 
same  problems. 

Spurred  by  the  angry  mob,  John- 
son typed  the  word  "fraud"  into  his 
Internet  search  engine.  Up  popped  a 
slew  of  lawyers,  including  Seattle's 
Hagens  &  Berman,  a  lead  plaintiff 
firm  in  the  recent  nationwide  tobac- 
co class-action  settlement  deal.  John- 
son exchanged  E-mail  with  the 
lawyers. 

Within  weeks,  Hagens  &  Berman 
filed  a  class-action  suit  charging  fraud, 
negligent  misrepresentation  and 
breach  of  warranty  in  state  court  in 
Nordi  Carolina  against  die  $20  billion 
(sales)  Houston  company.  (Compaq 
won't  comment  on  the  suit.) 

Some  49  million  people  in  the 
U.S.  now  have  access  to  the  Internet, 
and  the  number  will  double  by  the 
start  of  the  new  millennium,  accord- 
ing to  New  York-based  market 
research  firm  Jupiter  Communica- 
tions.   Look   for   more    and    more 
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examples  of  angry  consumers  ampli- 
fying and  broadcasting  their  griev- 
ances and  turning  diem  into  legal  and 
public  relations  headaches  for 
companies. 

New  York  public  relations  man 
Donald  Middleberg  is  building 
a  business  selling  advice  on 
how  to  handle  Internet-related 
problems.  He  says  there  are 
probably  5,000  "rogue"  sites 
on  the  Web,  up  from  only  200 
a  year  ago.  Are  lawyers  out  there 
trolling  diese  rogue  sites  for  business? 
You  bet. 

"You're  in  Bad  Hands  with  All- 
state" is  a  site  put  up  in  August  by 
Paula  Moran,  a  self-employed  jewel- 
ry maker  in  the  tiny  town  of 
Franklin,  N.C.  She  calls  herself  a 
"cybervigilante."  Moran  says  the 
Northbrook,  111.  insurance  company 
unfairly  denied  a  claim  she  made 
after  her  house  was  burgled  two 
years  ago. 

Tampa  plaintiff  lawyer  William 
Merlm  is  using  the  Allstate  rogue  site 
to  hunt  for  witnesses  in  the  six  law- 


"YOU'RE  IN  BAD  HANDS  WITH 
ALLSTATE"    ■ 
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COMPAQ 
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Type  "securities  fraud  class  action" 
into  the  popular  AltaVista  search 
engine  and  the  third  item  on  the 
screen  is  the  Web  site  address  for  Mil- 
berg,  Weiss,  the  law  firm  of  "strike- 
suit"  king  William  Lerach. 
The  site  even  offers  E- 
mail    forms   for   potential 
clients  or  snitches  to  fill  out. 
"We  have  people  getting  in 
touch  with  us  who  never 
would  have  before,"  gloats 
Lerach  partner  Reed  Kathrein,  who 
oversees  the  site. 

Lawyer  sites,  according  to  legal 
ethics  expert  Stephen  Cillers  of  New 
York  University'  School  of  Law,  must 
comply  with  rules  that  cover  legal  ser- 
suits  he  has  already  filed  against  the      \ices  advertising.  But  state  bar  associ- 


Some  rogue  Web  sites  where 
angry  consumers  are  finding 
strength  In  numbers. 
All  it  takes  is  a  few  mouse  clicks 
to  unite  them  with  hungry  lawyers. 


company.  Moran  has  posted  Merlin's 
name  and  E-mail  address  for  those 
interested  in  "networking"  with  a 
lawyer. 

Many  law  firms  now  have  Web 
sites  programmed  with  key  words  so 
that  they  come  up  in  searches  for 
phrases  like  "personal  injury"  or 
"toxic  chemical  lawyer." 


ations  that  have  confronted  the  issue 
view  the  Internet  the  same  way  they 
view  billboard  or  TV  ads.  Which 
means  they  simply  require  that  the 
information  be  factually  accurate. 

"The  easier  it  is  for  lawyers  and 
clients  to  connect,  the  more  litigation 
there  will  be,"  predicts  Cillers. 

Uh,  oh.  ^ 


TRENDS 


Chew 
on  this! 


Forget  all  those  trendy  steak  houses  and 
rotisserie  chicken  joints — the  hottest  ticket  in 
meat  is  not  fresh-grilled  but  flavored  and 
dried.  Sales  of  jerky  and  related  meat  strips 
skyrocketed  59%,  to  $860  million,  in  the  last 
three  years,  ftieled  by  health  buffs  who  have 
rediscovered  the  old  trucker's  delight  as  a 
quick  and  handy  source  of  low- fat  protein. 

The  jerky  you  see  promoted  at  the  Eco- 
Challenge  (an  arduous  international  adventure 
race),  by  gyms  and  in  health  magazines  is  not 
granddad's  Slim  Jim.  An  ounce  of  today's 
"natural  style"  jerky  has  as  few  as  80  calories, 
about  half  as  many  as  a  traditional  meat  stick, 
which  was  more  of  a  sausage.  And  that  new- 
generation  jerky  is  likely  to  have  a  third  of  the 
fat  and  four  times  the  protein  of,  say,  organi- 
cally grown  black  bean  tortilla  chips. 

What  jerked  people  back  to  jerky?  A  string 
of  Zone  diet  books  that  emphasize  proteins 
along  with  carbohydrates.  John  Stewart, 
coproprietor  of  Los  Angeles'  Zone  Center, 
recommends  a  serving  of  ostrich  jerky,  an 
apple  and  half  a  teaspoon  of  peanut  butter  for 
a  "zone  favorable"  snack.  Olympic  wresding 
gold  medalist  Kurt  Angle  also  touts  an  ostrich 
meat  stick  that  sells  at  gyms  and  Ceneral 
Nutrition  stores.  Soccer  moms  at  the  ware- 


house clubs  are  picking  up  10-ounce  bags  of 
preservative-  and  MSG-free  turkey  jerky  to  stuff 
into  the  kids'  backpacks. 

This  means  opportunit)^  for  a  few  savvy  sell- 
ers. Revenues  at  Oberto  Sausage  Co.  of  Kent, 
Wash,  have  tripled  since  1992,  to  $100  mil- 
lion, much  of  it  on  the  strength  of  the  compa- 
ny's jerky  products.  Barriers  to  entry  aren't 
high:  James  Bach  sold  an  accounting  firm  to 
set  up  Pacific  Coast  Jerk)'  Factory  in  Ventura, 
Calif  with  his  brother.  Sales  are  hopping,  but 
the  Bachs  have  had  to  lower  prices  from  87 
cents  per  ounce  to  80  cents  per  ounce  to  keep 
up  with  the  competition.  Meanwhile,  product 
variations — buffalo,  alligator,  tuna, 
salmon — keep  on  coming. 

Goodmark  Foods  Inc.,  maker  of 
Slim  Jim,  is  still  the  largest  pro- 
ducer of  meat  snacks  and  the  only 
publicly  traded  one.  It's  branch- 
ing out  into  other  lines,  but 
Slim  himself  hasn't  done 
badly  amid  the  health 
craze:  His  sales  have 
risen  27%  over  the  past 
three  years. 
-Tim  W.  Ferguson 
AND  Josephine  Lee  ^ 
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ULLIER  EN  HORLOGERIE  DEPllIS  1874 


Since  1874,  PIAGET  watches  have  been  manu- 
factured in  our  own  woricshops  in  Switzerland. 
They  are  made  exclusively  of  gold  or  platinum. 
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FORDS  JEWELERS:  Fords,  nj,  90s -738-73 2 2 
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Maitres  Artisans  d'Horlogerie 

SUISSE 


The  ultra-flat  Romulus  bracelet  watch.  A  timepiece  of  classic  proportions. 

Solid  18k  gold,  platinum  or  steel/gold;  automatic  or  quartz  movement.  Ladies'  and  mens". 
For  information:  Corum  Watch  Company,  1 25  Chubb  Avenue,  Lyndhurst,  NJ  0705 1    Internet:  http://www.corum.ch 

MARVIN  AND  SONS:  Cedarhmst  •  Great  Neck  •  Woodbury,  NY 

1-800-MS- JEWELS 
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In  1801  dollars 

$100,000 


Could  the  secular  bear  market  in  bonds  be  over?  Whether  it  is  or  not, 
the  signs  look  good  for  fixed-income  securities  over  the  next  few  years. 

Stocks  versus  bonds 
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By  Peter  Brimelow 


/  $14,677 

/   ($196,657)* 


/ 
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Did  somebody  say  "new  era"?  In  financial  history,  that  idea  has  invariably  gotten  pop- 
ular just  in  time  for  a  crash.  And  after  October's  Fall  fall,  the  idea  of  a  stock  market 
crash  no  longer  seems  quite  so  fianny.  / 

As  we  showed  in  the  issue  of  Nov.  17,  the  real  (inflation-adjusted)  cumula-  ^ 

tive  total  return  (capital  gains  plus  dividends)  on  stocks  is  now  significantly  /  ^ 

above  its  two-century  6.5%-to-7%  long-run  growth  trend,  according  to    '        /     Long-term  government  bonds 
Wharton  professor  Jeremy  J.  Siegel's  calculations.  Our  latest  reading  ^  1801-1912 

shows  stocks  are  about  40%  above  trend.  There's  nothing  magic  ^  '^  (extrapolated) 

about  trend  lines,  but  it  stands  to  reason  that  at  some  point  / 

stocks  will  either  pull  back  toward  it,  or— best  case— drift  side-  /      Long-term  government  bonds 

.,    ,  ^    ,  ,  /  total  return  trend 

ways  until  the  trend  catches  up.  ^  1913-1997 

Things  look  more  promising  for  the  bond  market.  / 

Our  chart  shows  that  the  cumulative  real  total  return  ^        J^A.  \        ^lU    ■  $461 

for  long-term  government  bonds  grew  at  4.9% 
per  year,  on  average,  until  about  1913.  After 
that,  the  growth  trend  moderated,  to 
0.9%  or  thereabouts. 

What  caused  bonds  to  become  a 
relatively    poor    investment.'' 
Siegel   surmises   that   the 
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$783 

$10,497)* 


Research:  Edwin  S.  Rubenstein, 
Hudson  institute. 
edwinr@hii.hudson.org 


One  dollar  invested  in  the  bond  market  in  1801  compounded  to 
$783,  inflation-adjusted,  by  November  1997.  One  dollar  would 
have  compounded  to  $14,677,  inflation-adjusted,  had  the  pre- 
1913  trend  been  maintamed.  One  dollar  invested  in  gold  would 
have  retained  almost  all  of  its  purchasmg  power. 


$0.94 

($12.65' 


Gold 

(Nominal  gold  price  fixed  by 
the  government  1933-71) 


0.1 


Trend  lines  reflect  average  growth  rates  as  derived  from  Ordinary  Least  Squares  estimation  procedure. 
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Source:  Professor  Jeremy  J.  Siegel,  Stocks  for  the  Long  Run.  Updated  data  provided  by  auttior  *1997  dollars 
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Even  in  the  rarefied  wofld  of  $35  million  corporate 
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jets,  getting  more  for  your  money  would 
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seem  to  be  a  compelling  idea. 
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INTRODUCING 
THE  AIRBUS 
CORPORATE  JETLINER 
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change,  among  other  things,  people's  idea  of 

just  what  constitutes  a  good  deal  when  it  comes 

I 
corporate  jet.  jM 

Because  the  Airbus  A319  Corporate  Jetliner  began  life       fl 

as  a  popular  and  proven  commercial  airliner,  it  is  fully 

e  as  large  as  similarly  priced  business  jets.  H 

If  the  value  there  is  obvious,  it  becomes  even  more  so  when  you  ^1 

consider  that  in  our  jet  you  and  up  to  forty  colleagues  can  have 

ite  meeting,  work  and  sleep  areas,  communications  and  computing 

icilities,  showers,  an  exercise  room  and  just  plenty  of  space  to  move  about.       ^ 

liable,  too,  is  this  very  large  jet's  ability  to  land  on  smaller  runways, 

ile  flying  up  to  6,300  nautical  miles  between  those  landings  (from 

IV  York  to  Tokyo,  for  example).  fl 

should  also  note  that  the  Airbus  Corporate  Jetliner  hasi  the        i 

lighest  potential  resale  value  of  any  business  jet.  So,  do  we        .^H 

have  a  deal?  To  learn  more  about  the  Airbus  Corporate 

Jetliner,  call  1  •703-834-3434,  outside  North 

America  33  5  62110111  or  visit 

www.airbus.com.  ^ 
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establishment  of  the  Federal  Reserve 
in  1913  and  the  shift  to  a  paper- 
money  standard  that  took  place  in 
the  1930s  eventually  brought  sys- 
tematic inflation,  which  gnawed  away 
at  the  value  of  bondholders'  interest 
and  principal. 

If  you're  an  optimist  and  think  that 
the  Fed — and  all  the  other  Feds 
around  the  world — has  finally  got  the 
message,  then  that  pre- 19 13  growth 
trend  could  be  some  measure  of 
upside  potential  for  bonds.  This 
much  is  certain:  Bonds  (see  chart, 
p.  49),  though  below  the  long-term 
trend  line,  are  currently  well  above 
the  post- 19 13  trend  line.  Something 
apparendy  changed  for  the  better  for 
bonds  after  Paul  Volcker  attacked 
inflation  with  a  meat-ax. 

Siegel  himself  believes  that  bonds 
will  never  return  to  the  extrapolated 
pre-1913  trend  line.  That  would 
require  sustained  deflation,  he  points 
out.  It  happened  during  the  Depres- 
sion and  did  boost  the  real  value  of 
bonds.  But  Siegel  thinks  the  political 
price  of  deflation  is  too  high.  His 
modest  expectation:  "If  disinflation 
continues,  there  will  be  another 
couple  of  good  years  for  bonds — 
maybe  15%  to  20%  capital  apprecia- 
tion— and  that's  it." 

But,  of  course,  Siegel  could  be 
wrong:  If  the  political  price  of  defla- 
tion is  high,  so  is  the  political  price  of 
inflation.  Caught  between  a  rock  and 
a  hard  place,  goes  the  argument,  the 
world's  politicians  just  might  start 
making  sensible  economic  policies. 
Thus,  Japan  is  currently  suffering 
some  deflation,  and  the  U.S.  accept- 
ed a  powerful  dose  of  it  in  property 
prices  during  the  late  1980s  and  the 
early  1990s.  And  not  only  in  the  U.S. 
but  almost  everywhere  in  the  world, 
governments  are  busily  trimming 
deficits  while  international  trade  and 
technology  are  combining  to  fight 
inflation  with  rising  productivity. 

It  would  be  foolish  to  think  that 
inflation  is  dead,  but  it  is  equally  fool- 
ish to  ignore  the  existence  of  new  and 
power  fill  anti- inflationary  forces. 

Whether  the  improvement  in  bond 
prices  is  temporary — as  Siegel 
thinks — or  part  of  a  real  secular 
uptrend,  holders  of  fixed-income 
securities  could  be  in  for  a  couple  of 
very  good  years.  ^ 
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Ousted  boss  Jimmy  Robinson  got  American  Express 
in  trouble  with  his  you-need-us-more-than-we-need- 
you  attitude.  AmEx  heir  apparent  Ken  Chenault 
has  a  very  different  style. 

Leader,  not  boss 


By  Carrie  Shook 

The  cell  phone  rang  in  Kenneth 
Chenault's  car  as  he  was  driving 
home  from  the  cleaners  in  West- 
chester County,  N.Y.  one  Saturday     what's  going  on  in  Boston?" 
morning  in  April  1991.  It  was  the  "No,"  repUed  Chenault. 

boss,  James  Robinson  III,  then  chair-  Robinson  said  that  four  restaurant 


man  of  American  Express. 

"Have  you  seen  the  Boston  Globe'i'" 
growled  Robinson.  "Do  you  know 


I 


Kenneth  Chenault,  president  and  chief  operating  officer  of  American  Express 
"It's  critical  to  share  the  credit." 
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means  more 
staying  power 


More  in  1897,  more  in  1997 


In  the  archives  of  The  Pierpont  Morgan  Library  in  New  York,  the 
historic  syndicate  books  of  J.R  Morgan  &  Co.  record  the  firm's  early 
public  market  equity  and  debt  underwritings. 


A  century  ago,  J.R  Morgan  &  Co.  brought  promising 
young  companies  and  prominent  investors  together 
to  create  what  grew  to  be  the  world's  most  successful 
corporations  -  General  Electric,  U.S.  Steel,  and  others. 

Today,  the  "books"  recording  our  equity  transactions 
have  given  way  to  computers.  But  the  printouts  still 
include  many  of  the  world's  leading  companies,  most 
promising  enterprises,  and  most  powerful  investors. 

Issuers  and  investors  know  they  con  rely  on  us,  as 
perhaps  on  no  other  firm,  for  fair  dealing,  execution 
of  the  highest  quality,  and  support  for  the  long  term. 

That's  because  at  J.R  Morgan  we  provide  our  clients 
with  more.  More  objective  advice.  More  in-depth, 
standard-setting  research.  More  trading  support. 
And  more  of  a  commitment  to  make  issuers'  and 
investors'  endeavors  work  far  into  the  future,  just  as 
we  did  100  years  ago. 

Today,  issuers  and  investors  alike  know  they  can 
depend  on  J.R  Morgan's  performance,  long  after 
the  books  are  closed. 

www.jpmorgan.com 


JPMorgan 


strategic  advice  •  mergers  &  acquisitions  •  capital  raising  •  swaps  &  derivatives  •  loan  syndication   •   sales  &  tradiiifi  •  asset  management 

ei99MP  Moioan&Co  Incoipoialsd  JP  Motojn  SecuiiliB  Inc .  memlw  SIPC  JP  Motgim  is  the  maikeliiig  name  loij  P  Mo'jan&Co  Incwpcraled  ann  its  sutei<)i»n«s  •oilaKi*  Morjiinwii  i-v  c  -  s  « s«(W»  mnv  oi  J  P  MwjanSCii  naxpoiMl 


PROFILE 


owners  in  Boston  were  threatening  to     Robinson's   firing   in    1993.    Now 
boycott  American  Express.  They  were      AniEx's  president  and  chief  operating 


the     fees     AmEx 
on  every  card  use, 


officer,  Chenault,  46,  is  ahnost  cer- 
tain to  succeed  Harvey  Golub  as 
chairman  when  Golub  retires  in 
2004.  That  would  make  him  the  first 
black  executive  to  run  a  Forbes  500 
company. 

Just  because  he  comes  off  as  a  team 


fuming     about 

charged — 3.2% 

well  above  what  Visa  and  MasterCard 

charged. 

It  was  right  in  Chenault's  territory. 
He  was  president  of  the  company's 
consumer  card  group. 

Chenault  took  the  next  plane  to  player  doesn't  mean  Chenault  isn't 
Boston.  With  his  sales  reps,  he  met  ambitious.  He  is.  "As  a  kid  1  knew  I 
personally  with  each  of  the  restaura-  wanted  to  be  a  leader  in  something, 
teurs.  He  persuaded  all  the  rebels  to  but  1  just  didn't  know  of  what." 
stick  with  AmEx.  Soon  thereafter  the  Friends  say  that  at  Bowdoin  College, 
uprising  fizzled  out,  and  AmEx  was  where  he  majored  in  history,  Chen- 
rescued  from  a  public  relations  ault  told  them:  "I've  got  to  get  into 
nightmare. 

"It  was  a  team 
effort,"  he  says.  This 
isn't  false  modesty. 
Chenault  knows  that 
keeping  a  low  profile 
is  sometimes  the  best 
way  to  get  ahead. 

His  father  was  a 
dentist  who  practiced 
in  the  largely  white, 
middle-class  town 
of  Hempstead,  Long 
Island,  N.Y.  Chenault 
recalls  poking  through 
his  father's  personal 
files  when  he  was 
13,  and  stumbling 
across  his  father's 
dental  board  results. 
"He  got  the  highest 
score,"  says  Chenault. 
"So  I  asked  him  why 
he  never  told  me.  He 
said  he  just  did  the 
could  do." 


'We  were  aiTogant 
and  felt  entitled.  Our 
return  on  equity  had 
been  in  excess  of  20% 
a  year  for  decades." 


best  that  he 


the  system  to  help  my 
people." 

After  Harvard  Law 
School,  Chenault  prac- 
ticed corporate  law  for 
two  years  with  New 
York's  Rogers  &  Wells 
before  being  recruited 
by  Bain  &  Co.  as  a  gen- 
eral management  con- 
sultant. That's  where  he 
caught  the  eye  of  client 
Louis  Gerstner,  then 
American  Express'  pres- 
ident, now  IBM's  chair- 
man. Gersmer  hired  the 
29-year-old  Chenault  in 
1981  as  AmEx's  strate- 
gic planning  director. 

Within  two  years  he 
was  promoted  to  vice 
president  of  the  mer- 
chandise services  de- 
partment, the  unit 
that  sells  watches  and  luggage  to 
cardholders.  After  more  than  tripling 


Chenault  tucked  the  conversation     revenues  to  $500  miUion,  Chenault 
away  for  future  reference:  Do  your     was  made  department  head. 


best  and  let  the  results  speak  for  you. 
That  Boston  uprising  was  an 
unpleasant  wake-up  call  for  the  com- 
pany, which  had  lost  touch  with  its 
customers,  somehow  assuming  that 
they  needed  AmEx  more  than  AmEx 
needed  them.  "We  were  arrogant  and 
felt  entitled,"  Chenault  says.  "Our 


Next  stop:  the  card  member  ser- 
vices department,  where  Chenault 
introduced  card  application  by 
phone  and  the  year-end  account 
summaries  for  Gold  and  Platinum 
members.  By  1988  AmEx's  market 
share  of  the  card  business  was  at  an 
alltime  high  of  26.2%.  A  year  later. 


return  on  equity  had  been  in  excess  Chenault  was  consumer  card  group 

of  20%  a  year  for  decades.  The  atti-  president. 

tude  was,  'Who  could  argue  with  Given  Chenault's  tact,  AmEx  might 

those  numbers.^'"  A  rather  arrogant  have  avoided  the  Boston  fiasco  if 

man  himself,  Robinson  stumbled  and  Chenault  had  been  running  the  parent 

was  later  fired.  company.  But  he  wasn't.  The  compa- 

Chenault  survived  the  reorganiza-  ny  had  snootily  refused  to  partner 

tion  that  followed  in  the  wake  of  widi  American  Airlines  in  a  new  Affin- 


ity card.  The  carrier  signed  up  with 
Citibank  instead,  and  the  card  became 
a  huge  success,  with  1.5  million 
enroUees.  According  to  The  Nilson 
Report,  by  1991  AmEx's  market  share 
of  charge  cards  had  tumbled  to  22.3%, 
as  Visa's  rose  to  43.9%. 

Harvey  Golub,  a  chain-smoking, 
tough-talking  former  McKinsey  con- 
sultant, replaced  Jim  Robinson. 
Chenault  moved  up  to  Golub's  old 
spot  as  president  of  Travel  Related 
Services  in  the  U.S.,  the  company's 
biggest  unit  ($11.6  billion  in  rev- 
enues last  year,  or  71%  of  the  com- 
pany's total). 

Largely  because  of  Chenault's  abil- 
ity to  get  things  done  without  hog- 
ging the  limelight,  Golub  used  him  as 
the  point  man  to  dismantle  much  of 
what  Robinson  had  created.  Under 
Golub's  direction,  Chenault  shed 
Shearson  and  Lehman  Brothers  and 
consolidated  AmEx's  ten  operating 
centers  into  four  facilities. 

All  this  involved  a  lot  of  messy  lay- 
offs. With  those  now  behind  him, 
Chenault  is  focusing  on  extending 
the  house  brand.  In  the  past  18 
months,  AmEx  has  introduced  18 
new  products,  including  the  Optima 
Gold  card  and  the  Blue  card,  a 
revolving  credit  card  offered  only 
outside  the  U.S. 

Chenault  hosts  employees  of  all 
levels  in  his  conference  room  for 
brown-bag  lunches  once  a  month 
on  a  rotating  basis.  "I've  gotten 
some  of  my  best  ideas  this  way,"  he 
says.  Example?  Platinum  card  mem- 
bers can  now  buy  two  international 
business-class  tickets  for  the  price 
of  one. 

The  numbers  are  going  Chenault's 
way.  In  the  last  four  years,  the  num- 
ber  of  AmEx  cardholders  has  grown 
from  26  million  to  more  than  30  mil- 
lion. The  company's  market  share  is 
climbing  back  from  a  low  of  18.3%  in 
1995  to  18.5%. 

Most  top  executives  like  to  talk 
about  teamwork,  but  when  push 
comes  to  shove  they  will  accept  most 
of  the  credit  themselves.  A  tighdy  dis- 
ciplined man,  Chenault  never  loses 
sight  of  the  need  to  appear  the  leader 
of  a  team  rather  than  its  boss.  "It's 
critical  to  share  the  credit,"  he  says — 
and  makes  it  almost  the  cornerstone 
of  his  executive  style.  Hi 
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It's  the  way  the  city  comes  alive  at  night.  It's  a  3.5-Iiter,  210-horsepower  engine 


that  likes  to  show  off  more  than  a  teenager.  It's  climate  control  that  falls 
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The  Acura  3.5RL 

somewhere  between  chemistry  and  artistry.  It's  a  streetcar  named  desire.  It's 


an  8-speaker  Bose"" audio  system  with  a  Ph.D.  in  music  appreciation.  It's  the 


first  satellite-linked  navigation  system  built  in-dash  (so  you'll  never  lose  the 


directions).  It's  a  car  that  knows  you  better  than  some  people.  It's  the  Acura  RL. 


The  True  Definition  of  Luxury.  Yoursr   ®  ACURA 


e-business 


IBM.  Solutionslor  a  small  planet  and  the  e-business  logo  are  trademarks  of  International  Business  Macfiines  Corporation  in  the  United  States  and/or  other  countries.  ©  1997  IBM  Corp 


HOW  TO  KEEP  A  SECRET. 

In  transforming  your  business  into  an  e-business,  the  single  most  important 
issue  you  have  to  wrestle  with  is  the  issue  of  security. 

Without  flexible  control  over  who  sees  what  information,  all  the  benefits  of 
putting  your  key  business  processes  online  (which  is,  after  all,  the  definition  of  an 
e-business)  are  a  moot  point.  And  when  you  connect  your  critical  systems  to  the 
Web  to  help  you  improve  customer  service  or  increase  the  efficiency  of  your 
organization  -  security  is  a  white-knuckle  issue  for  the  people  charged  with  keeping 
your  systems  running  and  your  data  protected. 

It's  not  just  a  matter  of  whom  you  let  in  and  whom  you  keep  out  (although 
that  is  obviously  important).  When  you're  using  the  Web  (or  an  intranet)  to  do  things 
like  let  your  employees  change  the  asset  allocation  of  their  401  (k)  accounts  or  let 
your  customers  see  what  their  credit  balance  is,  you  need  the  ability  to  determine  who 
sees  what  and  who  can  make  changes  to  what  they  see. 

IBM  e-business  solutions  can  help  you  manage  access  to  the  really  important 
information  you  make  available  online.  We've  spent  over  three  decades  protecting  the 
integrity  of  corporate  information  systems.  We've  pioneered  things  like  Realtime 
Intrusion  Detection,  Anti  Virus  Labs,  and  Emergency  Response  Services.  And  we've 
made  security  an  integral  part  of  IBM  e-business  technology  -  so  you  can  build  Web 
sites  tliat  loiow  how  to  keep  a  secret. 

To  keep  up  with  the  latest  IBM  security  solutions  for  e-business,  book- 
mark www.ibm.com/e-business.  Or  call  us  at  1  800  426  7080,  extension  NC31. 


Solutions  for  a  small  planet" 


Want  to  understand  why  the  French  fall  behind  eco- 
nomically? Just  see  how  they  deal  with  the  Internet. 

Laissez-faire 
not  spoken  here 


By  Julie  Pitta 


At  Planet- CyberCafe  in  the 
Montparnasse  district  of  Paris, 
beloved  of  generations  of  artists 
and  writers,  French  Generation- 
Xers  munch  hamburgers  and  take 
slow  drags  on  Marlboros.  Against 
a  wall,  a  few  personal  computers 
are  lined  up.  The  young  French 
ignore  them. 

"I  get  some  Americans,  students 
and  tourists  who  want  to  be  on  the 
Internet,"  says  Stephane  Ajzner,     ' 
Planet-CyberCafe's        manager. 
Ajzner's  shoulder-length  hair  and 
earring  blend  easily  with  the  appear- 
ance of  his  clients.  He  shares  their 
lack  of  interest  in  computers. 

The  Internet  craze  that  has  swept 
the  U.S.  seems  to  have  bypassed 
France.  What's  the  matter.^  Weren't 
the  French  ahead  of  everyone  else, 
going  on-line  in  1983  with  their 
Minitel  terminals.^ 

They  were,  but  their  lead  has 
faded.  Minitel  is  a  government  enter- 
prise. Seventeen  million  Frenchmen 
use  the  creaky  system  to  pay  bills, 
order  merchandise  and  chat  electron- 
ically. It's  nothing  like  the  Internet  as 
Americans  understand  it.  The  closest 
American  analogue  to  the  Minitel  is 
our  Postal  Service. 

"The  Minitel  was  a  blessing  in  the 
1980s  and  a  problem  in  the  1990s," 
says  Alex  Vieux,  organizer  of  the 
largest  computer  trade  show  in 
France,  IT-Comdex.  "When  the 
Internet  flared  up,  there  was  this  her- 
itage, but  it  was  a  bad  heritage.  We 
French  thought  we  could  continue  to 
do  on-line,  but  in  a  French  way." 

You've  got  to  understand  France. 
The  place  is  run  by  a  bunch  of  con- 
trol freaks.  If  they  can't  control 
something,  they  try  to  ban  it.  Not 


only  was  the  Internet  with  its  easy, 
open  access  a  danger  to  Minitel, 
which  yields  $  1  billion  a  year  in  rev- 
enue to  the  government,  it  also 
promised  to  democratize  access  to 
information.  Horrors. 

Jacques  Toubon,  the  blustery  jus- 
tice minister  under  recently  ousted 
conservative  prime  minister  Alain 
Juppe,  actually  proposed  legislation 
to  outlaw  the  downloading  of  Inter- 
net sites  written  in  English.  Why?  It 
threatened  French  culture  and  lan- 
guage, he  said.  Toubon's  proposal 
failed,  but  it  is  not  far  in  thinking 
from  other  restrictions  already  on  the 
books.  France  levies  taxes  on  movies, 
mostly  from  Holh^vood,  using  the 
proceeds  to  subsidize  competing 
French  films. 

Yet  not  even  the  French  govern- 
ment could  ignore  the  Web.  In  1996 
it  opened  its  first  official  Web  site, 
containing  white  papers  and  policy 
statements.  Incredibly  enough,  the 
organizers  initially  proposed  blocking 
the  site  to  the  general  public.  The 
very  idea  of  a  secret  Web  site  would 
produce  guffaws  in  Silicon  Valley,  but 
it  made  perfect  sense  over  there. 

"In  France,  there  is  no  incentive  to 


share  information,"  says  Francois  Le 
Gal,  a  Parisian  Web  site  designer  who 
helped  persuade  the  government  to 
open  up  its  site. 

It's  illegal  in  France  to  encrypt  any 
communication  in  any  way  unless  you 
have  permission  from  the  govern- 
ment. How  is  electronic  commerce 
going  to  get  off  the  ground  in  such  a 
society?  Good  question,  which 
appears  not  to  have  occurred  to  the 
authorities. 

They  do  try  to  be  hip.  French 

President  Jacques  Chirac  launched  his 

own   Web    page — open    to    the 

'  ^  masses — on  Bastille  Da\'  this  year. 

;  But  \\'eeks  later  Chirac,  while  tour- 

'  ing  a  research  center  in  the  south 

''■  of  Paris,  gingerly  picked  up  a  PC 

■  mouse,  examined  it  careftilly  and 

;  then  asked  his  astonished  hosts 

I  what  it  was.  Les  Gui07iols  cie  I'Info, 

',  2L  wickedly  satiric  T\'  puppet  show, 

:  later  aired  a  skit  in  which  a  giant 

\  rodent  chased  the  beleaguered 

^  French  president. 

So  how  do  you  start  a  Silicon 
Valley  in  France?  There's  going  to 
be  a  new  venture  capital  fund  for 
technologx'  startups,  sponsored  by — 
you  guessed  it — the  government. 
Dominique  Strauss-Kahn,  France's 
powerful  minister  of  economy, 
finance  and  industry,  said  he  will 
establish  the  fiind  with  the  proceeds 
from  France  Telecom's  stock  offer- 
ing. "This  is  a  capitalist  country  with- 
out capital  or  capitalists,"  says 
Strauss-Kahn,  explaining  that  the  new 
fund  would  help  remedy  diis  lack.  He 
did  not  go  into  why  there  were  few 
entrepreneurs  in  France.  Nor  did  he 
explain  why  so  many  French  techno- 
entrepreneurs  have  immigrated  to 
the  U.S. 

"We  have  some  of  the  best  engi- 
neers in  the  world,"  says  Denis  Payre, 
the  French-born  cofounder  of  Busi- 
ness Objects,  a  startup  with  a  Silicon 
Valley  address  and  a  ticker  symbol  on 
Nasdaq. 

Payre  sighs  for  his  native  land. 
"This  is  the  country  that  invented 
photography,  coinvented  the  airplane, 
invented  the  first  on-line  service." 
And  let  other,  more  open  societies 
reap  the  rewards.  Laissez-faire?  If  you 
didn't  know  better,  you  might  be 
tempted  to  say  that  there's  no  French 
word  for  it.  Mi 
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Merger  mania  grips  the  oil  industry. 

Some  buyers  expect  oil  prices  to  go  higher. 

One  thing  is  certain:  acquisition  prices  already  have. 

Nuptial  firenzy 


By  Toni  Mack 


>\ 


», 


In  the  hectic  energy- merger  days  of 
the  1980s — when  Chevron  bought 
Gulf,  Texaco  bought  Getty  and 
Boone  Pickens  threatened  to  buy  just 
about  everyone — the  rationaUzation 
was:  It's  cheaper  to  buy  reserves  on 
Wall  Street  than  to  drill  for  them. 

Merger  mania  is  back  in  the  oil 
patch.  This  year  there  have  been 
some  60  announced  deals  totaling 
$22  billion.  Union  Pacific  Resources 
has  made  a  $6.4  billion  hostile  bid  for 
Pennzoil,  and  BurHngton  Resources 


has  paid  $3.2  billion  for  Louisiana 
Land  &  Exploration.  Texaco  is 
shelling  out  $1.4  bilhon  for  Mon- 
terey Resources.  British  Petroleum 
and  Mobil  have  discussed  merging. 

"Prices  are  insane!"  declares  Alan 
Gaines,  the  head  of  Gaines,  Berland 
Inc.,  a  respected  New  York- based  oil 
investment  bank. 

So  what's  the  rationalization  this 
time.^  Two  things.  First,  oilmen  are 
betting  they  can  get  more  oil  out  of 
the  ground  than  the  acquired  com- 


pany has  been  able  to.  Thus,  what 
looks  like  overpaying  today  will  look 
like  a  bargain  a  few  years  down  the 
road,  once  all  that  new  oil  and  gas  is 
being  pumped. 

Example:  On  Oct.  6  Occidental 
Petroleum  announced  a  S3. 65  billion 
deal  to  buy  the  U.S.  government's 
78%  share  of  the  Elk  Hills,  Calif. 
Naval  Petroleum  Reserve.  The  field's 
"proved"  reserves,  oil  lingo  for  those 
reserves  almost  certain  to  exist,  had 
et  at  319  million  barrels. 
Oxy  says  that  sophisticated 
ctraction  techniques  will  imme- 
bump  that  to  500  million  bar- 
proved  reserves.  Another  500 
n  barrels  are  listed  as  "proba- 
»r  "possible" — which  are  iffy, 
xy  is  confident  it  will  eventual - 
hie  to  extract  that  oil  as  well, 
second  factor  is  one  that  few 
ers  will  explicitly  talk  about: 
re  counting  on  higher  oil  and 
•ices  to  cover  the  exorbitant 
ition  costs.  One  who  is  willing 
so  publicly  is  sa\^  Richard 
ater,  who  controls  15%  of  Pio- 
latural  Resources.  He's  expect- 
;  price  of  oil  to  move  to  around 
barrel  in  the  next  two  to  three 
-way,  way  up  from  the  recent 
per  barrel.   Natural   gas  has 
dy  climbed  steeply,  to  a  recent 
\         -2  per  thousand  cubic  feet,  and 
'        nwater  expects  the  price  to 
lain  high. 

■'To  meet  energy  needs,"  Rain- 
iter  says,  "the  world  has  to  add 
milhon  to  3  milhon  barrels  a 
ly  of  new  oil  production  every 
:ar.  Oil  is  not  coming  on 
ream  at  that  rate.  Starting  in 
999  there  will  be  virtually  no 
\.  )are  capacity'  in  the  world.  The 

ice  of  oil  will  have  to  rise." 
iwater  is  a  very  smart  guy. 
Although  his  Columbia/HCA  Health- 
care Corp.  is  in  trouble  these  days,  his 
record  as  a  farseeing  investor  remains 
among  the  best.  He  adds  that  even  if 
energ}'  prices  don't  rise  as  he  expects 
them  to,  his  oil  investments  will  still 
do  well. 

Forbes  asked  the  oil  experts  at 
Stamford,  Conn. -based  John  S.  Her- 
old.  Inc.  to  calculate  how  much 
acquirers  are  paying  per  barrel  of 
proved  reserves  (sec  table,  p.  64,  top). 
Sure  enough,  nearly  every  big  oil 
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More  wells,  flat  production 


\ 

Weils  drilled 
per  year 

> 

\ 

^ 

Av 

V 

!>ra0p  Hailv 

.i. 

production* 

30,000 
26,000 
22,000 
18,000 
14,000 


•91 


'93 


#« 


•95  '97E 

*ln  thousands  of  oil-equivalent  barrels. 

Sources:  U.S.  Department  of  Energy;  Forbes. 


Output  hasn't  been  helped 
by  an  increase  in  drilling. 
So  oilmen  are  buying 
growth. 


^M  ^M  deal  announced  this  year 
H  ■  has  been  at  a  price  per 
W  m  barrel  of  proved  reserves 
m  m  higher  than  the  average  cost 
m  1^  of  drilling  for  oil.  Burling- 
ton Resources  has  paid 
$8.52  a  barrel  for  Louisiana  Land  & 
Exploration.  Union  Pacific  offered 
$9.61  a  barrel  for  Pennzoil.  Texaco 
and  Oxy  are  paying  what  may  look 
like  reasonable  prices — $6.05  and 
$5.30  per  barrel,  respectively — but 
they're  buying  low-quality  oil  that 
used  to  trade  at  around  $4  a  barrel. 
The  average  cost  of  oil  found  by 
drilling:  $5.75  per  barrel. 

Oilmen  need  to  buy  reserves 
because,  even  though  they  are  step- 
ping up  drilling,  they  are  barely  hold- 
ing output  steady  (see  chart  above). 
Some  oilmen  say  there  just  are  not 
enough  promising  places  left  to  drill. 
Complains  Burlington  Resources 
Chairman  Bobby  Shackouls:  "Except 
for  the  Arctic  National  Wildlife 
Refuge  in  Alaska,  where  we  are  not 
allowed  to  drill,  and  the  very  deep 
Gulf  of  Mexico,  there  is  not  enough 
white  space  between  [old  oil  and 
gas]  wells  to  look  for  big  new 
reserves." 
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Examine  our  classic  collection  of  Beretta  Sport "  field  clothing  and  sportswear, 

luggage  and  shooting  accessories. ..and,  our  incomparable  line  of  fine  sporting  arms. 

Beretta  Gallery,  the  store  for  those  who  share  a  passion  for  tradition  and  style. 


BERETTA^GALLERY 

718  M.idi.son  Avenue.  New  York  (Between  63rd  .ind  64lhK  Tel.  212-319-3235  ♦  41  Highland  Park  Village.  Pallas,  Tel.  214-559-9S0O. 


Yourself 
Some 
Time. 

Our  F/exJet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a. fraction  of  the  cost. 


Take  control  of  your  schedule  with 
F/cxJet "  fractional  ownership.  It's  not 
time-.sharing.  It's  better.  It's 
^larantecd  anytime  access  to 
a  Lear  jet"  or  Challenger* 


1 


business  jet.  And  it's  tailored  to  vour 
exact  requirements,  from  jast  $170,000 
a  year'  over  five  years,  all-inclusive. 
Call  1-800-590-JETS. 
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FUNDSNETWORK. 


TO  A  MUTUAL  FUND 

INVESTOR,  IT^S 

COMMAND 

CENTRAL. 


TDD  Service:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carehilly  before  you  invest  or  send ; 

'Source;  Momingstar  data  as  of  9/30/97  and  includes  all  equity  and  bond  funds  tracked  by  Momingstar  Highly  rated  funds  were  defined  as  those  funds  that  have  a  4-  or  5-star  overall  Momingsta: 
FundsNetwork  offers  access  to  575  4-star  and  253  5-star  rated  funds  out  of  2,914  funds  as  of  9/30/97.  Momingstar  equity  fund  universe  includes  domestic  stock  funds  (which  included,  but  were  not 
to,  growth  and  income,  and  equity  income  objectives),  intemational  stock  funds,  and  specialty  funds.  Momingstar  bond  fund  universe  includes  both  taxable  and  non-taxable  bond  funds.  Mornings 
prieiary  ratings  reflect  histoncal  nsk-adjusied  performance  as  of  9/30/97.  The  ratings  are  subject  to  change  ever)-  month.  Momingstar  ratings  are  calculated  from  a  fund's  3-,  5-  and  10-year  average 
returns  in  excess  of  90-day  Treasury,  including  loads,  if  appropnate,  and  a  nsk  factor  that  reflecis  performance  below  the  90-day  Treasur)'.  Of  all  funds  in  each  category,  10%  rate  5-stars  from  Morr, 
22.5%  rate  4-stars,  and  35%  rate  3-sUrs.   -All  fees  described  in  the  funds'  prospectuses  sull  apply  Fidelit)^  Brokerage  Sen'ices,  Inc.  or  its  brokerage  affiliates  may  be  remunerated  for  pro\nding  certain 
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FIDELITY  FUNDSNETWORK:  FUNDS  FROM  OVER  300  COMPANIES,  INCLUDING  FIDELITY 


CHOOSE  FROM 
MORE  THAN 
QO  FUND  FAMILIES, 
INCLUDING; 

Babson 

Baron 

Berger 

Cohen  &  Steers 

Dreyfus 

Founders 

Gabelli 

Heartland 

INVESCO 

Janus 

Lexington 

Montgomery 

Neuberger  &  Berman 

Oakmark 

PBHG 

Robertson  Stephens 

Stein  Roe 

Strong 

Warburg  Pincus 

AND  MANY  MORE 


Now  you  can  control  all  your  mutual 
fund  investing,  in  one  convenient  account. 


With  FundsNetwork,  control  means 


choices.  You  have  access  to  over  800  four- 


and  five-star  funds.'  And  only  with 
FundsNetwork  can  you  get  Fidelity  funds 
without  paying  a  transaction  fee.^  This 
combination  of  choice  and  value  is  why 
SmartMoney  magazine  rated  Fidelity 
"#1  mutual  fund  provider."^ 


Control  also  means  convenience.  With  FundsNetwork,  you  can  access  your 


account  by  phone  or  online  24  hours  a  day 
And  for  online  investors,  there's  Fund 
Evaluator,'"  the  new  research  tool  that  lets  you 
analyze  funds  according  to  your  own  needs. 
To  get  started,  visit  our  Web  site  or  call 
today  Soon,  you'll  experience  what  every 
investor  wants,  complete  control. 


Contact  us  for  FundScreens, 

a  list  of  highly  rated  funds, 

and  take  control  now. 


www.fidelity.com 


1-800-544-3025 


Fidelity 


Investments 


WHERE   12   MILLION   INVESTORS   PUT  THEIR  TRUST.^ 


ig  and  shareholder  services  to  the  fund  famihes.  For  more  information  on  ihc  FundsNetwork  program,  call  for  a  FuncisNcIworfc  Pajomancc  Dirccfoiy.  "The  Best  and  Worst  Discount  Brokers," 
^oney,  July  1997.  SmartMoney  is  a  registered  trademark  of  SmaiiUoney,  a  joint  venture  of  Dow  Jones  &  Company,  Inc.  and  the  Hearst  Corporation  and  SiiuirtMont^  is  not  afTiliated  with 
y.  Survey  based  on  evaluation  of  21  discount  brokers  lor  9  categories,  including  mutual  fund  offerings.  Mutual  fund  offerings  ranked  by  SmatiUoncy  based  on  quantity  and  quality  of  funds 
)le,  as  well  as  trading  costs  through  various  electronic  services.  Not  all  discount  brokers  surveyed  offered  mutual  funds  or  electronic  services  to  their  customers.  Share  prices  and  returns 
^ry.  Fidelity  Distributors  Corporation  (General  Distribution  Agent  for  Fideliiy  funds)  FundsNetwork  is  a  registered  trademark  of  FMR  Corp.  and  a  service  provided  by  Fidehtv  Brokerage 
tes,  Inc.  Member  NYSE,  SIPC.  :)K/4Xsxnmi 
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The  bride  came  dear 

Almost  all  the  pairings  below  are  at  prices  far  higher  than 
the  average  $5.75-a-barrel  cost  to  drill  for  oil. 


Buyer 

Seller 

Purchase 
price 
($mil) 

Oil  &  gas 

reserve 

value' 

($mil) 

Proved 
reserves^ 
(mil  bbl) 

Purchase 

price 
per  barrel 

Offer 

price 
per  share 

Union  Pacific  Resources 

Pennzoil 

$6,351 

$3,841 

400 

$9.61 

$84.00 

Occidental  Petroleum 

US  Department  of  Energy 

3,650 

2,650 

500 

5.30 

NA 

Burlington  Resources 

Louisiana  Land  &  Exploration 

3,212 

2,930 

344 

8.52 

70.34 

Parker  &  Parsley  Petroleum^ 

Mesa 

2,151 

2,084 

309 

6.74 

5.41 

Texaco 

Monterey  Resources 

1,436 

1,424 

235 

6.05 

21.00 

Pioneer  Natural  Resources 

Chauvco  Resources 

1,191 

1,105 

153 

7.22 

18.85* 

'  Excludes  pipelines,  refineries  and  other  nonoil  assets.  ^Oil-equivalent  barrels.  ^  Merged  company  renamed  Pioneer  Natural  Resources.  *  Based  on  Pioneer's  closing  share  price  of  $41.75  on  day 
prior  to  announcement.  NA:  Not  available. 


Source:  John  S.  Herold,  Inc. 


If  Rainwater  is  right  about  soaring  oil  and  gas  prices, 
the  current  takeover  craze  makes  some  sense:  If  prices 
are  going  up,  you  want  to  have  oil  to  sell  at  the  higher 
prices,  and  if  you  can't  drill  for  it,  you  had  better  go  out 
and  buy  it.  While  you  can. 

So  look  for  merger  mania  to  continue  in  the  oil  patch. 
Who  might  get  gobbled  up  next?  See  our  table  of  likely 
candidates  below. 

Of  course,  not  everyone  is  racing  to  the  altar  to  get 
hitched.  Joe  Foster  left  a  top  post  at  Tenneco  in  1988 
to  found  Newfield  Exploration.  He  and  his  staff  own 
12%  of  Newfield's  common  shares,  and  they're  in  no 

Shall  we  dance? 


rush  to  buy.  Says  Foster:  "I  tell  the  young  guys,  'Deals 
are  like  streetcars.  There'll  always  be  another  one.' 
Every  [acquisition]  frenzy  like  this  always  gets  carried 
too  far."  ■■ 


Company 

Sales 
($mil) 

Market 
value 
($mil) 

Recent 

stock 

price 

Appraised 
net  worth 
per  share 

Price  as  % 

of  appraised 

net  worth 

Stock  price/ 
bbl  proved 
reserves' 

—Estimated  EPS— 
'97                  '98 

—Estimated  P/E— 
■97               '98 

Amoco 

$32,150 

$45,461 

$92.63 

$81.55 

114% 

$5.78 

$5.19 

$5.30 

17.8 

17.5 

Apache 

977 

3,861 

42.75 

27.65 

155 

7.57 

1.61 

1.77 

26.6 

24.2 

Cabot  Oil  &  Gas 

163 

538 

23.50 

22.75 

103 

3.07 

0.81 

0.64 

29.0 

36.7 

Coho  Energy 

58 

293 

11.50 

10.10 

114 

5.42 

0.35 

0.52 

32.9 

22.1 

Devon  Energy 

164 

1,498 

46.50 

34.45 

135 

8.42 

2.13 

2.13 

21.8 

21.8 

Enserch  Exploration 

330 

1,152 

9.13 

7.75 

118 

4.40 

0.28 

0.34 

32.6 

26.8 

HS  Resources 

157 

314 

18.50 

19.25 

96 

2.18 

0.48 

0.55 

38.5 

33.6 

Lasmo^ 

1,281 

3,985 

12.38 

9.65 

128 

7.14 

0.16 

0.27 

77.3 

45.8 

Mitchell  Energy 

1,105 

603 

27.00 

20.10 

134 

NM 

1.34 

1.46 

20.1 

18.5 

Oryx  Energy 

1,168 

3,004 

28.50 

21.10 

135 

5.05 

1.48 

1.60 

19.3 

17.8 

Phillips  Petroleum 

15,731 

13,073 

49.63 

52.80 

94 

3.68 

3.50 

3.48 

14.2 

14.3 

Plains  Resources 

629 

330 

19.88 

24.70 

80 

2.27 

0.75 

0.90 

26.5 

22.1 

Seapll  Energy 

519 

1,556 

24.63 

18.50 

133 

5.13 

0.51 

0.60 

48.3 

41.0 

Union  Texas  Petroleum 

1,008 

1,959 

23.13 

31.65 

73 

3.35 

1.48 

1.35 

15.6 

17.1 

Unocal 

5,328 

10,189 

41.25 

37.20 

111 

5.21 

2.18 

2.51 

18.9 

16.4 

Wiser  Gil 

72 

148 

16.50 

21.30 

77 

2.90 

0.53 

0.72 

31.1 

22.9 

'  Excludes  pipelines,  refineries  and  other 

lonoil  assets.  2 

American  Depositary  Shares  traded 

on  the  New  York  Stock  Exchange.  NM:  Not  meaningful. 

Sources:  John  S  Herold,  inc;  IBES  Inc.  via  OneSource  Information  Services. 

All  these  companies  have  valuable  assets— oil  and  gas  reserves  and  potential  drill  sites— that  could  well  draw  suitors. 
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PATEK  PHILIPPE 

GENEVE 


You   never 

ctually   own   a   Patek   Philippe. 


You  merely  take  care  of  it  for  the  next 


eneration.  The  new  men's  Neptune.  Self-winding,     '~     >  >, 


hand-crafted  in  i8  karat  solid  gold.       Begin  your  own  tradition. 

^en's  Neptune;  ref.5081/1.  For  information:  Patek  Philippe,  Dept.  304,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 


Jack  Valenti,  Hollywood's  man  in  Washington,  is  a  celebrity  in  his  own  right. 

Mr.  Valenti 

gpes  to  Washington 


By  Dyan  Machan 


Jack  Valenti, 
president  of  the 
Motion  Picture 
Association 
of  America 
"We  are  the  grand| 
jewel  in  America's 
trade  crown.  We 
contribute  more 
to  the  U.S.  econo- 1 
my  than  automo- 
tive or  aircraft 
or  apparel 
or  chemicals." 


Say  you're  running  for  senator. 
Whom  would  you  want  standing  next 
to  you  in  the  T\^  shot?  A  colorless  cap- 
tain of  industry — -or  Clint  Eastwood? 
Therein  lies  much  of  the  political 
power  of  Jack  Valenti,  the  veteran 
president  of  the  Motion  Picture  Asso- 
ciation of  America  (mpaa).  Get  one  of 
his  celebrities  at  your  money-raiser 
and  you're  guaranteed  a  turnout. 

Valenti  has  a  $60  milUon  budget, 
but  his  almost  unlimited  supply  of 
celebrity  power  for  photo  ops  and 
endorsements  is  priceless.  Call 
him  the  most  powerful  lobbyist  in 
Washington. 

Valenti  is  20  minutes  late  joining 
me  for  lunch  at  the  Hay  Adams 
Hotel  in  Washington,  but  he  utters 
so  many  buttery  apologies  that  his 
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tardiness  is  soon  forgiven. 

I  confront  him  with  his  celebrity 
power,  his  abilit)'  to  supply  tinsel  glit- 
ter to  friendly  pols.  Naturally,  he  plays 
it  down.  "Using  celebrities  for  politi- 
cal campaigns  is  very  rare,"  he  says, 
deliberately  ignoring  Bill  Clinton  and 
Al  Gore's  highly  visible  use  of  celebri- 
ties. But  Valenti's  counterpart  at  the 
National  Association  of  Broadcasters, 
Edward  Fritts,  who  has  on  occasion 
been  bested  by  Valenti,  knows  better. 

Quips  Fritts:  "Typical  Valenti  ques- 
tion: 'Have  you  had  a  chance  to  have 
dinner  out  at  Chuck  Heston's  house?' 

'No,  but  I'd  like  to.' 

'Fine.  Well,  why  don't  we  organize 
a  littie  gathering  of  some  of  our  Hol- 
h^vood  friends  in  support  of  your 
campaign?'" 


Valenti  will  concede  that  he  has 
used  star  power  to  encourage  legisla- 
tion desired  by  his  bosses  in  Holly- 
wood. In  1983  his  Hawaii  vacation 
was  interrupted  when  the  broad- 
casting association  persuaded  FCC 
chairman  Mark  Fowler  to  abolish  the 
financial  syndication  rules  that  for- 
bade broadcasters  to  o\\'n  any  of  the 
shows  they  air.  Hollywood  wanted 
the  rules  intact  so  that  the  broadcast- 
ers would  remain  dependent  on  its 
products. 

Rushing  back  to  Washington, 
Valenti  counterattacked.  He  brought 
out  the  big  guns:  Kirk  Douglas, 
Charlton  Heston,  Warren  Beatt}'  and 
Stefanie  Powers  appeared  before  con- 
gressional committees  in  support  of 
keeping  the  syndication  rules.  Not 
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even  the  combined  might  of  all  three 
broadcast  networks  could  prevail 
against  that  star  power. 

The  ridiculous  anticompetitive  law 
was  finally  repealed  9  years  later,  but 
give  Valenti  credit:  Against  great 
odcis  he  helpeci  keep  it  on  the  books 
for  21  years. 

We  are  seated  at  Valenti's  regular 
table,  the  most  visible  spot  in  the 
hotel's  Lafayette  restaurant.  A  plate  of 
fruit  salad  is  placed  before  him,  and 
he  mentions  he  is  dieting,  which  this 
trim  76-year-old  does  whenever  he 
finds  himself  more  than  1  pound 
overweight. 

Oxer  the  food  Valenti  tantalizes  me 
with:  "In  Washington,  the  Achilles' 
heel  is  hubris — particularly  of  people 
who  work  in  the  White  House.  It's 
the  belief  that  you  were  born  and  sent 
to  earth  in  order  to  help  run  the 
country,  and  you're  invested  with 
supernatural  powers." 

Aha!  The  great  insider  is  about  to 
regale  me  with  some  real  juicy  stuff. 
Names.^  I  ask.  Valenti  dodges  the 
question.  If  it's  dirt  you  want,  the 
subject  has  to  have  been  gone  for  at 
least  15  years.  So  he  offers  anecdotes 
about    the    arrogance    of    Jimmy 


Carter's  henchmen.  "They  never  un- 
derstood that  they  were  the  custodi- 
ans of  a  temporary  responsibilit)'.  As  a 
result,  the  Carter  Wliite  House  had  a 
terrible  relationship  with  the  Con- 
gress, with  the  Democratic  Part)'  and 
with  the  people  in  Washington." 

Valenti  cites  as  an  example , of  Car- 
terian  aloofness  Carter's  chief  of  staff, 
Hamilton  Jordan,  who  didn't  return 
Valenti's  phone  calls.  In  Valenti's 

'What  really  gives  me  a 
Maalox  moment  is  that  with 
the  Internet  and  the  advent 
of  digital . . .  the  prospect  of 
piracy  is  terrorizing." 


book  that's  about  as  dumb  a  thing  as 
you  can  do.  Presumably,  Jordan's  suc- 
cessors all  Icnew  better. 

Valenti  has  been  in  Washington 
since  1963.  As  head  of  a  regional 
advertising  firm  in  Houston,  he  was 
handling  local  media  for  President 
Kennedy's  visit  to  Texas  and  was 
riding  in  the  motorcade  when  Jack 
Kennedv  was  shot  in  Dallas.  Just  after 


being  sworn  in  as  President  on  Air 
Force  0}u\  IBI  hired  Valenti  as  special 
assistant  to  the  President,  beginning 
Valenti's  life  in  Washington.  He 
stayed  with  Johnson  until  1966,  when 
Lew  Wasserman,  then  head  of  Mc:.'\, 
asked  him  to  take  o\er  the  film  indus- 
try's trade  and  lobbying  organizafion. 

Wlien  Valenti  mo\ed  into  tiie  pow- 
erfiil  and  well-fimded  trade  organiza- 
tion, Holh^vood  was  groaning  under 
a  set  of  rules  called  the  Hays  Code,  a 
relic  of  one  of  Valenti's  predecessors, 
Will  Hays,  and  of  a  more  puritanical 
age.  The  Hays  Code  banned  such 
naughty  things  as  casual  sex;  four-letter 
words  (including  exen  damn  and  hell); 
and  criminals  fiaunting  guns.  This,  in 
the  eyes  of  the  Holh'wood  moguls, 
Umited  attendance  at  their  flicks. 
Valenti  replaced  the  code  with  a  mo\ie 
ratings  sx^stem  tliat  permitted  an\thing 
but  gave  films  specific  codes,  original- 
ly G,  Al,  R  and  X.  Clever.  Holh'wood 
got  what  it  wanted.  The  moralists  got 
parental  guidance  ratings. 

Even  dearer  to  the  hearts  of  the 
Holh'wood  moneybags  he  represents, 
Valenti  used  his  political  clout  to  help 
pry  open  international  markets  for 
American  films.  Foreign  revenues  now 


Washington 
survival  tips 


Jack  Valenti's  prescription 
for  surviving  in 
Washington  as  a  lobbyist: 

Never  surprise  your  con- 
stituency: "There's  nothing 
more  disheartening  than 
to  charge  up  San  Juan  Hill 
and  find  that  you  have  no 
armv  in  back  of  vou.  It's  a 


desolating  feeling." 

Know  your  brief:  "I 
don't  go  off  half-cocked. 
Otherwise  people  will  be 
courteous  but  will  dismiss 
you." 

Use  fresh  language:  "It 
catches  people's  attention 
when  you  say  something  a 
little  bit  differently.  1  like  to 
use  imagery.  Don't  say  'Con- 
gratulations' when  you  can 
say  'I'm  cheered  to  watch 
vour  ascension  to  Mount 
Olympus.'" 

Never  read  a  speech:  "Go 
over  it  50  times.  I  may  look 
like  I'm  doing  an  ad-lib  or 
am  extemporaneous,  but  I'm 
not.  And  that's  helpfiil, 
whether  you're  trying  to  per- 
suade people  or  whether 
you're  trying  to  let  them 
spend  an  interesting  five 
minutes  with  you." 

Never  negotiate  with  ter- 


rorists: "When  I  deal  with 
bullies,  I  counterattack. 
I've  become  a  little  intimi- 
dating over  the  phone. 
When  they  reach  a  point,  I 
draw  a  line  in  the  sand  and 
say,  'So-and-so,  now  I'm 
going  to  hang  up  unless 
we  begin  to  have  a  civil 
conversation.'  Every  time 
I  do  that,  I've  found 
they  back  up." 

Don't  waste  time  getting 
even:  "Revenge  is  a  word 
that's  not  in  my  lexicon.  I 
know  I  will  not  repose  fur- 
ther trust  in  that  person  who 
gives  Benedict  Arnold  a  bad 
name.  People  who  deal  in 
vengeance  are  squandering 
precious  time." 

Do  what  you're  paid  for: 
"The  most  important  sur- 
vival technique  is  to  get 
things  done." 

-D.M.    Hi 
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make  up  42%  of  Holl^'wood's  take  and 
are  growing — one  more  reason  the 
job  is  probably  Valenti's  for  life. 

These  days  Valenti  justifies  his  $1- 
million-plus  yearly  salary  by  fighting 
for  Holh^vood's  version  of  intellectu- 
al property  rights.  Meaning,  of  course, 
the  version  that  maximizes  Holly- 
wood's revenue  streams.  He  takes  a 
sip  of  his  black  coffee  and  delivers: 
"What  really  gives  me  a  Maalox 
moment  is  that  with  the  Internet  and 
the  advent  of  digital,  the  1,000th  copy 
of  a  digitized  movie  is  as  pristine  and 
pure  as  the  first  copy.  The  prospect  of 
piracy  is  terrorizing."  (Thank  Valenti 
for  those  warnings  on  rented  video- 
tapes that  the  FBI  will  come  after  you 
if  you  violate  the  copyright.)  The  mp.\a 
has  earmarked  $40  million  to  help 
keep  the  feds  alert  to  the  problem  of 
copyright  violation.  Hollywood  wants 
to  make  sure  it  gets  paid  every  time 
you  amuse  yourself  with  its  products. 

This  puts  Valenti  in  direct  opposi- 
tion to  Internet  libertarians.  Before  a 
packed  crowd,  Valenti  recentiy  testi- 
fied to  a  House  subcommittee,  liken- 


ing the  Internet  to  a  virtual  pirate 
shopping  mall.  Valenti  argued  that  on- 
line service  providers  should  shoulder 
at  least  some  of  the  policing  responsi- 
bility' for  unauthorized  copyright  use. 
Which  puts  him  squarely  in  the 
midst  of  a  donnybrook.  Recently  the 
World  Intellectual  Propertv'  Organiza- 

*^  Washington,  the 
Achilles'  heel  is  hubris. 
Ifs  the  belief  you  were  bom 
and  sent  to  earth  in  order 
to  help  run  the  country." 

tion  developed  a  treatv'  that  protects 
copyrights  on  the  Internet.  The  on- 
line service  providers  like  AOL  have 
tried  to  insert  language  to  exempt 
themselv'es  fi-om  liabilitv^  when  a  viola- 
tion  occurs.  They  don't  want  to  be 
turned  into  cops,  and  they  don't  want 
the  U.S.  to  ratify  the  treaty  until  they 
get  their  exemption. 

Valenti  wants  to  bully  the  treatv 
through  and  worry  about  liability 


later.  "The  on-line  service  providers 
are  persuading  their  friends  in  Con- 
gress to  hold  up  the  implementing 
language  to  force  us  to  lean  to  their 
point  of  view.  We're  saying  the  two 
issues — copyright  protection  and 
copyright  enforcement — shouldn't  be 
umbilically  attached." 

Knowing  that  his  is  not  a  particu- 
larly popular  position  in  a  world 
where  people  like  to  get  things  for 
free,  Valenti  says:  "Gotta  talk,  gotta 
talk.  Over  and  over  I  make  two  state- 
ments: One,  piracv'  is  devastating,  and 
two,  the  movie  industry  provides  the 
most  wanted  of  all  U.S.  exports.  We 
are  the  grand  jewel  in  America's  trade 
crown.  We  contribute  more  to  the 
U.S.  economy  than  automotive  or  air- 
craft or  apparel  or  chemicals. 

"At  $400  billion  we're  6%  of  GDP. 
Everv'one  I  know  is  tired  of  hearing  this, 
but  the  200th  time  I  say  it,  some  con- 
gressman will  hear  it  for  the  first  time." 
Of  course,  that  figure  represents  not 
just  movies  but  the  value  of  all  intellec- 
tual propertv',  including  books,  com- 
puter soft^vare  and  musical  recordings. 


It's  really  coming  down.  It's  really  piling  up. 
It  really  doesn't  matter. 


Go  ahead,  let  it  snow.  If  you're  in  the  new  Continental,  you've  got  the  road-grabbing  power  of  front-wheel  drive.  Along  with  All-Speed 
Traction  Control  to  help  keep  your  wheels  from  spinning.  And  the  strength  of  a  32-va!ve  InTech"  V-8.  When  it's  not  blanketed  in 
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I  try  to  change  the  subject.  Tell  us 
about  the  economics  of  the  movie 
business.  Budgets  grow  to  the  sky, 
and  no  one  seems  able  to  control 
costs.  Valenti  dodges  with  mumbo 
jumbo  about  how  economic  rules 
don't  apply  to  the  creative  process. 

Right.  Movies  are  about  art,  not 
about  money.  He  doesn't  really 
expect  me  to  believe  that,  but  this  guy 
has  been  around  too  long  and  likes 
his  job  too  much  to  take  a  chance  on 
saying  something  that  might  offend 
the  people  who  pay  the  bills. 

I  try  again:  There  is  more  cigarette 
smoking  on  screen  than  there  was  20 
years  ago;  the  language  and  violence 
are  worse  than  e\'er.  I  can't  take  my  7- 
year-olds  to  a  movie. 

Valenti  immediately  wraps  himself 
in  the  First  Amendment.  "It  [the  First 
Amendment]  means  that  you  have  to 
endure  that  which  you  think  is  im- 
proper, unwholesome,  voilgar,  mere- 
tricious and  tawdry,  and  you  have  to 
allow  to  drift  through  the  marketplace 
some  gamy  odors  that  just  shred  your 
soul,  but  that's  the  price  you  pay  for 


Valenti,  Hollywood's  power  broker 
Dinner  out  at  Chuck  Heston's  house? 


gi\'ing  you  the  right  to  speak." 

I  see.  If  I'm  not  willing  to  subject 
my  kids  to  raw  sex,  I  lose  the  right  to 
speak  my  mind? 

Valenti  responds  with  some  double- 
talk:  "If  I  could  make  a  rule,  I'd  say, 
'Please,  Mr.  Director,  banish  smoking 
from  the  screen!'"  Valenti  also  admits 
he'd  like  less  Milgarit}'.  Violence.'  Too 
touchy.  On  violence  he  goes  back  into 
lobbyspeak.  "WTiat  is  gratuitous  vio- 
lence?" he  asks  rhetorically.  "Is  it  John 
WavTie  flame-throwing  and  killing  Japan- 
ese at  Iwo  Jima?  Or  is  it  one  man  getting 
strangled?  How  do  v'ou  define  it?" 

Lunch  finished,  we  go  to  his  office 
at  1600  I  Street,  across  from  the 
White  House.  Time  for  one  last  ques- 
tion: "WTio  do  you  think  is  the  better 
actress — Eva  or  Zsa  Zsa  Gabor?" 

Was  that  a  joke  or  a  trap?  Valenti 
ducks.  "You  know,  they  didn't  make 
many  movies,"  he  says.  On  parting, 
he  gives  me  a  copy  of  his  1982  book, 
Speak  Up  with  Confidence,  a  text  on 
speaking  effectively  in  public.  Inside, 
he  inscribes:  "Next  time,  I'll  answer 
the  Gabor  question."  ^ 


snow,  the  Continental  shows  off  its  new  contemporary  styling.  So  not  only  can  we  help  you  get  there  safely,  you'll  be  arriving  in  style. 
For  more  information,  visit  our  web  site  at  www.lincolnvehicles.com  or  call  1 800446-8888. 

The  new  Continental  from  Lincoln.  What  a  luxury  car  should  be. 
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Brand-name  buildup 


BY  JOHN  RUTLEDGE 


John  Rutledge 
is  an  economist 
and  chairman  of 
Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


In  the  past  I  have  often  written  about  lessons 
I  learned  while  working  to  improve  the  value 
of  operating  companies — after  the  fact.  This  is 
a  very  pleasant  exercise — an  occasion  for  brag- 
ging. In  the  event  that  we  don't  do  such  a 
good  job  I  don't  have  to  tell  you  about  it. 

So  this  time  I  am  going  to  stick  my  neck 
out.  I'm  writing  about  a  strategy  we  plan  to 
execute  over  the  next  year.  Our  plan  is  to 
implement  a  strategic  buildup  using  StairMas- 
ter,  a  fitness  equipment  company,  as  the  plat- 
form for  building  a  company  to  dominate  the 
home  fitness  market  (just  kidding,  Justice 
Department). 

We  start  with  a  strong,  well-respected  plat- 
form company  with  a  management  team  that 
is  not  only  good  at  running  its  own  business 
but  has  the  talent,  energy  and  capacity  to  run 
a  substantially  larger  one.  We  plan  to  help  the 
managers  to  identify,  evaluate,  finance,  acquire 
and  integrate  additional  companies  to  build  a 
dominant  firm. 

Done  successfully,  this  strategy  can  create 
powerftil  operating  leverage  by  applying  exist- 
ing managerial  talent  to  a  larger  base  of  assets. 
That's  why  this  strategy  is  so  popular  today. 
A  particularly  interesting  variant  is  the  brand- 
name  buildup:  extending  the  market  impact  of 
a  strong  brand  name  across  to  more  prod- 
ucts— and  to  more  customers. 

A  friend  in  graduate 
school  served  daiquiris 
made  with  water  in  place 
of  rum.  He  said  water 
was  cheaper  and  healthier 
for  the  partygoers. 


The  result  is  what  the  stock  market  is 
hungry  for  today — growth.  By  extending  the 
product  line  of  a  company  with  a  strong 
brand,  you  can  offer  customers  solutions  that 
were  not  feasible  for  any  of  the  individual 
companies.  For  example,  by  adding  capabili- 
ties in  treadmills,  strength  equipment  and 
other  sectors  of  the  fitness  equipment  market, 
StairMaster  will  be  able  to  design,  fit  out  and 
finance  a  complete  health  club  or  hotel  fitness 
facility  with  equipment  designed  to  perform 


together.  In  a  good  brand-name  buildup,  two 
plus  two  truly  equals  five. 

But  buildups  can  be  ftimbled,  too.  As  one 
of  the  directors  of  Coca-Cola  told  me  once,  a 
brand  name  doesn't  live  in  a  company  or  on  a 
product;  it  lives  in  the  brain  cells  of  the  cus- 
tomers. To  him,  the  value  of  the  Coke  brand 
is  based  on  his  memory  of  the  time  he  sat  at  a 
drive-in  movie  with  a  Coke  in  one  hand  and 
his  girlfriend's  hand  in  the  other.  Likewise, 
the  value  of  the  StairMaster  brand  is  based  on 
all  the  positive  experiences  its  customers  have 
had  while  using  the  product.  A  botched 
buildup  can  inflict  permanent  damage  on  a 
good  brand  name. 

The  best  way  to  botch  a  buildup  is,  if  you 
will  pardon  the  expression,  brand-whoring; 
placing  a  respected  brand  name  on  inferior 
products,  hoping  to  dupe  customers  into 
paying  a  premium  price  for  a  discount  prod- 
uct. This  reminds  me  of  a  friend  of  mine  in 
graduate  school  who  served  daiquiris  made 
with  water  in  place  of  rum  after  midnight  at 
his  Saturday  night  parties.  Water  was  a  lot 
cheaper  than  rum,  he  said.  And  besides,  it 
was  actually  healthier  for  the  part}^goers. 
No  point  in  telUng  the  drinkers  and  spoiling 
their  fun. 

But  I  wouldn't  try  this  with  product-line 
extension.  Valuable  companies  with  strong 
franchises  are  not  built  on  a  foundation  of 
disappointed  customers.  So,  in  a  buildup, 
it  is  important  to  put  together  only  those 
companies  that  in  the  eyes  of  customers 
belong  together. 

In  StairMaster,  like  Coke,  Kleenex, 
Frigidaire  and  Osterizer,  we  have  a  brand  that 
has  become  synonymous  with  an  entire  cate- 
gory of  products.  We  think  that  in  the  minds 
of  customers  it  stands  for  qualit)^,  durability, 
service  excellence  and  aerobic  health  authen- 
ticit)'.  It  is  very  important  to  consider  only 
acquisitions  whose  brands  mean  these  same 
characteristics  to  customers.  There  aren't 
many  of  those  out  there. 

Standard  operating  procedure  among  deal 
junkies  is  to  sneak  up  on  companies  they  want 
to  buy  and  keep  their  plans  secret.  But  I 
would  rather  let  people  know  what  we  are  up 
to.  Which  is  what  I  am  doing  now.  If  we  flop, 
you  get  to  watch  it  live.  If  we  succeed,  be 
sure,  I  will  tell  you  about  it. 

I'll  keep  you  posted  on  our  progress  as  we 
do  our  work  in  the  coming  months.  Hi 
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Find  out  why  these  fine  companies  and  organizations  are  thriving  in  ConnecticuL 


Connedkut  Departmenf  of  itonomk 
and  Community  Development 
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Cigna  Healthcare 

A  Business  of  Caring. 
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LOCTITE 
CORPORATION 


Loctite  Corporation  is  the  world's  leading  manufac- 
turer and  marketer  of  specialty  adhesives, 
sealants  and  coatings.  The  company  markets 
more  than  1,000  products  in  more  than  80  countries 
and  employs  more  than  4,500  people  worldwide. 

Loctite  engineers  partner  with  manufacturers  in  a 
range  of  industries,  including  the  electronics,  automo- 
tive and  medical  industries,  to  find  solutions  to  their 
manufacturing  problems.  In  1996  alone,  Loctite 
invested  approximately  $31  million  in  research  and 
development  efforts  and  earned  40  patents. 

Since  1953,  when  the  company  was  founded  by  a 
local  chemistry  professor,  Loctite's  headquarters  hove 
been  in  Hartford,  Connecticut.  In  1 994,  the  company 
built  0  worldwide  engineering  center  for  research  and 
development  in  Rocky  Hill,  Connecticut.  "With  its 
highly  skilled,  well-educated  workforce,  Connecticut  is 
the  ideal  location  for  a  high-tech,  R&D-based  business 
like  Loctite,"  soys  David  Freeman,  Loctite's  chairman, 
president  and  chief  executive  officer. 
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Over  the  last  two  and  a  half  y§ars,  the 
Connecticut  economy  has  macle  o 
remarkable  comeback  and  the  business 
climate  has  never  been  better. 

It's  no  secret  that  the  Northeast  took 
some  heavy  hits  in  the  late  1980s  and 
early  1990s,  Connecticut  included. 
But  Yankee  ingenuity  prevailed: 
Connecticut  learned  some  valuable 
lessons,  put  its  shoulder  to  the  wheel 
and  fought  its  way  back. 

Today,  the  State  can  once  again 
boast  of  strong  economic  growth  and 
vitality,  driven  by  a  combination  of  its 
traditional  strengths  —  such  as  a 
skilled,  highly  productive  workforce  and 
an  excellent  quality  of  life  —  and  a 


Jim  Perakis 

Chief  Executive  Officer 

HYPERION 
S0F1WARE 


Headquartered  in  Stamford,  Connecticut,  with 
offices  in  26  countries,  Hyperion  Software 
is  a  market  leader  in  the  development  and 
implementation  of  analytic  financial  software. 
Hyperion  Internet-enabled  applications  support  and 
enhance  enterprise-wide  financial  processes  — 
including  planning  and  budgeting,  multisource 
consolidation,  multidimensional  analysis  and  analytic 
accounting.  Hyperion  clients  total  more  than  3,200 
—  including  50  percent  of  the  Fortune  500.® 

For  more  information  about  Hyperion  Software 
solutions  and  how  they  can  help  improve  your 
company's  financial  performance,  call  800-286-8000. 
Or  visit  our  Web  site  at  www.hyperion.com. 


r^ 


Hyperion. 

J    1.      SOFTWARE 


Listen  to  your  business. 


new  spirit  of  cooperation  between 
State  government  and  business. 

Fighting  the  Good  Fight 

Connecticut  government  and  business 
leadership  is  dedicated  to  creating  and 
maintaining  a  climate  in  which  busi- 
nesses can  thrive  and  jobs  can  grow. 
Taxes  have  been  cut,  investment  in  edu- 
cation has  been  stepped  up  and  the 
State's  business  environment  has  turned 
around  dramatically. 

Since  January  1995,  Governor  John 
G.  Rowland  has  forged  a  strong,  pro- 
business  partnership  between  the  public 
and  private  sectors  with  the  single-mind 
ed  purpose  of  making  the  State  a  bet- 
ter place  to  do  business. 

Key  to  this  effort  was  tax  reduction. 
To  lower  the  overall  burden  on  busi- 
nesses and  individuals  in  the  State, 
taxes  were  cut  to  the  tune  of  $1.2 
billion  when  fully  implemented. 

Since  1995,  the  income  tax  has 
been  cut  by  $465  million  to  provide 
relief  to  one  of  the  State's  greatest 
assets  —  its  workers.  More  than  one- 
half  of  all  Connecticut  taxpayers  now 
receive  a  one-third  reduction  in  their 
income  tax. 

It  didn't  stop  there.  A  phase-down 
in  Connecticut's  corporate  tax  was  insti- 
tuted to  attract  more  businesses  to  the 
State.  The  tax  was  cut  by  one-third 
and  will  be  down  to  7.5%  by  the 
year  2000. 

Connecticut's  gas  tax  was  next.  In 
1  997,  a  six-cent-per-gallon  reduction 
in  the  gasoline  tax  was  signed  into 
law.  The  full  reduction  takes  effect 
in  1998. 

The  inheritance  tax,  a  major  burden 
on  families  and  small  business  owners, 
is  being  phased  out.  By  the  year 
2005,  it  will  disappear  entirely.  This 
important  tax  elimination  helps  keep 
capital  in  Connecticut. 

State  surpluses  have  totaled  $593 
million  since  1995,  due  in  great 
part  to  the  spending  restraints  and 
tough  choices  made  by  government 
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officials.  In  fact,  the  State's  Budget 
Reserve  Fund  is  at  its  highest  point  in 
State  history,   1  995  ushered  in  a  new 
era  of  fiscal  management  and 
responsible  budgeting  in  Connecticut. 
The  State  that  has  mode  business 
attraction  and  job  creation  a  major 
goal  is  running  itself  like  a  business. 
Connecticut's  financial  house  is  in 
order  and  it  is  now  one  of  the  most 


business-friendly  states  in  the  nation. 

Building  a  Better  Business  Climate 

Tax  cuts  targeted  to  businesses  extend 
well  beyond  the  corporate  tax.  To 
encourage  capital  investments  and 
grow  manufacturing  jobs,  Governor 
Rowland  signed  legislation  to  expedite 
tax  credits  to  Connecticut  companies 
purchasing  and  installing  additional 


Van  B.  Honeycutt 

President,  Chairman  and 
Chief  Executive  Officer 

COMPUTER 

SCIENCES 

CORPORATION 


Computer  Sciences  Corporation  is  a  leading  global 
provider  of  information  technology  services  to 
industry  and  government.  CSC's  mission  is  to 
add  value  to  clients  by  using  information  technology 
to  improve  operations  and  profitability. 

Founded  in  1959  with  on  initial  capitalization  of 
$100,  today  the  company  has  nearly  44,000  employ- 
ees in  more  than  600  offices  serving  60  countries 
worldwide.  CSC  had  $5.8  billion  In  revenue  for  the 
yeor  ending  June  27, 1997. 

CSC's  wide  ronge  of  professional  services  include 
management  consulting,  information  systems  consult- 
ing and  integration,  ond  operations  support.  CSC  dis- 
tinguishes itself  in  the  marketplace  through  its  thought 
leadership,  flexibility  in  responding  to  client  needs, 
depth  of  experience  of  its  people  and  commitment  to 
customer  satisfaction. 


Ttieodore  E.  Martin 

President  and 
Chief  Executive  Officer 

BARNES 
GROUP  INC. 


Barnes  Group  has  invested  more  than 
$100  million  in  its  three  businesses  over  the 
post  three  years  —  the  most  of  any  period 
in  its  1 40-year  history  —  to  build  a  world-class 
company  and  become  a  top-tier  performer  for  tho 
long  term. 

Throughout  our  Connecticut  facilities  ond 
around  the  world,  we  hove  focused  our  efforts  and 
investments  on  enhancing  the  quality  of  our  people, 
strengthening  our  technology  and  expanding  our 
capabilities  —  all  with  an  eye  toward  serving  the 
customer  better  and  faster  than  ever  before.  This 
pursuit  has  helped  the  compony  put  together  four 
straight  years  of  strong  profit  growth. 
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Chairman,  President  and 
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PHOENIX 


Phoenix  Home  Life  Mutual  Insurance  Company  Is 
proud  of  its  1 46-year  history  with  Connecticut. 
As  the  nation's  ninth-largest  mutual  life  insurer 
and  one  if  its  largest  money  managers,  we  offer  a 
diverse  portfolio  of  insurance  and  investment  products. 
Within  the  last  yeor,  we  expanded  our  life  insurance, 
investment  management,  reinsurance,  trust  ond 
property-cosualty  brokerage  operations. 

We  remain  committed  to  encouraging  Connecticut's 
growth  through  many  sponsorships,  including  the 
Phoenix  ATP  Tour  World  Men's  Doubles  Championship, 
the  New  England  Blizzard  of  the  American  Basketball 
League,  the  Phoenix  Classic  men's  college  basketball 
tournament,  and  fostering  projects  such  as  the  build- 
ing of  the  ^mis^ai 

Phoenix  is  dedicated  to  helping  individuals  and 
businesses  develop  the  Phoenix  Fiscal  Rtness'~ 
Program  for  every  stage  of  their  lives  and  believes 
Connecticut  has  a  promising  future. 


<^Phoenix 


INSURANCE  •  INVESTMENTS 


SrCVIAL       AUVCKIIilNU       )ci.iiun 


Connecticut  Has  Paid  Off  its  Debt 
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machinery.  These  credits  are  10%  for 
companies  with  250  or  fewer  employ- 
ees and  5%  for  companies  employing 
up  to  800. 

Businesses  also  receive  a  break  on 
the  property  taxes  they  pay  on  comput- 
ers, printers  and  other  electronic  data- 
processing  equipment. 

These  tax  credits,  which  can  be  car- 
ried forward  into  future  years,  help  busi- 


nesses invest  in  the  equipment  they  need 
to  run  and  thrive.  It's  also  helped  bring 
businesses  with  a  high  concentration  of 
data  processing  jobs  to  Connecticut. 

Investing  in  Teclinoiogy  and  Education 

Connecticut's  8,600  high-technology 
firms  are  the  State's  most  vigorous  eco- 
nomic development  engines.  Today 
almost  1  7%  of  Connecticut  workers  are 


Dan  Migllo 

Chainnan  and 
Chief  Executive  Officer 

SNET 


S net's  breadth  of  advanced  technological  capabili- 
ties combined  with  its  commitment  to  customers 
is  unparalleled  in  the  industry.  We  help  businesses 
thrive  in  a  competitive  marketplace  with  customized, 
cost-effective  voice,  video  and  data  solutions. 

We  offer  wireline  and  wireless  communications; 
network  and  information  management;  Internet 
access;  and  publishing  and  advertising  services.  With 
SNET  All  Distonce®,  our  oward-winning  long  distonce 
service,  you  can  coll  around  the  state,  the  country  or 
the  world.  And  we've  launched  SNET  americost™ 
coble  TV  service. 

SNET  has  1.5  million  customers,  $2  billion  in 
revenues  and  1 20  years  of  dedicated  service  to 
Connecticut.  We're  uniquely  positioned  to  help  our 
customers  understand  and  use  new  technologies  in 
their  business  and  personal  lives. 
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Chief  Executive  Officer. 
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H-fe  go  beyond  the  call 


Fe  ore  the  US  operation  of  Creditonstalt, 
'  Austrio's  leading  international  bonk,  and 
member  of  the  Bank  Austria  Group.  Since 
inception,  our  focus  lies  in  financing  medium-sized 
companies  with  emphasis  on  mergers  and  acquisitions. 

After  1 2  years  in  Monhotton  we  researched 
alternatives  to  a  New  York  domicile  ond  found  the 
business  and  tax  environment  of  Connecticut, 
combined  with  the  exceptional  communication  infra- 
structure, the  ideal  place  to  relocate. 

In  1 996  we  moved  the  US  headquarters  to 
Greenwich,  becoming  the  first  foreign  bank  to  be 
domiciled  in  Connecticut.  We  are  proud  to  soy  that 
we  have  not  lost  a  single  customer  —  on  the 
contrary,  we  hove  lowered  our  operating  expenses, 
improved  the  quality  of  life  for  our  staff  and  gained 
access  to  Connecticut's  leading  industrial  and  service 
providers. 


CREDITANSTALT 


employed  by  the  technology  industry 
—  the  highest  percentage  of  technologl 
workers  of  any  state  in  the  country. 

Connecticut's  government  leaders 
have  made  increasing  investment  in  th 
State's  high-tech  base  a  priority  —  one] 
it  shows.  From  changes  in  the  State's 
tax  policy  to  new  and  innovative  incei 
tive  programs,  Connecticut  recognizes! 
the  growing  importance  of  high-tech 
companies  in  its  economic  landscape, 

For  example,  legislation  recently 
passed  offers  new  encouragement  for 
on-the-go  technology  companies.  Biotecf 
firms  can  now  receive  exemptions  on 
sales,  use  and  property  taxes  for  equip- 
ment used  in  research  and  development. 

Connecticut  Innovations,  Inc.,  the 
State's  high-technology  venture  capital 
corporation,  offers  new  financing  for 
buildings  and  equipment  of  pharma- 
ceutical and  biotech  companies. 
Enterprise  Zone  benefits  have  been 
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Brainpower:  It's  Connecticut's  most  valuable 
resource.  At  CSU,  our  business  is  developing 
brainpower.  We're  integrating  the  latest 
informotion  technology  into  our  curriculum  and 
emphasizing  critical  thinking,  problem  solving  and 
teomwork  in  our  classes. 

As  Connecticut's  largest  university  system.  Central, 
Eostern,  Southern  and  Western  Connecticut  State 
Universities  are  meeting  the  needs  of  traditional 
students,  adult  learners  and  anyone  who  wants  to 
keep  pace  with  our  rapidly  changing,  knowledge- 
based  economy. 

We're  directly  meeting  the  needs  of  business,  too, 
with  R&D,  partnerships,  training,  faculty  expertise  and 
entrepreneurial  support. 

The  Connecticut  State  University  System.  Education 
that  works  for  Connecticut. 


SYSTEM 


University  of  Co 


extended  to  biotech  firms  in  certain 
cities  with  research  universities. 

These  changes  have  put  Connecticut 
Dn  the  fast  track  to  becoming  one  of 
the  nation's  premier  high-technology 
--•  states.  Among  the  top  50  fastest- 
growing  technology  companies  in 
Connecticut,  the  average  revenue 
growth  over  the  past  five  years  has 
Deen  almost  300%.  Some  companies 
'have  actually  recorded  five-year 
growth  rates  of  up  to  1 ,500%. 


State  to  Invest  Almost  S2  Billion  In 
Higher  Education 

Realizing  that  education  is  key  to  sup- 
porting the  "Connecticut  Comeback" 
and  the  future  growth  of  technology- 
based  companies  in  the  State, 
Connecticut  has  committed  to  an 
unprecedented  investment  in  its  higher 
education. 

In  1995,  Governor 
Rowland  earmarked 
$  1  billion  in  new  invest- 
ment for  the  University  of 
Connecticut.  Called 
UConn  2000,  this 
initiative  will  ensure 
UConn's  standing  as 
one  of  the  nation's  lead- 
ing public  research  uni- 
versities, well  into  the 
next  millennium. 

In  addition,  $40  mil- 
lion was  allocated  to 


build  a  new  biomedical  research  facility 
at  the  University  of  Connecticut  hHealth 
Center  in  Farmington.    Already  under 
construction,  the  center  is  expected  to 
attract  top  research  scientists  from  across 
the  countr/. 

More  than  $700  million  has  been 
dedicated  for  improvements  to  the 
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There  is  little  question  that  Connecticut's  health 
care  landscape  will  have  a  decidedly  different 
look  ot  the  turn  of  the  century  thon  it  does  today. 
And  we  plan  to  be  a  chief  architect  of  those  changes. 

Our  merger  with  Anthem  Insurance  Companies,  Inc. 
will  help  us  improve  our  long-term  viability  in  an 
increosingly  competitive  marketplace.  As  part  of  one 
of  the  largest  health  core  management  componies  in 
the  U.S.,  we  ore  better  positioned  to  work  to  keep 
health  care  affordable  and  help  ensure  that  the  core 
our  members  receive  meets  the  highest  standards. 

Recently  we  were  named  the  top  Connecticut- 
based  HMO  in  on  independent  survey.  Coupled  with 
our  three-year,  full  occreditotion  from  the  Notional 
Committee  for  Quality  Assuronce,  this  evaluation  is 
yet  another  indication  of  the  value  we  bring  to  our 
customers. 

Our  commitment  to  the  nearly  900,000  residents 
oi  Connecticut  for  whom  we  provide  health  core  bene- 
fits and  managed  core  plans  will  not  change.  Our  plan 
is  —  and  will  continue  to  be  —  to  keep  you  healthy. 

Anthem  #^ 

Anthem  Blu*  Croit  and  Blu*  Shiald  of  Connecticut 
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CONNECTICUT  ECONOMIC  RESOURCE  CENTER 


The  Connecticut  Economic  Resource  Center,  Inc. 
(CERC)  is  a  nonprofit,  private-sector  organization 
funded  by  1 1  of  the  State's  utilities  and  telecom- 
munications companies  and  the  Stote  government.  Since 
1 993,  it  hos  served  as  a  one-stop  comprehensive  source 
of  information  for  businesses  and  economic  develop- 
ment professionals,  and  supported  ond  promoted  eco- 
nomic development  in  Connecticut  through  marketing, 
lead  generation,  research  and  information  services. 


Our  mission  is  to  support  economic  development 
and  promote  Connecticut  as  a  prime  business  location. 
In  the  lost  two  years,  CERC  has  provided  assistance  to 
half  of  the  companies  who  committed  to  relocating  in 
Connecticut,  and  has  referred  more  than  2,000  in-state 
companies  to  State  agencies  and  other  organizations 
for  service  and  support. 

For  more  information,  please  coll  1-800-392-2122,  or 
visit  the  CERC  Web  site  at  www.cerc.com. 
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Connecticut  State 
University  System  (CSU) 
and  the  Community 
Technical  College 
System  (CTCS),  which 
play  a  key  role  in  ensur- 
ing a  well-educated 
workforce. 

Made  up  of  four  uni- 
versities, CSU  provides 
affordable,  quality  education  to  thou- 
sands of  Connecticut  students  and  is 
critical  in  the  transfer  of  technology 
from  the  university  lab  to  the  shop  floor. 

CICS,  along  with  its  1  2  two-year 
colleges,  plays  a  strategic  role  in  sup- 
plying business  and  industry  with  a 
skilled,  highly  trained  workforce.  The 
colleges  also  work  directly  with  busi- 
nesses to  provide  specialized  training 


and  continuing  education. 

The  Bottom  Line 

Since  January  1  995, 
more  than  1  50  compa- 
nies have  relocated  or 
expanded  to  Connecticut, 
J  creating  over  1  2,000 
I  new  jobs  for  the' State. 
®      Many  companies  have 
relocaied  or  expanded  to  Connecticut 
from  the  neighboring  areas  of  New 
York,  New  Jersey  and  Massachusetts. 
However,  mote  than  a  third  have  come 
from  a  variety  of  other  states  —  near 
and  for  —  including  California,  Texas, 
Tennessee,  Florida,  Minnesota, 
Pennsylvania,  Vermont,  Maine,  New 
hJampshire,  Colorado,  Arizona, 
Missouri,  Kansas,  Ohio,  Michigan, 


To  find  out  liow  Connecticut  staci(s  up  as  a  iiigli-tecli  state,  caii  for  a  free  copy  of 
"Tlie  Roie  of  Teclinoiogy  in  tiie  Connecticut  Economy":  1-800-392-2122. 


Illinois  and  Nevada.  Companies  hovj 
also  come  from  Canada,  France, 
Germany,  Switzerland,  England, 
Norway  and  Israel,  choosing 
Connecticut  over  other  U.S.  venues. 

Connecticut  Business: 
Never  Feeiing  Rlore  Confident 

hlow  do  Connecticut's  businesspeople| 
feel  about  the  State?  The  ones  who 
have  seen  it  all  and  are  the  toughest 
critics?  How  do  they  feel  about  doing] 
business  in  Connecticut? 

Fact  is,  they're  feeling  very  bullish 
these  days.  The  Connecticut  Business 
Confidence  Index,  an  independent 
quarterly  survey  that  measures  attitudej 
about  doing  business  in  the  State,  is  aj 
its  highest  level  in  five  years.  The  inde>| 
has  been  in  a  steady  climb  for  eight 
consecutive  quarters,  reflecting  an 
increasingly  favorable  outlook  toward 
Connecticut's  prospects  for  growth. 


RamanI  Ayer 

Chairman,  President  and 
Chief  Executive  Officer 


THE  HARTFORD 


The  Hartford,  now  formally  known  as  The 
Hartford  Financial  Services  Group  Inc.,  has  been 
on  integral  part  of  the  Connecticut  economy  for 
almost  two  centuries. 

As  the  sixth-largest  employer  in  the  State,  we're 
particularly  proud  of  the  skills,  knowledge  and  work 
ethic  shown  by  our  Connecticut  employees.  We're  also 
supportive  of  the  leadership  roles  they  play  in  their 
individual  communities. 

Headquartered  in  Connecticut  since  1810,  The 
Hartford  has  over  $121  billion  in  assets  and  $12.5  bil- 
lion in  revenue  and  is  a  worldwide  leader  in  the  finan- 
cial services  industry. 


Bring  It  On. 


I  TJTT 

Hartford 


Philip  Austin 

President 

UNIVERSITY  OF 
CONNECTICUT 


ff  f  .5.  News  and  World  Report  identifies  the 
fl  fl  University  of  Connecticut  as  the  best  public 
\^  research  university  in  New  England,  and  one  of 
the  best  in  the  nation.  This  distinction  reflects  the  valuable 
resource  that  UConn  provides  to  the  region's  businesses. 

UConn's  approach  to  partnering  with  business  is 
multi-dimensional.  The  University  has  outstonding 
research  faculty  and  facilities  at  our  main  and  regional 
campuses  and  the  UConn  Health  Center.  We  are  an 
acknowledged  leader  in  numerous  areas,  including 
insurance  law,  biotechnology,  photonics,  drug  develop- 
ment, moterial  science,  environmental  research,  and 
marine  sciences.  Our  Stamford  campus  houses  the 
innovative  Connecticut  information  Technology 
Institute  (CITI),  an  endowed  community  partnership 
that  identifies  technology  education  needs  and  pro- 
vides state-of-the-art  solutions. 

Clearly,  UConn  is  one  reason  businesses  ore  moving 
to  Connecticut,  and  an  important  reason  why  so  many 
others  here  continue  to  grow  and  prosper. 


UCONN 


Josepli  A. 
Zaccagnino 

President  and  Chief 
Executive  Officer 

YALE  NEW  HAVEN 
HEALTH  SYSTEM 


Yale  New  Haven  Health  System  is  buih  on 
a  tradition  of  leadership  and  quality  patient 
care  that  extends  back  to  the  founding  of 
Yale-New  Haven  Hospital  in  1826  as  the  nation's 
fifth  hospital. 

Yale  New  Haven  Health  System,  created  in  1983, 
has  grown  to  become  Connecticut's  largest  integrated 
heolth  care  delivery  and  financing  system  and 
includes  Yale-New  Haven  Hospital,  Yale-New  Haven 
Children's  Hospital,  Bridgeport  Hospital  and  (pending 
regulatory  approval)  Greenwich  Hospital  and  their 
physician  networks. 

The  System  provides  nationally  recognized  medical 
leadership  and  a  broad  array  of  high-quality  heolth 
core  services,  including  effective  community-focused 
outreach.  The  System  also  includes  corporate  and 
management  services  as  well  as  sysfem-ovmed 
insuionce  products. 


Yale  New  Haven 
Health 


The  Connecticut  comeback  has 
aken  hold.  Connecticut  is  all  the  way 
xick  and  moving  in  exciting  new 
Jirections.  It's  a  State  with  a  positive 
attitude  toward  business,  eager  to 
ihow  current  customers  how  things 
lave  improved  and  to  win  new  cus- 
omers  over  to  the  best  business  loca- 
ion  in  the  Northeast. 

rechnology . . .  Connecticut's  a  Player 

he  Connecticut  Technology  Council 
CTC)  is  a  privately  funded  industry 
association  for  technology-based  busi- 
nesses and  organizations  in  the  state. 
Having  seen  and  heard  many  claims 
from  various  regions  of  the  U.S.  about 
their  superior  climate  for  growing  high- 
tech  firms,  CTC  decided  to  investigate. 

So  they  collected  the  facts  in  a  study 
titled  The  Role  of  Technology  in  the 
Connecticut  Economy.   Compared  to  all 
other  states,  Connecticut  ranked  high 


Eileen  S.  Kraus 
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FLEET  FINANCIAL  GROUP 

Thanks  to  Connecticut  roots  that  began  more  than 
205  years  ago,  Fleet  Bank  has  a  tradition  of 
unparalleled  commitment  to  Connecticut. 

Today,  we  are  a  vibrant  force  in  Connecticut's  econ- 
omy with  1 80  branch  offices,  more  than  5,000 
employees,  and  assets  that  exceed  $18  billion  in  the 
service  of  local  businesses  and  consumers. 

These  services  offer  the  extensive  depth  and  innova- 
tive breadth  that  our  customers  expect  of  an  $84  billion 
financial  services  company:  commercial  and  consumer 
banking,  corporate  finance,  insurance,  asset-based  lend- 
ing, equipment  leasing,  government  banking,  invest- 
ment manogement,  mortgages  and  student  loons. 

And  we  remain  committed  to  serving  Connecticut's 
future  with  products  and  services  that  will  continue  to 
foster  this  productive  partnership. 


J^FIeet 

Ready  Whan  You  Ara 


in  some  very  important  areas: 

■  1  St  in  percentage  of  workforce  in 
technology  industries  in  1993  (most 
recent  data  available) 

■9th  in  initial  public  offerings  of  tech- 
nology companies,  1990  to  1996 

■4th  in  venture  capital  investments  in 
technology,  1 995  to  1 996 

■  1  2th  in  number  of  patent  applica- 
tions filed  in  1 995  (most  recent 


data  available) 

■  8th  in  average  technology  salary 
in  1 993  (most  recent  data 
available) 

■  16th  in  R&D  expenditures  in  1994 
(most  recent  data  available) 

For  a  small  state  with  a  population 
of  only  three  million  people,  these  are 
very  big  results. 

In  truth,  the  Connecticut  economy  is 


Connecticut  Business  Confidence  Index 
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George  David 

('luiiinuin  an  J 
Chief  Executive  Office 

UNITED 
TECHNOLOGIES 


Connecticut  and  United  Technologies  ore  tightly 
bound.  We  were  born,  grew  and  prospered  here. 
Today  we  are  a  global  enterprise  with  more  then 
half  of  our  soles  overseas  and  doing  business  in  all 
but  five  nations  of  the  world.  But  we're  still  head- 
quartered here,  manufacturing  our  Pratt  &  Whitney  jet 
engines,  Sikorsky  helicopters  and  Hamilton  aerospace 
systems  here. 

Connecticut  has  o  remarkable  workforce.  We 
know,  as  the  State's  largest  private  employer.  As 
employees,  we're  thrilled  to  live  and  work  here.  And 
as  employer  and  employees  alike,  we  like  our  State's 
institutions  and  traditions. 

As  global  as  we  ore,  we're  Connecticut  born  and 
based,  all  the  way  and  proud  of  it. 


^  United 
Technologies 


W.C.  Steere  Jr. 

Chairman  and 
Chief  Executive  Office 

PFIZER 


Pfizer  is  one  of  the  world's  leading  health  core 
companies,  o  position  earned  through  decodes  of 
innovative  research  and  development.  We  are 
dedicated  to  discovering  and  developing  value-added 
products  that  help  people  around  the  world  enjoy 
longer,  healthier  and  more  productive  lives.  The 
Company  bos  three  business  segments:  health  care, 
consumer  health  core  and  animal  heahh. 

In  1997,  Pfizer  will  spend  approximately  S2  billion 
on  R&D,  which  is  10%  of  the  R&D  budget  for  the  U.S. 
pharmaceutical  industry. 

Our  worldwide  reseorch  headquarters  in  Groton 
currently  employs  3,600  people.  A  500,000- 
squore-foot  focility  currently  under  construction  will 
open  in  1 999,  and  Pfizer  plans  to  hire  700  new 
researchers  to  expand  R&D  copocity  at  the  site. 


(J^^ 


one  of  the  most  technology-driven  in 
the  nation,  a  fact  that  nnore  and  more 
high-tech  industry  leaders  are  discover- 
ing and  using  to  their  advantage. 

Teamwork  Builds  State  Industry  Clusters 

This  post  spring.  Governor  Rowland 
launched  a  bold  public/private  initia- 
tive to  identify  industry  groups  that  hold 
the  key  to  Connecticut's  economic 
future  and  to  develop  an  action  plan  to 
nurture  these  industries. 
Six  industry  clusters  were  identified: 

■  Financial  Services 

■  Health  Services 

■  High  Technology 

■  Manufacturing 

■  Telecommunications  &  Information 

■  Tourism  &  Entertainment 
Working  over  a  three-month  period, 

top  senior  executives  from  each  indus- 
try cluster  partnered  with  the 
Department  of  Economic  and 


Community  Development  (DECD)  and 
others  to  develop  and  recommend 
strategies  to  support  each  cluster. 

Their  final  report,  the  "Economic 
Competitiveness  Package,"  will  be  pre- 
sented to  the  Governor  by  January  30, 
1998  and  will  contain  detailed  legisla- 
tive, programmatic  and  organizational 
recommendations  to  further  improve  the 
business  environment  in  Connecticut.  At 
the  center  of  the  final  report,  the  activa- 
tion of  the  six  industry  clusters  through- 
out the  State  will  bring  new  levels  of 
collaboration  between  business,  gov- 
ernment and  higher  education. 

Want  to  know  more?  It's  easy  to  get 
the  information  you  need  with  the  help 
of  the  Connecticut  Economic  Resource 
Center,  Inc.  (CERC).   The  center's 
founders  —  representatives  of  1  1  of  the 
State's  utility  and  telecommunications 
companies  and  DECD  —  envisioned  a 
stand-alone,  private-sector  organization 


that  would  serve  as  the  initial  interface 
with  companies,  in-  or  out-of-state,  seek-l 
ing  information  about  Connecticut's  busil 
ness  benefits.  CERC  acts  as  a  cleoringj 
house  for  information  on  the  myriad  prol 
grams  and  services  that  the  State  offers. 

Connecticut  wants  to  show  you  how  wi  j 
can  help  your  business.  For  more  Infor 
don,  call  CERC  at  1-800-392-2122,  or  vM 
our  Web  site  at  www.cerc.com.  j 

Writers:  Mike  Leahy,  JM  Leahy  & 
Associates,  Farmington,  Connecticut 

CONNECTICUT 

The  State  That  Thinks  Like  a  Business. 
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n  Connecticut 

''        EaxK)frtic  Resource  Cehter,  Inc. 

in  oartnershio  with 


CbnnedKuf  Depmintenl  of  Etooomk 
and  Common^  Devehpment 


Peter  S.  Janson 

President  and 
Chief  Executive  Office 

ABB  INC. 


ABB  is  a  $5.4  billion  engineering,  manufocturing 
and  technology  company  whose  roots  in 
America  go  back  146  years.  Today  we're 
worldwide  leaders  in  electric  power  generation,  trans- 
mission and  distribution  and  industrial  applications. 
We're  renowned  for  our  commitment  to  techno- 
logicol  innovation,  our  contribution  to  international 
trade  and  our  achievements  in  protecting  the  environ- 
ment. We're  involved  in  community  octivities,  with 
particular  emphosis  on  the  Special  Olympics,  encour- 
aging the  volunteer  support  of  employees  in  41  states. 
With  headquarters  in  Connecticut,  and  3,000  of  our 
22,000  people,  we  have  strong  ties  to  the  State  and 
share  its  confident  outlook  for  the  future. 
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H.  Edward  Hanway 

President 


CIGNA 
HEALTHCARE 


CIGNA  Healthcare  and  its  predecessor,  Connecticut 
General  Life  Insurance  Company,  have  been  proud 
to  call  Connecticut  home  for  more  than  1 30  years. 

From  its  first  group  health  insurance  policy  in 
1913  serving  Hartford  Courant  employees,  CIGNA 
Healthcare  has  grown  to  now  provide  managed  health 
care  and  indemnity  insurance  coverage  to  more  than 
12  million  Americans,  and  dentol  care  and  mental 
health  coverage  to  more  than  18  million  people.  Our 
Bloomfield,  Connecticut,  facility  is  the  headquarters  of 
a  nationwide  health  care  leader  that  last  year  generat- 
ed more  than  $16  billion  in  revenue. 

We're  proud  to  offer  an  unparalleled  portfolio  of 
health  care  products  and  services.  Our  goal  is  to  keep 
people  well  with  preventive  care  programs  that  focus 
on  childhood  immunizotions,  well-woman  exams,  pre- 
natal care  and  onnuoi  checkups. 

CIGNA  HeolthCare  and  Connecticut:  Leading  the 
way  to  a  healthier  future. 


CIGNA  Healthcare 

A  Business  of  Caring. 


Michael  J.  Critelll 

Chairman  and 
Chief  Executive  Office 

PITNEY  BOWES 


Pitney  Bowes  began  doing  business  in  Connecticut 
mure  than  75  years  ago  when  it  developed  the 
postage  meter  —  an  efficient  and  cost-effective 
mailing  product.  Today,  the  number  of  ways  to  com- 
municate has  increased  dramatically,  adding  digital 
and  electronic  options  to  mail,  overnight  pockoges, 
photocopies  and  facsimile  documents. 

Pitney  Bowes  is  keeping  poce  with  these  innova- 
tions by  adding  value  to  every  message  we  touch, 
measured  in  terms  of  reduced  cost  and  increased  relia- 
bility, security,  privocy,  convenience,  effectiveness  and 
impact.  We  ore  aggressively  moving  into  the 
untapped  small  office/home  office  market  and  the 
growing  international  market. 

Through  our  commitment  to  product  innovation 
and  experience  in  meeting  customer  needs,  Pitney 
Bowes  is  uniquely  positioned  to  recommend  the  mes- 
saging solutions  that  provide  the  best  value  for  over 
tv^'o  million  customers  worldwide. 


fS  Pitney  Bowes 


Special  Advertising  Feature 


ONNECTICUT:  Business  or  pleasure? 


^Well.  actually,  its  a  lot  of  both. 

You're  familiar  with  Connecticuts  business- 
friendly  initiatives  that  make  operating  a 
compan\'  here  particularly  attractive.  But 

what's  also 
attracting  more 
and  more  people 
is  our  qualit}'  of 
life.  Connecticuts 
simply  a  great 
place  to  put  down  roots,  raise  a  family  and 
run  a  business. 

People  love  to  live  and  work  here. 

No  matter  what  your  lilest\ie,  \'0u 
can  be  tmly  fulfilled  in  Connecticut. 
From  any  point  in  the  State,  in  less 
than  an  hour  you  can  be  picnicking 
at  any  of  Connecticut's  125  state 
parks  and  forests,  hiking  the 
Appalachian  Trail,  absorbing 
adrenaline-rushing  auto  racing, 
tr}ing  your  luck  at  world-class 
I  casinos,  or  walking  barefoot  along 
250  miles  of  shoreline  on  Long  Island 
I  Sound.  .And  thats  just  for  staneis. 

Inngorate  your  mind.  Enrich 
your  soul.  Connecticut's  urban 
centei^  are  home  to  some  of  the 
most  comprehensive  arts  and 
culmne  venues  in  New  England.  You  can  take 
in  a  Broadway-bound  play  at  the  Long  Wharf 
Theatre;  a  great  re\ival  at  The  Bushnell;  the 
premiere  collection  of  Hudson  River  School 
paintmgs  at  the  Wadsworth  Atheneum;  a 
concen  at  The  Meadows,  New  England's  onl\' 
indoor/outdex^r  amphitheater  -  and  \'Ou'd 
just  scratch  die  surface.  The  Shubert.  Yale 
Repenon:  Goodspeed  Opera  House.  Let 
the  arts  come  alive  for  vou  in  Connecticut. 


Or  step  back  in  time  at  Amenca's 
largest  and  most  distinctive 
mantime  museum;  Mystic 
Seaport.  Steven  Spielberg  has 
even  selected  this  nostalgic 
village  as  a  site  for  the  filming 
of  his  upcoming  histoncal 
drama  Amistod. 


Challenge  your  spirit.  If  action  and 
adventure  are  more  your  stvle,  fulfill  vour 


passions  with  sailing,  golfing,  boating. 
fishing,  hiking,  bikmg,  canoeing,  kayaking, 
ballooning,  snow  and  water  skiing  -  you'll 
simply  never  mn  out  of  diings  to  do. 

Experience  the  splendor.  Connecticuts 
stoned  coasdme  is  replete  vvidi  towns 
and  Milages  rich  widi  colonial  histon; 
old-fashioned  shops  and  treats,  and  an 
abundance  of  local  fairs,  festivals,  and  crafts. 

Inland,  Connecticut's  scenic  roadways  reveal 
dozens  of  towns  with  character  and  hentage 


all  their  own.  You'll  come  across  miles  of 
rolling  farmlands,  pnstine  lakes  and  streams, 
picturesque  hills,  and  serene  forests. 

For  a  tniK'  uraque  perspecti\-e,  don't  foi^et 
a  nverboat  nde  on  the  Connecticut  Rimt 
for  magnificent,  unspoiled  MSt.is  of  waided 
hills  and  Milages.  Be\'ond  its  banks  lie 
historic  towns,  beautiful  homes,  and 
sprawlmg  farms  and  orchards. 

But  Connecticut  is  much 
more  than  countnside. 
Quiet  roads  link  \\1di 
busding  a\'enues  and 
highway  arteries, 
connecting  you  to 
modem  cities.  From  the 
cne^:;\"  and  excitement  of 
urban  centers,  to  tranquil 
inns,  town  greens,  and  secluded  beaches, 
Connectiait  is  a  great  place  to  call  home. 


Talk  about  convenience.  Bounded  by 
New  York  Cit\"  and  Boston,  an  eas}'  drive 
to  Cape  Cod.  and  just  a  short  tnp  to  die 
mountainous  states  of  northern  New 
England,  it's  hard  to  beat  Connecticuts 
location.  Even  when  you  think  stricdy 
busmess,  it's  tough  to  top.  The  State  is 
vMdiin  a  500-mile  radius  of  33%  of  all 
U.S.  manufacmring  businesses  and  76% 
of  Canada's.  Bradley  International  Airport 
IS  your  gateway  to  die  world,  sening  five 
million  passengers  and  handling  more 
dian  130,000  tons  of  cargo  annually 
lis  no  wonder  whv'  so  many 
U.S.  and  international  companies 
have  put  dieir  regional  disinbution 
centers  in  Connecticut  over  die 
last  few  years. 

Commitment  from  the  top. 
Go\'emor  John  G.  Rowland  is 
keenl)-  aware  of  die  importance 
of  qualit}'  of  life  and  die  successfiJ 
mnning  of  a  busmess.  Under  die 
Governor's  leadership,  Connecticut 
conunues  to  invest  widely  in 
cultural  centers,  inft^astructure 
modernizations,  and  emironmental 
qualit}-  -  to  mainmin  its  position  as 
an  e.xcepuonal  state  to  work  and  five. 

Underscoring  die  State's  total 
commitment  to  qualit}'  of  life.  First  Lady 
Patt}'  RowLind  is  a  driMng  force  behmd 
many  of  Connecticut's  tounsm  inidatives. 
The  First  Lady  is  the  Honoran-  Chairperson 
of  the  Connecucui  Tounsm  Council.  She's 
making  it  easier  for  e\'er}-one  to  enjoy 
Connecticut's  parks 
and  helping  to 
maintain  such 
cultural  treasures 
as  The  Mark 
Twain  House. 

We  irtMte  you  to 
come  and  expenence  Connecticut  firsdiand. 
To  learn  more  about  Connecticut,  giU  today 
and  ask  for  our  State  guide. 

CONNECTICUT 

1-800-CT  BOUND 

(1-800-282-6863) 


WheiTTWraimin^  aws  are  so  expansive 
that  everyone  is  guilty  of  something,       ' 
you  have  a  government  not  of  laws  but  of 
Dureaucratic  arbitrariness.  We're  no: 
there  yet,  Jjyt  we'reinoving  in  that  direction, 


¥ 


white -coUa 


By  Brigid  McMen^min  and  Janet  Novack 

i 

Faced  with  a  biI'Ildup  of  sludge  that  the  East  Hono- 
lulu municipal  sdwagc  treatment  plant  couldn't  handle, 
the  two  plant  muncigers  ordered  it  discharged  into  the 
ocean.  This  cont;inued  for  14  months,  until  June  1989. 
The  managers  claimed  the  discharges  were  allo^^'ed  bv 
the  plant's  Wastd  discharge  permit.  They  weren^t. 

Michael  Weitzenhoff,  47,  was  sentenced  to  21 
months  in  jail  and  Thomas  Mariani,  48,  to  33  months 
by  a  federal  court  that  found  them  guilt\vof  violating 
the  permit,  among  other  things.  Weitzenhoff  and  Mar- 
iani appealed,  arguing  that  they  didn't  know  they  were 
violating  a  law.  Nevertheless,  a  federal  appeals  court 
upheld  the  convictions,  saying  it  didn't  matter  whether 
the  two  men  kniew  the  discharges  were  illegal.  It  wai 
enough  that  the  men  knew  they  were  discharging! 
sludge.  They  went  to  jail.  -  -^ 

Should  the  government  ha\'e"the  power  to  jail  people 
for  committing  Crimes  that  they  don't  know  are  crimes? 
On  Feb.  16,  1994,  Michigan  state  troopers  and  health 
c^ie  ijivc^i«tg'4ls«i  s  raided  the  Jackson  office  of  osteopath. 
Nicholas  Bar-t:??,  looking  for  evidence  of  billing  fraud. 
After  agents  .spent  more  than  a  year  pawing  through  his 
files,  they  came  up  with  S300  worth  of  dubious  claims 
in  a  practice  that  generated  $750,000  a  year. 


'.^.tfic^ 


STEPHEN  HELLERSTEIN 
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Professional  investment  m 

management  is  for  those  who 
have  a  lot  of  moi^. 

And  for  those  who  would  like  to 


Independent  •  Objective  •  Fee-Based  •  Relationship-Minded 


It  could  have  happened  any  number  of  ways.  You  may  have  received  an  inheritance.  Or  your  IRA 

may  have  matured.  Or  your  company's  stock  may  have  grown  in  value.  Or  you  may  have  gotten  married 

and  discovered  that  the  combined  assets  of  you  and  your  spouse  add  up  to  considerably  more 

than  you  realized.  The  point  is,  you  find  yourself  needing  to  manage  more  money  than  you've 

ever  had  before.  What  better  time  to  seek  the  services  of  an  independent  financial  advisor? 

Unlike  commission-based  stockbrokers,  who  may  have  a  vested  interest  in  the  investment 

products  they  sell  you,  a  fee-based  financial  advisor  has  only  your  best  interests  in  mind. 


Building      Financial      Security 


Accumulation 
Your  assets  have  grown. 
At  this  point,  services 
of  an  independent 
financial  advisor 
become  invaluable. 


Preservation 
Your  uiige  earning  years 
are  behind  you  now. 
Maintaining  the  estate 
and  its  purchasing  power 
takes  center  stage. 


Enjoyment 
It  is  the  responsihililY  of 
the  financial  advisor  to 
make  sure  thai  funds  are 
available  to  support  vour 
wants  and  needs. 


1^1 


Distribution 
A  financial  advisor 
can  help  you  provide 
for  the  orderly  distri- 
bution of  wealth  to 
the  ne.xt  generatioru 


Guided    by    an   in-depth    understanding  of  your   personal   financial   situation   and   driven 
to  function  in  partnership  with  you,  he  or  she  will  construct  a  portfolio  of  stocks,  mutual 
funds,  bonds  or  a  combination  and  actively  manage  it  on  your  behalf  —  with  specific  goals 
such  as  growth  of  assets  and  preservation  of  capital  (see  illustration  above). 


To  find  an  independent  financial 


advisor   you    can    trust    and    respect. 


ask   your  lawyer,   accountant   or  close 


friends  for  a  recommendation  or  two. 


Whether  you  hare  $100,000  or  sereral 
million  dollars  in  investable  assets,  we  invite 
you  to  call  for  our  complimentary  guide. 
Making  the  Move  to  ProfessionnI 
Investment  Management. 

1-888-889-4997 


That's  The  Value  Of  An  Independent  Financial  Advisor 


©1997  Charles  Schw.ib  &  Co.,  Inc.  All  nghts  reserved.   Member  SIPC/NYSE.  (12/97) 

This  message  is  brought  to  you  by  Charles  Schwab  &  Co.,  Inc.  as  part  of  our  continuing  effort  to  educate  the  investing  public. 

Schwab  provides  custodial  anil  trade  execution  services  to  more  than  .^.000  independent  financial  advisors. 


Peter  Larson 
of  the  Black  Hills 
Research  institute, 
Hill  City,  S.D. 

Watch  out,  it's 
the  government! 
Larson  angered 
prosecutors 
by  suing 
the  government. 
He  spent 
18  months 
in  the  slammer 
for  relatively 
minor  stuff. 


Vindication?  Not  at  ail.  Having 
spent  all  that  time,  the  cops  were 
determined  to  get  their  money's 
worth.  They  arrested  Bartz.  As  his 
practice  crumbled,  he  ran  up 
$500,000-plus  in  legal  bills.  In  May 
1996  a  judge  dismissed  all  charges 
against  him. 

What  these  cases  and  many  like 
them  have  in  common — trightening- 
ly  so — is  that  they  enshrine  as  law  the 
shifting  edicts  of  unelected  govern- 
ment officials  in  charge  of  adminis- 
tering the  ever-broadening  areas 
where  the  government  claims  the 
right  to  regulate  us. 

Time  was  when  it  was  pretty  easy 
to  know  what  was  a  crime  and  what 
wasn't.  No  more.  It  is  a  federal  crime 
to  dump  an  ashtray  into  a  harbor,  to 
dress  up  as  a  mailman  on  Halloween, 
to  poll  a  serviceman  about  whom  he 
intends  to  vote  for.  No,  you  probably 
won't  be  prosecuted  for  reusing  a 
canceled  postage  stamp,  or  for  doing 


any  of  these  other  things,  but  you 
could  be  if  some  bureaucrat  decided 
to  go  after  you. 

In  medieval  England  it  was  only 
the  king  \\'ho  had  the  power  to  create 
criminal  offenses.  Today  any  bureau- 
crat who  writes  regulations  can  do  it. 

When  the  United  States  was 
founded,  there  were  only  three  fed- 
eral crimes  on  the  books:  treason, 
counterfeiting  and  piracy  on  the  high 
seas.  Today  there  are  well  over  3,000, 
including  1,700  that  cover  minor  or 
regulatory  matters.  Beyond  that, 
10,000-plus  actions  have  been  made 
into  crimes  by  regulations. 

No,  Congress  is  not  deliberately 

In  medieval  times,  it  was  dan- 
gerous to  displease  the  king. 
Today  it's  the  bureaucrat. 


out  to  deprive  you  of  your  liberties. 
We're  talking  here  about  unforeseen 
consequences.  All  Congress  wants  is 
the  good  publicit)'  that  comes  from 
seeming  to  do  something  about 
problems  that  concern  the  voters  and 
the  media.  Social  programs  like 
Medicare  and  Medicaid  and  regula- 
tory schemes  like  the  Clean  Water 
and  Clean  Air  acts  result.  Congress 
needs  to  put  teeth  into  these  pro- 
grams. It  does  so  by  criminalizing 
new  forms  of  beha%'ior. 

What  congressman  would  not  be 
proud  to  say  that  he  had  cracked 
down  on  polluters?  And  then  there  is 
seemingly  a  class-based  justice  in  the 
ever-expanding  list  of  white-collar 
crimes.  The  populace  wants  more 
muggers  behind  bars.  For  balance, 
you  need  to  jail  a  few  dishonest  doc- 
tors or  environmental  criminals. 

And  so  the  tumbrels  roll.  Michael 
Milken  did  dme  for  activides  such  as 
"aiding  and  abetting  a  net  capital  \'io- 
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lation."  What  is  that,  exactly?  Hard  to 
say,  but  punishing  Miiicen  was  a  way 
to  get  even  for  the  layoffs  and  plant- 
closings  and  takeovers  that  took  place 
in  the  1980s. 

Peter  Larson,  45,  of  Hill  City, 
S.D.,  did  18  months  in  a  federal 
prison.  Larson,  a  fossils  dealer,  had 
the  audacity  to  fight  federal  authori- 
ties all  the  way  up  to  the  Supreme 
Court  over  the  possession  of  a  Tyran- 
nosaurus  rex  skeleton  he  had  exca- 
vated. Larson  didn't  get  to  keep  his 
T-rex.  But  after  culling  through  all  of 
Larson's  business  records,  the  feds 
succeeded  in  putting  him  away  on 
the  following  unrelated  and  seeming- 
ly petty  charges: 

Taking  a  fossil  worth  less  than 
$100  from  government  lands;  pos- 
sessing a  different  fossil  worth  less 
than  $100  taken  from  government 
lands;  and  possessing  more  than 
$10,000  in  "monetary  instru- 
ments"— cash  and  traveler's  checks — 
when  leaving  and  when  entering  the 
country  without  declaring  it. 

Larson's  lawyer,  Patrick  Duffy,  has 
this  analysis:  "The  moral  is,  'Don't 
piss  off  the  Department  of  Justice, 
because  they'll  crush  you.'" 

In  some  cases  it  is  now  a  crime  for 
a  lawyer  to  help  an  elderly  person 
transfer  assets  to  qualify  for  Medicaid. 
A  patient  who  exaggerates  about  his 
symptoms  so  that  his  insurance  com- 
pany will  pay  for  a  checkup  that  it 
wouldn't  otherwise  cover  could  the- 
oretically face  up  to  five  years  in  jail. 
Under  the  dolphin  protection  law 
passed  this  year,  knowingly  selling — 
or  even  purchasing — tuna  that  isn't 
harvested  in  compliance  with  the 
International  Dolphin  Conservation 
Program  is  good  for  a  year  in  jail. 

You  probably  won't  ever  fall  afoul 
of  these  laws,  and  if  you  do,  you 
might  not  be  hounded.  But  you 
could  be. 

How  do  you  know  what  is  criminal 
behavior  nowadays?  Don't  ask  Ocie 
and  Carey  Mills,  father  and  son  devel- 
opers in  Navarre,  Fla.  sentenced  to 
21  months  in  jail  for  filling  in  a  wet- 
land. With  the  blessing  of  state  regu- 
lators, the  Millses  started  to  place  fill- 
dirt  on  the  one-acre  site.  But  then 
the  Army  Corps  of  Engineers  showed 
up  and  told  them  the  lot  was  a  wet- 
land and  the  fill  wasn't  authorized. 
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A  GROWTH  FUND  WITH 
BLUE  CHIP  PERFORMANCE 


HOW  S  10,000  IN\TSTED  6/30/93 
WOULD  HAVE  GROWN- 


$24,000 
22,000 


20,000- 


T.  Rowe  Price  Blue  Chip 
Growth  Fund  invests  in  today's 
leadmg  growth  companies  as 
well  as  those  with  the  abihty 
to  become  tomorrow's  industry 
leaders.  These  blue  chip  com- 
panies offer  the  potential  for 
sustained  growth  while  providing 
reduced  volatility  compared  with 
small-  and  mid- cap  companies. 

The  fund's  strategy  has  proven 
effective.  As  the  chart  indicates,  the 
fund  has  outperformed  its  Lipper  Category  Average  since  inception.  Past  per- 
formance cannot  guarantee  future  results.  Minimum  investment  is  $2,500 
($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  hee  information  Icit  including  a  prospectus 

1-800-541-6428 


Invest  With  Confidence 

TRoweFWce 


*32.81%,  29-82%,  and  24.22%  are  the  fund's  average  annual  total  returns  for  the  1-year,  3-year,  and  since 
inception  periods  ended  9/30A)",  respectively.  Source:  Lipper  .Analytical  Senices,  Inc.  Figures  include  changes  in  principal 
value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may 
be  worth  more  or  less  at  redemption  dian  at  original  purchase.  Read  the  prospectus  carefully  before  investing.  T.  Rowe 
Price  Investment  Services,  Inc.,  Distributor  b(;go388"9 


It  nia\-  nc  small,  but  the  Bose  Acc<ustic  Wave^  music  system  is  definitely  an 
overachiever.  The  unit  features  a  compact  disc  player,  an  AM/FM  radio,  a  handy 
remote  control,  and  our  patented  acoustic  waveguide  speaker  technology. 
And  it  produces  a  rich,  natural  sound  quality  comparable  to  audio  systems  costing 
thousands  of  dollars.  We  know  that's  hard  to  believe.  So  we're  ready  to  prove  it. 
Call  or  write  now  tor  our  complimentary  guide  to  this  award-winning  system. 
Because,  like  the  system  itself,  it's  available  directly  from  Bose. 


Call  today.  1-800-897-BOSE,  ext.  .\2522. 


Mr./,\lrs./.\h 

(               1 

N,imc  (Please  Print) 

Telephone 

.\ddrcss 

City  State  Zip 

Or  mail  to:  Bose  Corporation,  Dept.  CDD-A2S22,  The  Mountain.  Framingham,  MA  01701-9168. 


For  FREE 

shipping,  order  by 

December  15,  1997. 


Better  sound  through  research  * 


Call  the  state  regulators,  they  said. 
The  Millses  did  so.  Florida  said  it  was 
no  problem,  go  ahead.  Back  came  the 
Corps,  telling  them  to  stop  again. 

Eventually,  the  feds  arrested  the 
Millses  and  charged  them  with  a 
crime  under  the  Clean  Water  Act.  In 


I  Lawyer  William 
^  Hunter  outside 
^  his  Cavendish, 
i  Vt.  home 

A  4  a.m. 
pounding 
on  the  door 
and  a  raid  by 
drug  agents. 
Lesson: 
Never 
represent 
drug  dealers. 


his  1993  opinion,  reluctantly  con- 
firming the  Millses'  conviction.  Fed- 
eral Judge  Roger  Vinson  marveled  at 
the  Clean  Water  Act  regulations, 
which  equate  placing  clean  dirt  on 
dry  land  to  discharging  pollutants 
into  water.  That,  said  the  judge,  "is 


worthy  of  Alice  in  Wonderland." 

This  kind  of  thing  is  only  going  to 
get  worse.  The  Clinton  Admin- 
istration has  proposed  a  new  law 
called  the  Environmental  Crimes  En- 
forcement Act  that  would  punish 
attempted  environmental  crimes  as  if 
they  actually  had  taken  place.  For 
example,  federal  agents  could  con- 
duct a  sting  in  which  they  give  a  sus- 
pected hazardous  waste  dumper 
some  harmless  substance  to  dispose 
of  and  tell  him  it's  hazardous. 

If  he  takes  the  bait,  they  could 
charge  him  with  violating  the  envi- 
ronmental laws,  even  though  no  haz- 
ardous wastes  were  actually  dumped. 
The  new  law,  modeled  after  the  gov- 
ernment's drug  enforcement  pro- 
gram, would  also  permit  the  feds  to 
impound  corporate  assets,  impose 
20-year  prison  terms  and  levy  $2  mil- 
lion fines. 

Mail  fraud  is  being  stretched  to  its 
limits  as  a  prosecution  tool.  John 
Brennan,  63,  was  sentenced  by  a  fed- 
eral judge  in  June  to  four  years  and 
nine  months  in  prison.  His  former 
firm,  U.S.  Aviation  Underwriters,  has 


Are  you  guilty  of  mail  fraud? 

You  JUST  MAILED  IN  a  $1,200  expense  account.  One  of 
the  items  was  a  $7  cab  ride.  That's  what  you  said.  Actu- 
ally, you  spent  $5.  You  just  committed  a  felony. 

The  125 -year-old  mail  fi"aud  statute  is  a  sweeping 
piece  of  legislation.  Title  18,  Section  1341  of  the  U.S. 
Code  says  that  any  act  of  dishonesty  in  which  a  mailed 
item  (or,  since  1952,  with  the  addition  of  Section  1343, 
a  telephone  call)  plays  a  role  constitutes  a  federal  crime. 

You  stretched  a  little  in  the  description  of  your 
responsibilities  on  your  resume,  and  you  mailed  it  some- 
where. Is  that  mail  fraud.>  If  you  got  a  job  based  on  the 
lie,  it  might  be.  Chances  are  you  won't  be  prosecuted — 
unless  you  are  politically  prominent  or  you  cross  up  the 
prosecutors  on  some  other  matter.  Then  you  could  be 
in  real  trouble. 

The  beauty  of  a  mail  fraud  charge,  from  a  prosecu- 
tor's point  of  view,  is  that  it  can  be  stretched  to  cover 
just  about  any  arguably  dishonest  behavior — even  if  that 
behavior  is  not  specifically  covered  by  one  of  the  thou- 
sands of  other  criminal  provisions  Congress  has  enacted. 

Peter  Henning,  a  federal  prosecutor  in  Washington, 
D.C.  for  three  years,  is  now  a  law  professor  at  Wayne 
State  University  in  Detroit.  He  worries  that  the  mail 
fraud  statute  can  be  misused  by  overzealous  prosecu- 
tors— and  what  prosecutor  doesn't  want  to  obtain  a  con- 
viction." ""WTiat's  the  line  between  an  aggressive  business 


practice  and  fraud?"  Henning  asks.  "Fraud  is  an  elastic 
standard  that  may  allow  a  prosecutor  to  oversimplify." 

Armand  D'Amato  sent  legal  bills  to  Unisys  that  dis- 
guised the  fact  that  he  was  being  paid  to  lobby  his 
brother.  Senator  Alfonse  D'Amato  (R-N.Y),  on  Unisys' 
behalf  Prosecutors  said  the  bills  were  deceptive  and 
won  a  mail  fraud  conviction.  In  a  rare  setback  for  the 
Department  of  Justice,  the  2nd  Circuit  Court  of 
Appeals  in  1994  threw  out  the  conviction.  The  appel- 
late judges  noted  that  D'Amato  had  issued  the  mislead- 
ing bills  at  the  direction  of  a  Unisys  employee  and  that 
there  was  nothing  illegal  about  the  payments  them- 
selves. "Moreover,"  said  the  court,  "the  government 
offered  no  evidence  that  access  to  the  senator  was  not 
worth  the  fees  paid." 

You  don't  have  to  cheat  anybody  out  of  money  or 
propert}^  to  be  convicted  of  mail  or  wire  fi-aud  these 
days.  In  the  Anti-Drug  Abuse  Act  of  1988,  Congress, 
overturning  a  Supreme  Court  decision,  extended  mail 
fraud  to  cover  schemes  that  "deprive  another  of  the 
intangible  right  of  honest  services."  Columbia  law  pro- 
fessor John  Coffee  considers  the  1988  law  a  trouble- 
some extension  of  the  mail  fi-aud  statute. 

You're  on  the  beach  in  Hawaii  and  you  send  a  post- 
card to  your  mother-in-law.  "HaWng  wonderfiil  time," 
you  write.  "Wish  you  were  here." 

Felony?  Who  knows?  Don't  make  any  enemies  in  the 
Justice  Department.  -J.N.    ^ 
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:to 


AGENT  NAME: 
RAINMAKER 

WATCH  FOR 
THOMAS  PEARSON, 
CEO,  CFO,  COO, 
PRESIDENT 


TRUE  STORY: 

A  PARTNER  IN  AN  EXECUTIVE  SEARCH 
FIRM  USES  INQUISIT  AGENTS  TO  KEEP 
TABS  ON  HIS  TOP  CLIENTS.  HE  GETS 
A  REPORT  THAT  ONE  OF  HIS  FAVORITE 
TURN-AROUND  SPECIALISTS  HAS  MOVED 
TO  ANOTHER  COMPANY.  HE  KNOWS 
THE  GUY  IS  SMART  ENOUGH  TO  GET 
GOOD  HELP.  HE  CALLS  THE  NEW  CEO  TO 
CONGRATULATE  HIM.  AND  THE  GUY 
PRACTICALLY  GIVES  HIM  A  GROCERY  LIST 
OF  PEOPLE  TO  FIND  FOR  HIS  NEW  TEAM. 


Opportunity  doesn't  knock.  It  emaiis. 

I     N    ^    U     I    S    I    T 


PERSONAL  BUSINESS  INTELLIGENCE  •  $12.95  A  MONTH  •  FREE  TRIAL  SUBSCRIPTION 
SIGN  UP  AT:    WWW.INQUISIT.COM.  OR  SEND  A  BLANK  EMAIL  TO:  SIGNUP@1NQUISIT.COM 


Inquisit  ond  llie  Inquisit  logos  OfC  unregistered  frodemaiks  of  Inquisit.  Inc 


Seems  our  most  ORIGINAi 


Bluer  skj,  greener  grass,  cleaner  air.  These  are  elements  we  see  in  the 
vehicles  we're  developing  at  FORD  MOTOR  COM  PAN  Y.  Like  the  Sy  n  thesis 
2010.  A  car  whose  body  is  100%  RECYCLABLE,  thanks  to  its  light-weight 
ALL  ALUMINUM  shell.  Which  is  just  as  strong  as  steel,  jet  gentler  on  the 
gas  pump.  So  it's  safer  for  the  ENVIRONMENT.  Today,  Ford  is  the  auto 
industry  leader  in  aluminum,  fa  h  r  i  c  a  t  i  o  n  .  As  well  as  an  innovator  in  the 
application    of  recycled   plastics.    It's    all   part    of  our    continuing    effort    to 


I 


3EAS    ARE 


RECYCLED. 


build  E  N  V I RO  N  A1  E  N  TA  L  LY  rexponxihle  cars  that  combine  even  better  fuel 
ec  on  o  my  and  HIGH  R  EC  YC  L  A  B  I L  I  T  Y.  We  believe  this  visionary  thinking, 
powered  by  the  latest  technology,  will  reflect  positively  on  the  lj  a  a  1  i  t  v  of  all 
our   lives.    Which,    at    Ford   Motor   Comp any,    has   always   been    our   original   idea. 


♦      Ford      ♦      Ford     Trucks      ♦ 


^mjC 


Lincoln      •      Mercury      ♦ 


Q_U  ALITY      IS      JOB      1 


For  more  information,  contact  us  on  the  Internet  at:  http://www.forJ.com 


I  James  Maulden 
in  his  prison  cell 

Check-kiting 
solved  his 
cash-flow 
problems. 
He  eventually 
covered 
the  checks, 
but  money- 
laundering 
charges  got  him 
ten  years  in  jail. 


been  ordered  to  pay  $41  million  in 
criminal  fines  and  restitution  and  to 
report  to  a  federal  probation  officer 
for  the  next  five  years. 

U.S.  Aviation  wrote  insurance 
policies  for  USAir  and  for  a  security 
company  that  did  preboarding 
weapons-screening  of  passengers. 
U.S.  Aviation  laid  off  all  its  risk  on 
the  airline  to  others,  but  retained 
some  risk  on  the  security  company 
policy.  In  1987  an  ex-USAir  employ- 
ee with  a  gun  caused  the  crash  of  a 
plane  flown  by  Pacific  Southwest  Air- 
lines, which  was  benig  acquired  by 
USAir.  The  crash  killed  43  people. 
Brennan's  firm  wrote  to  the  airline, 
the  coinsurers  and  the  reinsurers, 
saying  that  in  its  view  all  the  blame 
attached  to  USAir.  The  insurers  paid 
up.  Brennan's  firm  didn't  reveal  that 
some  of  the  liability  might  rest  with 
the  security  company  or  that  it  had  a 
financial  incentive  to  find  USAir 
totally  at  fault.  In  short,  it  had  an 
undisclosed  conflict  of  interest. 

The  prosecutors  argued  that  Bren- 
nan's firm  had  a  fiduciary  duty  to  the 
airline  and  to  the  other  insurers  to 
disclose  that  information.  That's 
quite  a  good  civil  case.  But  the  U.S. 


Attorney  turned  it  into  a  federal  crim- 
inal case,  charging  Brennan  and  U.S. 
Aviation  with  mail  fraud. 

This  complicated  case  represents  an 
alarming  extension  of  federal  power. 
A  brief  filed  by  four  insurance  trade 
groups  declares:  "The  district  court's 
creation  of  fiduciary  duties  under  the 
criminal  mail  fraud  statute  is  the  most 
sweeping,  and  draconian,  revision  of 
insurance  law  in  recent  memory. 
It  .  .  .  puts  insurance  companies  at 
risk  of  criminal  prosecution  for  failure 
to  carry  out  previously  nonexistent 
fiduciary  duties."  Brennan  is  current- 
ly free  pending  an  appeal.  U.S.  Avia- 
tion is  appealing  as  well. 

The  feds  charged  William  Hunter, 
Jr.  with  mail  fraud,  too.  He  is  a  44- 
year-old  lawyer  in  Cavendish,  Vt. 
who  works  out  of  his  home.  Two 
years  ago  seven  federal  agents  pound- 
ed on  his  door  at  4  a.m.,  demanding 


Fighting  the  charge  is  much 
worse  than  giving  in.  Shades 
of  communist  show  tnals! 


to  see  files  and  records.  They 
searched  the  house,  shining  flash- 
lights into  the  rooms  where  his  three 
kids  slept. 

Turns  out  that  Hunter,  a  Rhodes 
scholar,  had  a  client  who  had  been 
busted  the  night  before  for  drug 
dealing.  Trying  to  make  a  deal,  the 
client  implicated  Hunter.  Sifting 
through  his  files  for  two  years,  feder- 
al investigators  could  not  come  up 
with  any  evidence  to  indict  him  on  a 
drug  offense. 

But  remember  one  thing  about 
bureaucrats:  Once  they  get  involved, 
it's  hard  to  stop  them.  Like  the  rest 
of  us,  they  have  to  show  their  bosses 
that  they  are  spending  their  time 
profitably.  So  rather  than  let  Hunter 
go,  drug  enforcement  agents  and  the 
local  federal  prosecutor  pieced 
together  several  unrelated  incidents 
of  sloppy  bookkeeping  and  mishan- 
dling of  escrow  accounts  by  Hunter. 
They  came  up  with  ten  counts  of  mail 
fi-aud  and  one  of  bankruptcy  fi-aud.  If 
convicted.  Hunter  faces  up  to  55 
years  in  jail  and  $2.7  million  in  fines. 
The  case  has  yet  to  go  to  trial. 

Another  major  weapon  in  prosecu- 
tors' hands:  harsh  new  federal  sen- 
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Business  is  beautiful.  Especially  in  a  state  that  puts  you  within  750  miles  of  60%  of  the  U.S. 
market-but  still  offers  the  peaceful  pleasures  of  the  Blue  Ridge  Mountains  and  the  Atlantic  shore. 
As  the  northernmost  right-to-work  state  in  the  Southeast,  Virginia  has  a  friendly  labor  climate  as 
well.  The  diverse  skills  of  our  labor  force  are  evidenced  by  the  variety  of  products  manufactured 
here,  including  everything  from  pickup  trucks  to  snack  foods.  If  you  enjoy  the  sweet  smell  of  success, 
you,  too,  will  appreciate  the  beauty  of  doing  business  in  Virginia.  wMfm%XmMwUFm 


Contact  Wayne  Sterling,  CED,  Executive  Director,  Virginia  Economic  Development  Partnership,  PO.  Box  798,  Richmond,  VA.  23218.  804-371-8202.  www, YesVjrginia.org. 


One  year 
in  jail  for 
not  filing 
a  peanut 
report! 


Weary  oh  enacting  so 
many  criminal  statutes — at 
least  3,000,  according  to 
Ronald  Gainer,  a  Washing- 
ton lavv^'er  who  actually 
counted  them  for  the  Jus- 
tice Department — Congress 
has  delegated  some  lawmak- 
ing to  the  bureaucracy. 

It  grants  bureaucrats 
broad  powers  to  write  regu- 
lations on  the  securities  mar- 
kets, the  environment,  food 
and  drug  safety.  Then,  it 
almost  hands  the  bureaucrats 
blank  checks  by  decreeing 
that  violation  of  these 
rules — rules  it  hasn't  yet  seen 
or  approved — is  a  crime. 

Congress  has  also  crimi- 
nalized the  failure  to  keep 
records  specified  by  bureau- 
crats; the  failure  to  answer 
questions  from  bureaucrats; 


and  the  failure  to  post  signs 
rcc]uircd  by  bureaucrats. 

Under  Title  7  of  the  U.S. 
Code,  Section  953,  any 
"warehouseman,  broker, 
cleaner,  sheller,  dealer, 
growers'  cooperative  associ- 
ation, Salter,  crusher  or 
manufacturer  of  peanut 
products"  who  refuses  to 
file  reports  "on  the  quantitv^ 
of  peanuts  and  peanut  oil 
received,  processed,  shipped 
and  owned  by  him"  can  be 
hit  with  a  vear  in  jail. 

Under  18  U.S.C.  4,  it's  a 
crime,  known  as  "misprision 
of  felony"  and  punishable 
by  tliree  years  in  jail,  to  fail 
to  report  as  soon  as  possible 
any  knowledge  you  have  of 
the  commission  of  any  other 
federal  felony. 


lines  to  jack  up  a  person's  sentence 
for  crimes  hc\s  been  acquitted  of 

Recent  changes  to  the  sentencing 
guidelines  toughen  conditions  of  pro- 
bation, too.  As  a  result,  common 
white-collar  criminals  may  be  harassed 
by  endless  probation,  the  way  Michael 
Milken  has  been.  He  has  already  paid 
with  two  years  in  jail  and  $1.1  billion 
in  fines  and  civil  settlements.  Yet  he  is 
still  on  probation  almost  five  years 
after  serving  his  sentence. 

In  short,  once  you  are  caught  in 
the  toils  of  these  laws,  you  do  not 
easily  escape,  no  matter  what.  After 
pleading  guilty  in  1994  to  violating 
environmental  reporting  laws.  New 
York's  Consolidated  Edison  Co.  had 
to  accept  a  court-appointed  monitor, 
attorney  Mitchell  Bernard.  He  runs 
an  employee  hot  line  to  encourage 
whistle -blowing  and  has  free  rein  to 
interview  employees  under  oath  and 
to  inspect  any  Con  Ed  sites  or 
records. 

Federal    judge    Ricardo    Urbina 


tencing  guidelines.  These  have  been 
toughened  considerably  ov^er  the  past 
decade  in  response  to  concerns  that 
vv^hite -collar  t^^pes  and  corporate  offi- 
cers hav^e  been  getting  off  too  easily 
compared  to  street  criminals.  The 
new  guidelines  provide  for  more 
severe  punishment  if  the  defendant 
fights  the  charges.  People  vv^ho  plead 
guilty  usually  get  credit  for  "accept- 
ing responsibility"  and  cooperating 
with  prosecutors.  Shades  of  commu- 
nist-era show  trials! 

Says  Stanley  Arkin,  a  white-collar- 
crime  defense  attorney  in  New  York: 
"The  guidelines  make  sentencing  in 
America  harsher  than  in  any  other 
country  in  the  world  except  the 
People's  Republic  of  China." 

A  White  Plains,  N.Y.  federal  jury  in 
October  1996  convicted  real  estate 
lawyer  Donal  Walsh  of  making  false 
statements  on  his  application  for  a 
$330,000  home  mortgage.  At 
Walsh's  sentencing,  the  judge  dou- 
bled what  would  have  been  a  maxi- 
mum six-month  sentence  to  a  full 
year — in  part  because  of  six  other 
conspiracy  and  fraud  charges  on 
which  Walsh  had  won  acquittal.  An 
appeals  court  later  affirmed  the  sen- 
tencing, citing  a  Supreme  Court  deci- 
sion saying  it's  okay  under  the  guide- 
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recently  put  Sun-Diamond  Growers 
of  California,  an  agriculture  coopera- 
tive, on  five  years'  probation  for 
giving  illegal  gifts  to  then  agriculture 
secretary  Michael  Espy,  and  for 
making  illegal  campaign  contribu- 
tions to  his  brother.  The  firm  must 
provide  quarterly  reports  to  a  proba- 
tion officer  detailing  any  spending 
done  in  connection  with  federal 
employees,  regulations  or  contracts. 
Burdensome,  though  not  unreason- 
able— but  the  feds  didn't  stop  there. 

They  extended  the  reporting 
requirements  to  Sun-Diamond's  co- 
operative members  who  were  never 
charged  with  any  wrongdoing.  If  they 
make  a  mistake  on  the  reports, 
they're  afraid  they  may  be  subject  to 
criminal  sanctions. 

Federal  prosecutor  Theodore 
Greenberg  pushed  the  court  for  this 
harsh  treatment  because  he  thought 
Sun- Diamond  was  unrepentant. 
Greenberg  objected  that  Sun-Dia- 
mond   didn't    fire    the    man    who 
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Laurence  Urgenson, 
partner, 
Kirkland  &  Ellis 

'The  only  limit 
now  is  what 
the  government 
believes 
a  company 
can  stand." 
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Switching  Jobs  Can  Have  An 
Unfortunate  Effect  On  Your  Retirement  Savings. 


m  A    PENALTY  "^ 


Don't  Lose  40%  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 


T  Rowe  Price  can  help.  Call 
for  our  free  kit  on  managing  the 
payout  from  your  former  employer's 
retirement  plan.  Thie  kit  clearly 
explains  the  pros  and  cons  of  all 
the  distribution  options,  so  you 


ManapncVmr 

RtUrcmcni 

Disiribimon 


can  decide  what's  best  for 
you.  Because  we'd  hate  to 
see  your  retirement  plan  go  all 
to  pieces. 

1-800-401 -A61 2 


Invest  With  Confidence 

TRowelVice 


-Ik 


Request  a  prospectus  witii  more  complete  information,  including  management  fees  and  ottier  cfiarges 

and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  iraro3888i 


Technology  ^ 

The  latest  news  from  Silicon  Valley. 
Hot  companies,  rising  industry  personalities, 
compelling  new  technologies,  mobile 
computing,  and  telecommuting.  Plus, 
insightful  analysis  of  the  significant 
corporate  and  cultural  changes  wrought 
by  advancing  technology. 
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SPONSORED  BY 
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Don't . . . 


Dress  up  in  your  grandfather's  Postal  Service  uniform  and  go 
trick-or-treating.  SIX  MONTHS.  18  U.S.C.  1730.  -   • 

Wear  a  military  ribbon,  button  or  rosette  you  are  not  authorized  to. 
SIX  MONTHS.  18  U.S.C.  704. 

Reuse  a  canceled  postage  stamp  . 
ONE  YEAR.  18  U.S.C.  1720. 

Solicit  political  contributions  from  someone  on  unemployment. 
ONE  YEAR.  18  U.S.C.  604. 

Throw  mud,  sand  or  ashes  into  New  York  Harbor. 
ONE  YEAR.  33  U.S.C.  441. 

Copy  a  fnend's  computer  game,  rather  than  buy  it  yourself. 
ONE  YEAR.  18  U.S.C.  2319. 

Take  false  teeth  to  your  grandmother  in  another  state  without 
the  authorization  of  a  local  dentist.  ONE  YEAR.  18  U.S.C.  1821. 

"Willfully"  break  a  branch  or  commit  another  vegetation  offense 
in  a  national  military  park.  ONE  YEAR.  16  U.S.C.  413. 

Ask  a  member  of  the  armed  forces,  as  part  of  a  poll,  whom  he  plans  to  vote 
for.  ONE  YEAR.  18  U.S.C.  596. 

Eavesdrop  on  your  neighbor's  cordless  phone  conversation  and  then  gossip 
about  what  you  heard.  FIVE  YEARS.  18  U.S.C.  2511. 

Exaggerate  symptoms  to  your  doctor  so  that  your  insurance 
company  will  pay  for  a  checkup  it  wouldn't  otherwise  cover. 
FIVE  YEARS.  18  U.S.C.  1347. 
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Take  a  confidential  list  of  your  firm's  clients 
and  their  phone  numbers  with  you  to  a  new  job. 
TEN  YEARS.  18  U.S.C.  1832. 

List  on  your  mortgage  loan  application  the  source  of  the  down 
payment  as  a  gift  from  your  parents  when  it  was  really  a  loan. 
THIRTY  YEARS.  18  U.S.C.  1014.  -J.N. 
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allegedly  gave  $11,000  worth  of  free- 
bies,  like  tickets  to  sports  events,  to 
Bill  Clinton's  Cabinet  appointee. 
Instead,  Sun-Diamond  allowed  the 
executive  to  resign. 

Prosecutors  are  now  routinely 
adding  money-laundering  charges  to 
inflate  prison  terms  for  white-collar 
offenders.  By  threatening  to  charge 
them  with  money-laundering,  prose- 
cutors can  bludgeon  suspects  into 
copping  a  plea  to  lesser  charges. 

Money-laundering?  The  first  major 
law  against  it  was  enacted  a  decade 
ago  to  crack  down  on  drug  traffick- 
ers. But  these  days  if  you  engage  in 
almost  any  financial  transaction  with 
the  proceeds  of  mail  fraud,  wire 
fraud,  bank  fraud,  health  care  fraud 
or  environmental  crimes,  you  could 


be  charged  with  money-laundering, 
which  carries  a  maximum  20-year 
sentence.  (Twenty  years  is  more  than 
twice  the  average  time  served  for 
homicide  in  the  U.S.) 

To  cover  a  cash  flow  problem  in  his 
casino,  real  estate  and  marina  busi- 
nesses, Florida  businessman  James  W. 
Maulden  engineered  a  check-kiting 
scheme  that  involved  29  accounts  at 
the  Bay  Bank  &  Trust  Co.  of  Panama 
City,  Fla.,  where  he  served  as  a  direc- 

"The  moral  is:  'Don't  piss  off 
the  Department  of  Justice, 
because  they'll  crush  you.'" 


tor.  Maulden  always  eventually  cov- 
ered the  checks.  Nevertheless,  he  was 
found  guilty  of  bank  fraud  and  mis- 
application of  funds — punishable,  his 
lawyer  figures,  by  up  to  16  months  in 
jail  in  his  case.  But  the  feds  also  con- 
vinced the  court  to  convict  him  of 
money-laundering  because  he  used 
some  of  the  bad  checks  to  pay  off  a 
loan  from  another  bank.  Result:  ten 
years.  Maulden  is  appealing. 

The  bureaucratic  flavor  of  the 
month  is  health  care  fraud,  which 
prosecutors  are  treating  as  the  insid- 
er trading  of  the  1990s.  Did  Richard 
Scott  and  other  former  top  executives 
of  Columbia/HCA  Healthcare  intend 
to  cheat  Medicare?  We  don't  know 
yet.  What  we  do  know  is  that 
Medicare  billing  standards  are  so 
vague  and  complicated  that  even  the 
most  diligent  doctors  and  executives 
can't  be  sure  what's  legal  or  illegal. 

It's  no  secret  what  the  government 
wants  from  the  Columbia  case:  to 
deter  aggressive  billing.  Get  too  fancy 
and  you  might  be  ruined  or  even  end 
up  in  the  slammer. 

By  threatening  to  put  people  in  jail 
and  to  ban  their  companies  from 
government  business,  prosecutors 
find  it  much  easier  to  blackmail  com- 
panies into  doing  the  government's 
bidding.  To  avoid  being  barred  from 
government  contracts,  SmithKline 
Beecham  Clinical  Laboratories  and 
Quest  Diagnostics  a  year  ago  agreed 
to  pay  the  government  hundreds  of 
millions  of  dollars  and  to  abide  by 
excruciatingly  detailed  corporate 
supervision  plans  covering  marketing, 
billing  and  ethics-training  procedures. 
In  other  words,  the  government  is 
telling  these  firms  how  to  run  their 
businesses. 

"They  want  to  squeeze  the  goose 
but  not  kill  it,"  says  Laurence  Urgen- 
son,  a  federal  prosecutor  for  12  years, 
now  with  Kirkland  &  Ellis.  "The  only 
limit  now  is  what  the  government 
believes  a  company  can  stand." 

It  doesn't  really  matter?  Just  wait 
until  it  happens  to  you.  A  country 
can  lose  its  liberties  overnight  in  a 
coup  d'etat.  It  can  also  lose  them  bit 
by  bit  to  a  grasping  bureaucracy, 
aided  and  abetted  by  a  legislature 
prone  to  solving  each  new  problem — 
real  or  perceived — with  a  criminal 
statute.  ■■ 
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Wired  for  management. 


Today s 
expanded  desk- 
top capabilities  and 
the  explosion  of  the  Internet  have  made 
corporate  computing  networks  increasing!) 
complex  to  manage.  As  a  leading  supplier 
of  new  technologies  to  the  computer  induslr\. 
Intel  is  committed  to  delivering  solutions. 
Case  in  point:  the  new  Pentium'  II  processor 
In  addition  to  advancements  that  make  it  the 
most  powerful  Intel  processor  ever  available. 

O  1997  Imcl  Corpunilion 


77?^  new  Intel  Pentium  II  proeessor 


J 


it's  also  specificall)  instrumented  for  manage- 
ability. It  contains  monitoring  and  self-test 
circuitry  that  help  minimize  downtime  and 

provide  \  aluable  data  to  man- 
^^^^•^       agement  applications.  Of 

course,  designing  manageabilit\ 

into  the  Pentium  II  processor  is 

just  the  beginning.  Through 
Pent'M.nrn     our  -Wired  for  Management"     L  ►www.intel.com/Pentiumn 


in 
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initiative,  we"re  working  with  other  PC 
industr)  leaders  like  Compaq.  Dell, 
Hewlett-Packard  and  IBM  to  create  guide- 
lines for  a  new  generation  of  highly  manageable 
s\  stems.  PCs,  Network  PCs  and  servers  based 
on  those  guidelines  can  help  simplify  network 
management  and  lower  \our  total  cost  of 
o\\  nci"ship.  To  learn  more  about 
manageability  and  the  Pentium  II 
processor,  visit  our  Web  site. 
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The  Computer  Inside.' 


Too  BAD  ABOUT  the  price  of  gold.  In 
February  1996  it  fetched  $415  an 
ounce,  but  by  October  1997  it  had 
fallen  to  a  12-year  low  of  $307  and 
now  is  hovering  around  $312. 

Had  the  price  stayed  where  it  was 
less  than  two  years  ago,  Newmont 
Mining's  chairman,  Ronald  Cambre, 
would  not  have  so  many  unhappy 
shareholders.  In  his  four  years  at  the 
helm  of  the  Denver-based  company, 
he  has  pushed  it  past  Barrick  Gold 
Corp.  to  be  the  biggest  miner  of  gold 
outside  of  South  Africa,  v/ith  output 


this  year  of  3.8  million  ounces. 

He  has  also  kept  it  among  the 
world's  lowest-cost  gold  miners,  with 
production  costs  of  $251  an  ounce, 
$66  less  than  the  average  gold- 
mining  company. 

But  good  management  alone  can't 
buck  low  prices.  In  spite  of 
Cambre's  accomplishments,  New- 
mont's  stock  dived  from  $60  last 
May  to  a  recent  $32.  Last  year  New- 
mont, which  has  a  market  value  of 
$5.4  bilhon,  netted  only  $85 
million,  less  than  in  1991,  when  it 


was  a  much  smaller  producer. 

Even  in  this  bleak  environment, 
Newmont  has  made  solid  progress 
by  containing  costs  and  boosting 
production.  It  earned  80  cents  a 
share  before  nonrecurring  items  in 
the  first  nine  months  of  1997,  versus 
49  cents  a  share  a  year  earlier.  New- 
mont's  production  of  gold  has  dou- 
bled since  1993,  when  Cambre,  who 
worked  at  Freeport  McMoRan 
Copper  &  Gold  for  30  years,  took 
the  helm.  Newmont's  proven 
reserves  of  gold  have  also  doubled, 
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A  miserable  decade 


Average  return  on  equity 
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Return  on  equity  for  the  average  North 
American  gold  producer  has  plunged. 


ensuring  that  it  has  enough  gold  to 
produce  at  its  current  level  for  about 
ten  years. 

Cambre's  biggest  coup  was  the 
hard-won  acquisition  of  Santa  Fe 
Pacific  Gold  earlier  this  year.  Santa  Fe 
first  said  yes  to  Newmont,  then 
changed  its  mind  and  announced  that 
it  was  merging  with  Homestakc 
Mining  instead.  Cambre,  a  quietly 
forceful  59 -year-old  from  New 
Orleans,  refused  to  accept  defeat.  He 
raised  his  bid  and  spent  a  grueling 
month  on  the  roacl  mectinu;  with 
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Santa  Fe's  shareholders  and  winning 
them  over.  His  determination  paid 
off.  In  May  1997  Santa  Fe  capitulat- 
ed, merging  with  Newmont  for  $2.1 
billion  in  stock. 

The  merger  not  only  boosted 
Newmont's  reserves  but  also  gained 
it  ownership  of  Santa  Fe's  flagship 
Twin  Creeks  Mine  in  northern 
Nevada,  which  boasts  a  giant  brick- 
lined  autoclave — or  pressure  cook- 
er— for  processing  complex  ores. 
Newmont  now  uses  the  autoclave  to 
purit\'  some  ores  that  it  used  to  treat 
more  expensively  at  other  sites. 

Because  of  such  synergies,  New- 
mont expects  savings  of  $70  million 
in  the  first  year  after  the  merger.  It 
says  that  figure  may  soon  rise  to  $100 
million. 

Newmont  mines  in  Peru,  Uzbek- 
istan, Mexico  and  Indonesia.  But  its 
primary  focus  is  Nevada,  which  pro- 
vides nearly  three-quarters  of  its  gold. 
The  Carlin  Trend,  a  50-mile-long 
area  in  Nevada,  is  one  of  the  world's 
richest  gold-producing  regions.  But 
Newmont  has  been  mining  there  for 
32  years,  and  most  of  the  easiest  pick- 
ings have  already  been  picked. 

The  company  is  having  to  adapt  by 
digging  deeper,  moving  increasingly 
from  worn-out  open-pit  mines  to 
underground  mines.  It  has  also  dcxcl- 
oped  new  techniques  for  processing 
still  plentiful  lower-grade  ore. 

One  innovation:  a  patented  process 
in  which  Newmont  inoculates  low- 
grade  ore  with  billions  of  bacteria  it 
breeds  in  sihcr  tanks.  The  bacteria  eat 
the  sulfide  impurities  in  the  ore, 
making  it  easier  to  extract  the  gold 
economically.  Over  the  next  decade 
Newmont  expects  to  use  this  process 
to  extract  millions  of  oimces  from  ore 
that  it  would  once  have  thro\\'n  away. 

Asking  prices  for  gold  properties  are 
high  despite  low  earnings.  So  Cambre 
is  concentrating  on  exploration  to 
enhance  liis  reser\'es.  In  die  late  1980s 
the  company  found  gold  14,000  feet 
above  sea  level  in  die  Peruvian  Andes. 
That  deposit,  Minera  Yanacocha,  pro- 
duces a  million  ounces  of  gold  a  year 
at  a  low  cost. 

Newmont  will  vSpend  $102  million 
on  gold  exploration  in  1997 — more 
than  any  other  gold  producer  in  the 
U.S.  "We  don't  cut  our  budgets  in 
tough  times,"  says  Cambre.  "That 
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\\  cigh  ever\  move.  That  s  what  we  do 
with  the  Select  S&P  Industrial  Portfolio. 
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Bleak  times  for  gold  producers 
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Newmont  remains  profitable  despite  the  plunging  price  of  gold. 
But  its  stock  has  taken  a  beating. 


would  harm  the  company  in  five  to 
ten  years." 

He  will  spend  almost  half  the 
exploration  budget  in  Nevada,  where 
Newmont  is  the  second-largest  land- 
owner after  the  federal  government. 
Santa  Fe  Pacific  owned  1.5  million 
acres  of  Nevada  land,  and  Cambre  is 
betting  that  there's  undiscovered 
gold  on  that  propert)^ 

Newmont  has  mapped  local  rock 
formations  with  magnetic  sensors  sus- 
pended from  low-flying  helicopters. 
The  compan\'  is  now  spending  tens  of 
millions  drilling  holes  all  over  Nevada 
in  the  hope  of  hitting  gold.  Santa  Fe, 
lacking  Newmont's  expertise  and 
financial  heft,  didn't  drill  as  deep  as 
Newmont,  which  is  drilling  to  2,000 
feet,  at  a  cost  of  up  to  $50  a  foot. 

The  company's  hottest  target  on 
the  Carlin  Trend,  says  John  Dow, 
Newmont's  head  of  exploration,  is 
the  Rain  underground  mine.  New- 
mont used  to  have  an  open-pit  mine 
on  the  site,  but  it  appeared  to  be 
depleted.  By  drilling  deeper,  the  com- 
pany has  found  an  additional 
250,000  ounces  of  gold,  and  Dow 
thinks  the  deposit  may  hold  2.5  mil- 
lion ounces.  It  proves,  says  he,  that 
"we've  really  just  scratched  the  sur- 
face" of  the  Carlin  Trend. 

But  Cambre's  pride  and  joy  is  a 
vast  new  project  on  the  Indonesian 
island  of  Sumbawa.  Batu  Hijau, 
which  Newmont  discovered  in  1990, 
is  expected  to  produce  550,000 
ounces  of  gold  and  270,000  tons  of 
copper  a  year  for  two  decades,  start- 
ing in  1999.  It  is  so  immense  that 
Newmont  has  brought  in  a  partner, 
Sumitomo  Corp.,  to  run  the  venture 


and  to  share  its  costs. 

Batu  Hijau  is  a  big  bet  on  the  re- 
covery of  the  price  of  gold.  The 
deposit  contains  rather  low-grade 
ore,  and  Newmont  has  to  borrow  $1 
billion  to  develop  the  site.  "It's  not  a 
slam  dunk,"  admits  Chief  Financial 
Officer  Wayne  Murdy.  "It's  one  of 
those  projects  you  have  to  look  at 
very  hard." 

Cambre  predicts  that  Batu  Hijau 
\\ill  give  Newmont  S90  million  a  year 
in  free  cash  flow  for  20  years — pro- 
vided that  gold  gets  back  to  $350  an 
ounce.  Daniel  McConvey,  an  analyst 
at  Goldman,  Sachs,  thinks  Cambre 


made  the  right  decision,  but  warns: 
"Newmont  can't  afford  big  capital 
cost  overruns  or  a  big  fall  in  com- 
modity' prices." 

Does  anybody  need  all  that  gold? 
Maybe  Lenin  was  right  when  he  pre- 
dicted that  one  day  it  would  be  used 
for  the  walls  of  lavatories.  Cambre,  of 
course,  doesn't  think  so.  He's  pin- 
ning his  hopes  on  the  growing  upper 
and  middle  classes  in  developing 
countries  to  boost  the  demand  for 
jewelry.  Eventually,  he  argues,  gold 
has  to  recover.  "I'm  just  wondering," 
he  confesses,  "if  it's  going  to  happen 
on  my  watch."  ^ 
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Experimenting  in  Nevada  with  a  patented  process 

Newmont  uses  bacteria  to  eat  the  impurities  in  low-grade  ore. 
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Vith  three  engines, 
he  Falcon  50EX  is  undaunted 
)y  short  runways,  tall 
fountains  or  wide  oceans. 


It  helps  to  come  from  a 


powerful  gene  pool7= 


lineered  with  passional 


There  is  only  one  company  in  the  world  that  makes  advanced 
i^      fighter  aircraft — and  also  makes  business  jets. 

^      This  is  the  I'alcon  advantage.  It's  why  Falcons  are  known 
as  the  best  designed,  best  built,  lu'si  /7i//'/x  business  jets  at  the 
top  of  the  market.  Falcons  take  off  from  short  airstrips,  then 
easily  fly  long  missions.  You'll  even  save  on  operating  costs. 
\         For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  54 1-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


A  DASSAULT 

/^  FALCON      JET 


ivxkHv.fiilconjet.com 


You  never  know  where  technology's  going  to  strike 
next.  It  may  be  on  the  verge  of  revolutionizing 
the  outdoor  advertising  business. 

Hey,  one  of 
my  lights  is  out 


By  Carleen  Hawn 


have  no  precise  way  of  knowing 
whether  billboard  advertisements  arc 
properly  displayed,  and  for  the  con- 
tracted time,  or  whether  they  are  well 
maintained.  If  the  advertiser  has  a 
gripe,  legitimate  or  not,  he  can 
demand  a  service  credit.  Those  cred- 
its can  mount  up. 

White,  a  self-professed  technology' 
dinosaur,  stumbled  upon  an  idea:  Why 
not  use  a  version  of  digital  paging  to 
monitor  Whiteco's  billboards  from  its 
headquarters  in  Merrillville,  Ind.?  If  a 
lightbulb  went  out,  sensors  could  send 
a  message  and  the  company  could  fix 
the  problem  before  the  customer  was 
even  aware  of  it. 

In  1992  Whiteco  and  a  partner 
invested  an  estimated  $8  million  and 
brought  in  43-year-old  Gary  Conk- 
right,  an  aeronautical  engineer  and 
University  of  Chicago  M.B.A.,  to 
manage  the  project.  After  two  years 
of  R&D,  Conkright  developed  a 
system  called  Profile  2002. 

Here's  how  it  works.  Up  to  256 
electronic  sensors  are  placed  on  a  bill- 
board, one  for  every  lightbulb.  These 
sensors  are  monitored  by  an  Intel  286- 
based  microprocessor  adapted  by  Pro- 
file. This  computer  sits  inside  a  small 
metal  box  placed  on  one  of  the  bill- 
board posts.  If  a  bulb  goes  out,  the 
wattage  change  is  read  by  the  sensors 
and  converted  into  a  digital  message 
by  the  computer.  A  two-way  pager 
transports  that  message  via  satellite 
from  the  billboard  to  Profile's  Pen- 
tium-driven command  computer  at 
headquarters.  The  computer  then 
automaticall}'  sends  a  notice  to  the  bill- 
board operator — 


Billboard  tycoon 
Dean  White  and 
Profile  Systems 
Chief  Gary  Conkright 
Giving  billboards 
more  credibility 
with  their 
customers. 


At  74  YEARS  OF  AGE,  Dean  White  is 
starting  a  new  business.  It's  called 
Profile  Systems,  and  it  proposes  to 
monitor  billboards  for  advertisers. 

White,  a  Forbes  Four  Hundred 
member,  owns  Whiteco  Outdoor,  the 
nation's  fifi:h-largest  billboard  opera- 
tor, with  $140  million  in  estimated 


1997  sales  from  23,000  billboards  in 
the  U.S.  and  China.  White  got  the 
idea  for  Profile  Systems  in  1992.  He 
was  thinking  about  an  old  problem 
and  a  new  technology.  Could  he 
apply  the  latter  to  the  former,  he 
wonderedi" 

The  problem  was  that  advertisers 


by  fax  and  E- 
mail — so  the  bulb 
can  be  replaced 
immediately.  No 
more  weeklong 
burnouts,  hence 
no  service-credit 
problems. 

Profile  also  has 
a  Windows- based 
software  program  that  allows  bill- 
board operators  to  program  their 
lighting  schedules  remotely,  using  a 
laptop  or  desktop  computer.  Typical- 
ly, billboard  lightbulbs  are  controlled 
by  a  mechanical  timer  programmed 
by  an  electrician  according  to  the 
average  number  of  hours  of  darkness 
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in  a  given  day.  Because  they  require  a 
visit  from  an  electrician,  these  timers 
are  adjusted  only  periodically.  As  a 
result,  billboard  operators  eat  as 
much  as  35%  of  their  annual  energy 
costs  by  keeping  the  lights  on  during 
too  many  daylight  hours  or  when  the 
billboard  is  empty  between  ads. 

With  Profile,  computer  instructions 
for  tliose  timers  are  updated  and  sent 
over  the  paging  network  several  times 
daily.  "That's  over  a  30%  cost  savings 
right  there,"  Conkright  boasts.  Pro- 
file 2002  costs  the  billboard  operator 
$800  for  hardware  and  can  cost  up  to 
$1,000  for  installation.  Then  he  pays 
Profile  a  monthly  service  fee  of  $8  to 
$15  for  monitoring  each  billboard. 

Consider  that  a  14-by-48-foot  illu- 
minated billboard  leases  for  an  average 
$3,500  a  month.  A  single  service 
credit,  typically  25%  of  that  fee,  costs 
the  billboard  company  $875.  By  com- 
parison. Profile  looks  pretty  cheap. 

White  could  have  kept  Profile  as  a 
competitive  advantage  for  Whiteco, 
but  he  decided  to  turn  it  into  a 
profit  center  instead.  So  far,  the 
profits  are  illusory.  Every  major  out- 
door operator  is  using  the  system, 
but  only  in  test.  Profile  will  lose 
money  again  in  1997  on  sales  of  less 
than  $5  million. 

"The  outdoor  industry  in  general 
has  been  slow  to  adapt  to  change," 
Conkright  concedes.  "But  we  think, 
as  [advertisers]  begin  to  request  the 
service,  that  that  will  change." 
Indeed,  Chicago-based  ad  agency 
Leo  Burnett,  the  largest  out-of-homc 
ad  buyer  in  the  country,  recently 
began  encouraging  the  adoption  of 
Profile  2002  by  billboard  operators 
who  do  business  with  Burnett. 

Beyond  lighting.  White  foresees 
that  Profile  2002  could  be  used  to 
change  electric  messages  and  to  con- 
trol revolving  billboard  panels,  fur- 
ther cutting  operating  costs.  And  he 
sees  even  larger  applications  outside 
the  advertising  industry. 

"Everytliing  that  uses  electricity  has 
a  use  for  Profile.  It  is  going  to  arrive 
one  of  these  days,  and  whoever  is 
there  will  reap  the  rewards.  Fm  in  this 
for  the  long  haul,"  says  an  expectant 
Dean  White.  Far-fetched.>  Maybe,  but 
most  smart  moves  look  far-fetched  in 
their  early  stages.  Otherwise,  every- 
one would  be  doing  them.  Hi 
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One 

Solitary  Life 


He  was  born  in  an  obscure  village,  the  child 

OF  A  peasant  woman. 

He  grew  up  in  still  another  village  where 
he  worked  in  a  carpenter  shop  until  he 

was  THIRTY. 

Then  for  three  years  he  was  an  itinerant 

preacher. 
He  never  wrote  a  book. 
He  never  held  an  office. 
He  didn't  go  to  college. 
He  never  visited  a  big  city. 
He  never  traveled  two  hundred  miles  from 

the  place  he  was  born. 
He  did  none  of  the  things  one  usually 

associates  with  greatness. 

He  had  no  credentials  but  himself. 

He  was  only  thirty-three  when  the  tide  of 

public  opinion  turned  against  him. 
His  friends  ran  away. 
He  was  turned  over  to  his  enemies  and  went 

through  the  mockery  of  a  trial. 

He  was  NAILED  TO  A  CROSS  BETWEEN  TWO 
THIEVES. 

While  he  was  dying,  his  executioners 
gambled  for  his  clothing.  the  only 

property  he  HAD  ON  EARTH. 

When  he  was  dead,  he  was  laid  in  a  borrowed 

GRAVE  through  THE  PITY  OF  A  FRIEND. 

Nineteen  centuries  have  come  and  gone,  and 
today  he  is  the  central  figure  of  the 

human  RACE  AND  THE  LEADER  OF  MANKIND'S 

progress. 

All  the  armies  that  ever  marched,  all  the 
navies  that  ever  sailed,  all  the 
parliaments  that  ever  sat,  all  the  kings 
that  ever  reigned  put  together  have  not 
affected  the  life  of  man  on  earth  as 
much  as  that  one  solitary  life. 

Author  Unknown 


The  Chatham  Hill  Foundation 


WHATIF  YOU  COULD 
CREATE  A  DRUG  THAT  WAS 

INACTIVE  UNTIL 

IT  WAS  "SWITCHED  ON"  AT 

THE  TARGET  SITE? 


Doctors  want  drugs  powerful 
enough  to  destroy  a  disease.  But 
they  also  seek  to  leave  healthy  parts 
of  the  body  unharmed. 

Much  of  medicine  is  an  unending 
search  for  a  delicate  balance  between 
these  contrary  goals. 

But  what  if  we  just  turned  the 
problem  on  its  head? 

What  if  we  had  a  drug  that  could 
flow  freely  throughout  the  body 
without  affecting  normal  tissue,  and 
then  "turn  on'only  when  and  where 
it  was  needed?  And  what  if  it  only 
required  a  low-power,  non-thermal 
red  light  for  activation? 


This  is  the  vision  of  Photo  Point!" 
a  dramatic  new  medical  proce- 
dure being  developed  by  Miravant. 
It  may  give  medical  practitioners 
a  high  degree  of  selectivity  and 
control  in  a  minimally  invasive 
procedure. 

PhotoPoint  may  have  application 
for  a  wide  range  of  conditions  rang- 
ing from  cancers  to  eye  diseases,  and 
is  now  being  tested  in  preclinical 
and  clinical  studies  in  the  U.  S.  and 
internationally. 

We'll  be  telling  you  more  about 
PhotoPoint  in  the  months  to  come. 
Stay  tuned. 


PfcoioPoint  has  potential  to  ickandy  larga  a  range  of 
abnormal  tissues  in  tbe  body.such  as  dhcasis  like  cancer  or 
rcunal  abnormaUiics. 


In  clinical  studies,  tfcc  Pfcotofbmt  drug  is  injected  and  is 
subsequently  retained  by  target  cclls.h  remaim  inaaiix  until 
exposed  to  a  specific  waiidcngth  of  non  ■  thermal  red  light. 


Light  is  directed  at  ifcc  target  area.  A  small  diodt- 
systtm  generates  the  light,  and  special  daicis  dd 
within  (fcc  body  or  on  its  surfa'c. 


/.irqtiL-J  cdh  iirc  dcsuovcJ  hv  an  inioiiciion  ^^■^('a■n  iIk  J?iii; 
iinj  ihi  lij;/)i,  M'ltfi  miriMiiii/  faicncn  sidt  excels,  Plwiorbint.  nou' 
III  Lliniui/  iriiils, IS  hing  daxlopcd  as  M  miipdiiini  procedure. 


Liirn  more  ,ihoui  Phowl\iini'\ind  AliiMi.ini  (Njsdktq  :  AI/\\7  )  .it 
uiniimiiiiwni.aim, or uill  toll-/uc .it  SSS-t^yii-SS.  Ihc compjitvl produas 
icijiiirc  U.S.  FooJjnJ  Dnij;  Adi)iinistwtiim  Jpproiat  hcjorc  mjrkaing. 
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Harold  Lewis  is  in  the  business  of  taking  care  of  other  people's  kids, 
but  he's  smart  enough  to  realize  that  his  real  customers  are  the  parents. 

'^What  did  you  do  in 
school  today,  darlingr' 


By  Katrina  Burger 

Harold  Lewis  had  just  started  his 
new  job  as  chief  executive  officer  of 
Childtime  Children's  Centers  when 
the  power  company  called.  "They 
threatened  to  shut  off  the  electricit)' 
in  one  hour  unless  we  paid  our  bill 


immediately,*'  says  Le\vis.  on  was  to  use  the  chief  financial  offi- 

Lewis  knew  what  he  had  gotten  cer's  personal  credit  card  to  pay  the 

himself  into,  but  this  was  a  little  bills.  The  35-year-old  cliild-care  chain 

much.  The  Farmington  Hills,  Mich.-  gushed  S3  million  in  red  ink  the  year 

based  company  was  so  far  in  the  red  before,  and  its  old  owner,  baby  food 

that  the  only  way  to  keep  the  lights  maker  Gerber  Products  Co.,  had 
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5  New  Tax  Law  Strategies 
Investors  Should  Consider 

Rioht  Now 


-^  'm$ll§^S!^0i0l^*f^&>'^^^" 


An  investor's  guide  from  Prudential  Securities. 

Looking  to  make  the  most  of  the  opportunities  created  by  the  Taxpayer  Relief  Act  of  1997?  Prudential 
Securities  offers  a  checklist  of  smart  steps  investors  can  put  into  action.  Ask  a  Prudential  Securities 
Financial  Advisor  how  you  can  turn  America's  tax  cuts  into  your  financial  gains. 


Explore  new 
options  with 
a  powerful 
planning  tool. 


Personal  Financial 
Architect,"  an  exclusive 
Prudential  Securities 
software  program,  uses 
your  financial  information 
to  help  you  create  a 
picture  of  your  long-term 
investment  outlook. 

With  the  help  of 
Financial  Architect, 

you  and  your  Financial 
Advisor  will  analyze 
your  portfolio,  explore 
"what  if  "scenarios, 
and  map  out  sound 
investing  strategies. 


Re-evaluate  your 
portfolio.  This  new  law  reduces 
taxes  on  capital  gains  for  securities  held 
more  than  18  months.  Review  your 
portfolio  with  a  Prudential  Securities 
Financial  Advisor  and  your  tax  advisor. 
Then  determine  which  equity  and  fixed- 
income  investments  may  be  eligible  for 
reduced  capital  gains  treatment. 

2  Consider  the  new 
Roth  IRA  Plus.  Beginning  in 
1998,  qualified  taxpayers  may  make  a 
$2,000  nondeductible  contribution  to  the 
Roth  IRA  Plus,  which  allows  qualified 
distributions  to  be  taken  tax-free.  A 
Prudential  Securities  Financial  Advisor 
can  help  you  determine  if  you  qualify 
and  whether  you  should  roll  over  your 
traditional  IRA  into  a  Roth  IRA  Plus. 

Rethink  your  college 
funding  plan.  Beginning  in 
1998,  the  tax  reforms  create  new,  easier 
ways  to  invest  and  access  funds  for  qualified 
higher  education  expenses.  If  you  have  a 
child  or  relative  under  18,  speak  to  a 
Prudential  Securities  Financial  Advisor 
about  the  new  Education  IRA  If  you  have  a 
child  going  to  college,  consider  making  a 
penalty-ft^e  withdrawal  from  your 
traditional  IRA. 


Adjust  your  estate  planning 
strategy.  Beginning  in  1998,  increases 
in  the  effective  gift  and  estate  tax  exemption 
amounts  will  allow  for  more  of  your  assets  to  pass 
to  your  heirs  tax-free.  Now  is  a  good  time  to  meet 
with  a  Prudential  Securities  Financial  Advisor 
and  your  tax  advisor  to  make  sure  that  you're 
taking  full  advantage  of  the  new  rules. 

^  Find  out  about  new 

IRA  options.  Beginning  in  1998, 
more  Americans  will  be  able  to  make  tax- 
deductible  contributions  to  a  traditional  IRA. 
You  may  be  eligible,  even  if  you  or  your  spouse 
are  active  participants  in  an  employer-sponsored 
retirement  plan.  Meet  with  a  Prudential 
Securities  Financial  Advisor  and 
your  tax  advisor  to  determine 
if  you  can  benefit  from  the 
increased  deductibility  limits. 

Call  Prudential  Securities 
today.  Ask  for  your 
complimentary 
Tax  Planning  Guide, 
and  learn  more  ways 
you  can  capitalize  on 
the  tax  law. 

1-888-615-2300 

ext.  3818       www.prusec.com 

(^  Prudential 

Securities 


©  1 0/97  Prudential  Securities,  1  99  Water  Street,  New  York,  NY  1 0292.  Member  SIPC.  Prudential  Securities  is  a  wholly  owned  subsidiary  of 
The  Prudential  Insurance  Company  of  America.  Prudential  Securities  is  not  a  tax  advisor.  Consult  with  your  personal  tax  advisor  before 
making  tax-related  investments. 
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Antique  American  Frames: 

Identification  and 

Price  Guide 

by  Eli  Wilner  with 
Mervyn  Kaufman 
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This  book  contains  historic 
information  on  period 
frames,  clear  and  extensive 
descriptions  of  specific 
frames,  advice  on  how  to 
spot  a  valuable  frame,  tips 
on  how  to  document  old 
frames,  trade  secrets  on 
cleaning  and  restoration,  as 
well  as  a  guide  to  prices. 
Whether  you  re  looking  to 
expand  your  appreciation 
of  fine  American  frames  or 
are  searching  for  discarded 
treasures  in  attics  and  flea 
markets,  this  book  contains  a 
wealth  of  useful  information. 


Softcover.  228  pages 
over  100  photographs  with  an  8-page 
color  insert  published  by  Avon  Books 

Please  send  a  check  for  $18  to: 

Eli  Wilner  &  Company 
Period  Frames  and  Mirrors 

1525  York  Avenue 
New  York.  NY  10028 

212.744.6521    Fax  212.628.0264 
E-mail:  Eli.Wilner@worldnet.att.net 
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been  happy  to  unload  it  for  a  song  on  being  unnecessarily  exposed  to 
New  York-based  leverage  buyout  firm  germs.  C^iildtimc  requires  all  employ- 
KD  Equities.  The  firm  recruited  Lewis  ees  who  work  w  ith  infants  to  wear 
from  U.S.  Travel  Systems,  where  he  disposable  hospitable  booties  over 
was  chief  operating  officer.  Lewis  their  shoes.  Just  a  gimmick — but  the 
liked  the  challenge:  Here  was  a  grow-  parents  are  impressed.  Borrowing 
ing  industi-y.  Why  couldn't  a  well-run  ideas  from  his  travel-business  days, 
chain  make  good  money?'  As  an  Lewis  began  holding  sales  contests, 
incentive,  the  ne\\'  buyers  offered  him  Directors  wddi  die  highest  enrollment 
3%  of  the  equit)'.  win  cash  prizes  and  trips  to  Disney- 

Americans — mostly  working  cou-  land.  Bring  in  a  new  customer  and  get 
pies  or  single  parents — spend  as  much  a  bonus.  A  Childdme  supervisor  who 
as  $40  billion  a  year  on  child  care.  The      hustles  can  add  as  much  as  S7,000  a 

year  to  the  topical  salary  of  $20,000. 
Center  directors  quickly  become 
business  szw)\  "It's  the 
only  business  where  you 
see  the  customer  twice  a 
day,"  says  Farmington 
Hills,  iVIich.- based  director 
Kathleen  Turnquist,  echo- 
ing a  company  marketing 
mantra.  When  parents 
come  for  a  tour,  she  goes 
into  marketing  mode — 


market  is  huge:  Two-thirds  of  work- 
ing couples  have  children  under  the 
age  of  6^up  fi"om  39%  in 

1975.   No  shortage   of  tcwijen  Mom 

potential  customers.  "'"^"  ^^^*'™ 

Most   of  the   money  asks  Johllliy 

goes  to  small  operators:  ^YlqX  he  did 

The  five  largest  national  --    ,        -    ,-- 

chains,  including  Child-    ^U  day,  hc'U  Say, 

time,  get  only  5%  of  it.     'Nothing,'  " 

Wliy,  in  an  age  of  consol- 
idation, was  this  business 
so  fi'agmented.''  That  was  the  question     highlighting  Childtime's  computers, 


Le\vis  asked  himself 

Gerber  had  been  selling  off  its 
non-core  businesses  and  had  lost 
interest  in  its  child-care  division.  By 
1991  enrollment  had  hit  rock 
bottom.  Nineteen  of  the  120  centers 
were  operating  at  around  50%  of 
capacit)';  the  rest  were  barely  break- 
ing even  at  60%  of  capacity'. 

Lewis  spent  some  of  his  backers' 
money  installing  computers  and  sofi:- 
ware  in  most  Childtime  centers.  He 
had  an  educational  consultant  design  a 


theme  days  and  teaching  programs. 

Childtime  isn't  cheap.  Its  usual  fee 
is  $180  a  week  per  child.  But  that  is 
negotiable.  If  a  parent  says  that  the 
center  ciown  the  street  is  charging 
$150,  Childtime  directors  can  make 
counteroffers  at  their  discretion. 

By  the  end  of  1992,  16  of  the  19 
previously  foundering  centers  were 
turning  a  profit.  Le\\is  shut  doA\'n  die 
other  3.  By  1993  tiie  company  made 
a  profit  of  $  1  million  on  sales  of  $44 
million.  Le\\is  has  never  looked  back. 


curriculum  for  each  age  group.  While      Childtime  has  opened  more  than  100 


1-  and  2 -year-olds  learn  how  to  move 
aromid  and  talk,  3 -year-olds  start  learn- 
ing the  alphabet;  4-  and  5 -year-olds 
v/ork  on  computers  and  learn  math. 

As  a  veteran  of  the  travel  business, 
Lewis  knew  about  marketing.  He 
introduced  some  of  it  to  the  new 


new  centers  and  now  operates  232, 
running,  on  average,  at  69%  of  capac- 
ity. For  the  first  time  in  six  years, 
Childtime  is  flush  with  cash — nearly 
$4  million — and  is  almost  debt-free. 
KD  Equities  took  it  public  in  Febru- 
ary  of  last  vear.    The    5,429,000 


business.  He  understood  that  parents,  shares,  35%  in  public  hands,  have  a 

rather  than  kids,  were  the  real  cus-  recent  market  cap  of  $69  million, 

tomers,  so  he  made  sure  that  parents  In  1997,  six  years  after  the  electric 

^\'ere  kept  informed  of  what  Child-  company  threatened  to  turn  out  the 

time  was  doing  with  the  kids.  "Oth-  lights,  Childtime  is  expected  to  earn 

erwise,  when  Mom  asks  Johnny  what  $7  million  pretax — 80  cents  a  share 

he  did  all  day  long,  chances  are  he'll  afiier  taxes— on  estimated  revenues  of 

say,  'Nothing,'  and  Mom  will  blame  $95  million.  Still,  it  has  less  than  2% 

us,"  says  Lewis.  Childtime  gives  par-  of  the  market.  Lewis  figures  there's 

ents  copies  of  its  curriculum  and  potential  for  growth.  How  will  he 

hands  out  twice-yearly  report  cards.  manage  it.^  Remembering  what  hap- 

Marketing  to  parents  also  involved  pened  when  Gerber  expanded  too 

assuring  them  that  junior  was  not  fast,  he  replies,  "Careftilly."            IB 
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Spend  more  on  selling 
less  on  sending. 
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What's  Your  Priority?"<---' 


FC7J 


Why  spend  more  filling  orders  than  you  have  to.  Give  your  business  a  holiday  present.  Switch  to  Priority  Mail"  and  save  today. 


-USPS  ext.  2003     http://www.usps.gov 
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POSTAL  SERVICE 


•priority  Mail  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs.  vs.  2-lb. 
published  rates  for  FedEx  2Day  "  from  $7.25  to  $10.25  and  UPS  2nd  Day  Air  from  $7.25  to  $10.50.  ©1997  U.S.  Postal  Service 


How  an  investor  with  more  money 

than  common  sense  almost  ruined  a  folksy 

business  by  trying  to  take  it  upscale. 

Of  silk  purses 
and  sows'  ears 


By  Luisa  Kroll 

In  search  of  the  perfect  wedding 
dress,  brides-to-be  travel  from  as  far 
away  as  Hong  Kong  and  England  to 
I.  Kleinfeld  &  Sons  in  Bay  Ridge, 
Brooklyn,  N.Y.  The  lure  is  the  selec- 
tion: more  than  1,000  dresses,  rang- 
ing in  price  from  $800  to  $10,000. 
Hedda  Schachter  (nee  Kleinfeld)  and 
her  husband,  Jacob,  started  selling 
wedding  gowns  some  30  years  ago, 
until  their  1992  retirement. 

But  little  did  the  more  recent 
prospective  brides  and  their  eager 
families  know  that  Kleinfeld's  was 
teetering  at  the  brink  of  Chapter  1 1 . 
In  August  Kleinfeld's  stopped  paying 
its  largest  creditors.  In  November 
New  York  City-based  Gordon 
Brothers  Capital,  an  investment  con- 
cern, stepped  in  and  bought  the 
business  at  what  was  apparently  a 
rock-bottom  price. 

Kleinfeld's  illustrates  what  can 
happen  when  someone  tries  to 
expand  a  business  without  really 
understanding  it.  The  Schachters 
lived  and  breathed  their  work,  actu- 
ally living  above  the  store  and  per- 
sonally greeting  customers  and 
inspiring  their  staff.  "Kleinfeld's  suc- 
cess was  primarily  due  to  a  little  old 
lady  working  the  sales  floor  and  run- 
ning the  business,"  says  Peter 
Grimes,  publisher  of  the  bridal 
industry  trade  magazine  Vows. 

By  1992  this  "little  old  lady"  was 
selling  $22  million  to  $23  million 
worth  of  bridal  rags  every  year.  But 
the  Schachters,  both  around  70,  were 
getting  on  and  wanted  to  retire.  In 
December  1990  they  sold  the  busi- 
ness to  Michel  Zelnik,  the  French- 
born  former  chief  executive  of  gar- 
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ment  manufacturer  Bidermann 
Industries  U.S.A.,  a  Chapter 
11  victim.  The  Schachters 
stayed  on  for  a  transition 
period  of  18  months. 

Hardly  were  the  Schachters 
off  on  their  world  travels  to 
Cliina,  Africa  and  South  Amer- 
ica when  the  business  started 
downhill.  Zelnik  wasn't  much 
interested  in  pressing  flesh  and 
chatting  with  customers.  He 
would  leave  that  to  the  hired 
hands.  The  store  shuffled 
through  five  presidents  in  five 
years.  "It  needed  something 
more  than  an  absentee 
owner,"  admits  Zelnik.  Mean- 
while, sales  were  slipping, 
markdowns  increasing  and 
manufacturers  becoming  wary. 

Zelnik  opened  up  new 
departments:  accessories,  shoes 
and  jewelry.  Wanting  to  expand 
Kleinfeld's  beyond  Brooklyn, 
he  leased  bridal  departments  at 
prestigious  Saks  Fifth  Avenue 
stores.  But  you  couldn't  just 
call  a  Saks  department  "Klein- 
feld's." They  chose  the  name 
"The  Wedding  Dress."  Zelnik 
and  Saks  opened  wedding  bou- 
tiques in  Saks'  stores  in  New 
York,  Georgia,  California,  Texas 
and  Florida. 

While  Zelnik  was  getting  tony, 
others  moved  into  Kleinfeld's  mar- 
kets. David's  Bridal,  the  first  big 
chain  to  sell  wedding  gowns  off  the 
rack,  shook  up  the  low  end  of  the 
market,  while  Vera  Wang  applied 
pressure  at  the  high  end.  Not  only 
that  but  the  number  of  marriage -age 


couples  steadily  declined. 

In  October  Saks  took  full  control 
of  the  bridal  boutiques,  and  a  few 
weeks  later  Zelnik  turned  the  Brook- 
lyn store  over  to  Eugene  Kohn,  a 
blunt-speaking  30-year  veteran 
retailer.  Unlike  Zelnik,  he  plans  to 
be  at  the  Brooklyn  store  daily.  "I'm 
going  to  make  sure  that  the  basics 
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are  repeated  over  and  over,"  says 
Kohn.  Expansion?  "I  won't  even  ask 
that  question  for  18  months,"  Kohn 
says,  adding  "I'm  not  so  sure  we  can 
rephcate  this  unique  experience 
elsewhere." 

Moral:  Don't  try  changing  a 
folksy  specialty  store  into  an  upscale 
chain.  flU 
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The  Ultimate  Choice 


for  the  Largest 
Selection  of  Mutual  Funds 


Jack  White  &  Company    . .. 

^,   ,   . ,    ,  ^..^......^    Investments 

Charles  jchwab 


Comparisons  as  of  8/12/97 


I  believe  investors  should  have 
access  to  any  investment  they 
choose.  That's  why  we  have 
created  the  ultimate  selection 
of  mutual  funds. " 

Jack  White,  Pfesident 


Please  call  for  information  about  our  Mutual  Fund  Network  and  NoFee 
Network  diS  well  as  our  comprehensive  scope  of  investor-oriented  services. 

JackVlhiteSc  Company 

www.  jackwhiteco  .com 

1  •  800  •  431  •  3500 

Recognized  as  the  #1  Discount  Broker  in  the  nation  tor  three 
consecutive  years  (1994,1995, 1996)  by  SmartMoney, 
The  Wall  Street  Journal  Magazine  of  Personal  Business 

9191  Towne  Centre  Drive,  Second  Floor  •  San  Diego,  California  92122 
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SIPC 

One  of  The  Nations  First  Discount  Brokers  With 
Continuous  Management  Since  1 973 

Why  is  it  wrong  to  point  out  that  Asians 
do  exceptionally  well  in  our  society? 

In  defense  of 
stereotypes 

By  Dan  Seligman 

Why,  as  if  one  didn't  know,  are  the  media 
aead  set  against  stereotypes? 

^AT^T^^  '^^  ^"""^'^  '"'^  ^o  denounce  them> 
Why  the  cackles  of  glee  when  generalizations 
reflecting  the  people's  collective  wisdom  are 
challenged  by  the  National  Basketball  Associa- 
tion, now  winning  sports-page  plaudits  for  decid- 
ing that  female  referees  are  what  die  country  needs> 

Aiid,  by  the  way,  did  we  really  need  all  that  coverage 
ot  Donna  Lopiano,  executive  director  of  the  Women's 
Sports  Foundation,  when  she  saluted  the  nba  and  pro- 

breaking  down  cultural  stereotypes."  What  did  you  expect 
Donna  to  say>  That  maybe  we've  gone  too  far  tWs  tSfe" 
The  year  has  eight  weeks  to  run  as  one  taps  in  these 

18,000  articles  in  1997  mentioning  "stereotype."  Based 
on  our  sample  of  easily  more  than  50  of  the  anicles  we 
would  say  that  the  mendoners  are  invariably  skeptical  oJ 
the  stereotype's  underlying  validity  ^ 

So  we  are  asked  to  disbeUeve  diat  converts  to  paganism 
and  witchcraft  are  weird.  ("Worshippers  complamThlt 
stereotypes  die  hard."-Cto^.  Tnhune.)  That  teenagers 
act  impulsively.  That  Latin  men  are  "sexist."  That  the 
homeless  are  dirty  and  smelly  That  youdihil  welfe  moth- 
ers are  not  too  bright.  That  Asian-Americans  are  a  "model 
minority.  i^^juci 

The  final  entry  on  tiiat  Hst  seems  weirder  dian  die  witches 
and  cnes  out  for  analysis.  Much  of  die  back  talk  to  stereotypes 
can  be  explained  as  efforts  to  overturn  negative  judges 
about  some  groups.  But  why  so  much  eagerness  to  ovf rmm  a 
positive  judgment-and  why  are  so  many  Asian-Americans 
going  along  ^vldl  diis  strange  game>  ^^ericans 

Why  resist  the  avalanche  of  good  news,  which  begins  with 
data  showH^g  them  h    m    ^^^^  ^^^^^^^^,  ^^^^^^  g^  wi^h 

$43,000,  some  15%  higher  than  the  figure  for  whites>  Asian 
^ericans  are  65o/o  more  likely  than  whites  to  have  earn  da 
bachelor  s  degree.  According  to  die  Journal  ofAppHed  Behav 
toralSaence^  30%  of  die  finalists  m  this  year'!  \^stinghouse 
Science  Talent  Search  were  Asian -American-a  group  thTt 

itth^Tnot^e.^"  ^'^^^^  ^^-^^-'^  P^^"^^^--  ™^  -- 

"A  very  big  step" 

Undoing  another  stereotype,  mercifully  or  otherwise. 
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THERE    ARE    OVER    100    STYLES    AND    FINISHES    OF    WATERMAN    WRITING    INSTRUMENTS    TO    CHO( 
EACH    WITH    A    LIFETIME    GUARANTEE.    ONE    OF    WHICH    IS    CERTAIN    TO    SUIT    YOUR    OWN    EXTRAORDl 

AVAILABLE  AT  THINGS   REMEMBERED   1-800-274-7367, 


Upholding  the  egalitarian  dogma- 
Next  up:  women's  boxing? 


-that  deep  down  inside,  we  are  all  the  same 


Furthermore,  the  arguments  meant 
to  rebut  the  model -minority  stereo- 
t)pe  are  insistently  dopey.  They 
depend  on  a  pretense  that  somebody 
is  saving  «// Asian -Americans  are  high 
achievers,  and  they  consist  over- 
whelmingly of  efforts  to  show  this  is 
not  the  case.  Assorted  examples  of 
weak  academics  and  subpar  economic 
performance  by  Asians  were  brought 
together  in  an  antistereotype — and 
therefore  politically  correct — study 
published  in  March  by  the  Education- 
al Testing  Service.  As  author  Heather 
Kim  told  the  Filipino  Express:  "Con- 
trary to  the  stereotype,  many  Asian- 
Americans  are  undereducated  and 
have  low  socioeconomic  status." 

What  a  relief  And  what  an  amaz- 
ing country  this  is.  Possibly  the  only 
one  in  the  Western  World  wherein  it 
is  considered  high-minded  to  empha- 
size the  negatives  about  an  ethnic 
minority. 

So  why  are  all  those  high-minded 
Americans  doing  it?  Because  all  ste- 
reot}'pes,  and  the  model-minority 
proposition  in  particular,  are  implic- 
itly rebuking  the  egalitarian  dogma. 
The  dogma  holds  that  deep  down 
inside,  we  are  all  the  same  and,  but 
for  life's  unfairness,  we  would  all  do 
equally  well. 


The  message  of  stereot)'pes  is  that 
some  of  us  are  prett)'  damn  different. 

This  brings  us  to  a  startling  formu- 
lation about  stereotypes  in  a  publica- 
tion whose  stories  can't  be  accessed 


This  is  possibly  the  only 
country  in  the  Western 
World  wherein  it  is 
considered  high-minded 
to  emphasize  the  negatives 
about  an  ethnic  minority. 


through  the  Nexis  database:  the  Wall 
Street  Journal. 

Writing  on  its  editorial  page  the 
other  day,  Harvey  Mansfield,  profes- 
sor of  government  at  Harvard,  was 
complaining  about  "the  feminization 
of  society,"  as  manifested  in  numer- 
ous situations  wherein  women  are 
moving  into  realms  once  reserved  for 
men  and,  in  the  process,  driving 
"manliness"  out  of  American  life. 
Toward  the  end  of  the  article,  Mans- 
field considers  the  all-too-likely  pros- 
pect that  many  readers  will  regard 
him  as  a  fogy  trying  to  get  by  on 
stereotypes.  His  retort  to  those  read- 


ers: "There  is  more  truth  in  stereo- 
types than  in  ideologically  driven 
'studies,'  and  .  .  .  our  age  needs  to 
reduce  the  reputation  of  social  sci- 
ence and  restore  that  of  common 
sense." 

Astounding,  eh.^  A  kind  word  for 
stereot)pes.  And  yet  the  view  in  this 
corner  is  that  Mansfield  could  have 
made  an  even  stronger  statement. 
What  he  could  have  said  is  that  some 
studies  are  nonsense  and  some  are 
worthwhile — but  all  stereotypes 
impart  essential  truths. 

Based  on  repeated  sightings  by 
large  numbers  of  people  exchanging 
and  confirming  their  impressions 
over  time,  stereot)'pes  are  no  more 
than  a  mass  exercise  in  inductive  rea- 
soning. Why  would  you  expect  the 
outcome  of  any  such  process  to  be 
falsit}^? 

Stereot}'pes  are,  in  the  words  of 
another  professor,  sociologist  Steven 
Goldberg  of  New  York's  City  Col- 
lege, "statistical  approximations." 
Warmly  recommended  is  a  book 
Steve  wrote  six  years  ago.  Titled 
When  Wish  Replaces  Thou£[ht:  Why  So 
Much  of  What  Tou  Believe  Is  False.,  the 
book  contains  a  chapter  on  stereo- 
types in  which  its  commonsensical 
author  states  firmly:  "I  predict  that 
each  stereotype  tested  will  be  found 
to  be  empirically  true." 

But,  of  course,  nothing  is  going  to 
change.  Nothing  that  Steve  or 
Harvey  or  I  write  is  going  to  get 
Donna  off  her  kick — Donna  Lopi- 
ano,  that  is,  the  aforementioned  offi- 
cial of  the  Women's  Sports  Founda- 
tion. She  and  her  sisters,  and 
numerous  fellow-traveling  brothers, 
have  won  big  in  basketball  and  will 
doubtiess  go  on  to  larger  triumphs  in 
other  sporting  events.  Like,  say, 
women's  boxing. 

Her  fix  on  the  genderism/pugilism 
nexus  was  adumbrated  in  July  in  an 
article  in  the  St.  Petersbur£i  Times.  It 
quoted  her  as  theorizing  that  watch- 
ing temmes  trade  punches,  the  masses 
will  start  out  saying,  "My  God,  she 
has  blood  on  her  face,"  but  then 
learn  to  relax  at  this  spectacle.  "As 
soon  as  you  see  a  lot  of  women  doing 
it,  you're  not  going  to  think  twice 
about  it." 

And,  merciftilly  or  otherwise,  an- 
other stereot)pe  will  be  undone.    ^ 
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^^  Leisure 

"Ahhhhhh."   That's  the  sound  you'll  hear  from  someone  sitting  on  the  front 
porch  of  his  lakefront  camp  as  he  gazes  out  over  the  clearing  mist  of  yet 
another  fine  bass  fishing  day   "Ahhhhhh."   That's  the  sound  of  a  successfrd 
marathon  runner  trotting  through  the  finish  of  the  26th  mile,  fiiends  and 
family  cheering  from  the  sidelines.   "Ahhhhhh."  That's  also  the  sound  you'll 
hear  from  people  who  have  successfrilly  planned  for  their  retirement. 


Re-tire:  v.  -tired,  -tiring,  -tires.  — 
intr.  1 .  To  go  away;  depart,  as  for  rest, 
seclusion,  or  shelter.  2.  To  go  to  bed. 
3.  To  withdraw  from  business  or  public 
life  so  as  to  live  at  leisure  on  one's 
income,  savings  or  pension.  4.  To  fall 
back;  retreat. 

To  most  people,  the  idea  of  retirement 
still  falls  under  the  third  definition  fi-om 
the  American  Heritage  Dictionary:  "to  live 
at  leisure  on  one's  income,  savings  or 
pension."  That  concept  of  retirement 
hasn't  changed  in  the  minds  of  most 
people  planning  for  retirement.  What 
has  changed  is  the  "withdrawing"  concept. 
Americans  are  living  longer  and  healthier 
lives.  Our  future  will  hold  a  much  more 
active  retirement  than  that  of  our  parents. 
We  may  be  growing  older,  but  we  are 
growing  yoimger  in  our  attimde,  lifestyle 
and  expectations  for  the  fumre. 

In  the  largest  demographic  wave  in 
American  history,  77  million  baby 
boomers  are  heading  for  retirement. 
Our  approach  to  this  different  and  often 
more  rewarding  stage  of  life  requires 
planning  and  creativity.  Are  we  spend- 
ing enough  time  on  our  personal 
retirement  strategies? 

"The  average  person  spends  only  a 
couple  of  hours  a  year  doing  financial 
planning,"  says  Kendall  Kay,  assistant 
vice  president  of  communications  for 
savings  and  retirement  services  at 
Manulife  Financial.   "One  of  the  first 
questions  I  ask  people  is,  'How  much 
time  do  you  spend  planning  for  your 
vacation?'  Most  people  spend  at  least  a 
few  days  planning  a  long  trip.   I  ask 
them,  'Isn't  retirement  sort  of  like  an 
extended  vacation?  Isn't  it  worth 
spending  more  time  planning  this 
vacation?'  It  puts  retirement  planning 
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ITMENT 


is  being  steadfast  in  one's  beliefs  in  a  sea  of  doubt  and  hesitation. 


COMMITMENT  is  the  inevitable  consequence  of  an  unerring  belief  in  discipline. 


COMMITMENT  is  the  attitude  that  just  getting  your  feet  wet  just  isn't  good  enoug 


THE  COMPANY  YOU  KEEP 

LIFE  INSURANCE      ANNUITIES      NYLCARE  HEALTH  PLANS*       MUTUAL  FUNDS**      401{K)  PLANS 


It's  aiso  the  reason  New  York  Life  is  c  leading  401  (k)  pion  provicier.  And  when  you  consider  tfiot  New  York  life  ond  its  subsidiories  hove  one  of  the  fostesf 
growing  mutual  fund  fomilies,  market  leadership  in  tiie  stable  value  investment  areo,  over  $35  billion  in  lerirement  assets  under  monagement,  and  felotion- 
ships  with  over  hoif  the  Fortune  100  companies,  it's  eosy  to  see  just  how  committed  we  ore.    ■ 

COMMITMENT  is  what  built  this  company. 


COMMITMENT  is  what  makes  us  THE  COMPANY  YOU  KEEP 


L  www.newyorkUfe.com 
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into  a  different  perspective  for  the 
people  I'm  working  with." 

Smart  investors,  of  course,  spend 
much  more  than  two  hours  a  year  on 
retirement  planning.  They  realize  the 
decisions  they  make  today  will  greatly 
affect  how  they  live  out  their  golden 
years.  Your  retirement  plans  may 
include  buying  a  camp  on  Saranac  Lakes 
where  you  can  while  away  the  hours 
fishing  for  bass  or  training  for  the  local 
marathon.  "Whatever  your  dreams  for 
the  future,  to  make  them  a  reality 
requires  careful  planning  now. 

Paradism  Shifti 

The  prevailing  image  for  retirement 
has  long  been  a  three-legged  stool  made 
up  of  Social  Security,  a  pension  plan 
and  an  individual's  savings  accounts. 
As  the  legs  represented  by  Social 
Security  and  conventional  pension 
plans  have  grown  shorter  over  the  years, 
that  stool  has  grown  increasingly 
wobbly.  As  baby  boomers  get  closer  to 
retirement  age,  government  is  moving 
away  from  the  financial  commitments 
provided  for  the  previous  generation. 
At  the  same  time,  there  has  been  a 
growing  shift  away  from  conventional 
pension  plans  to  defined  contribution 
plans  like  401(k)s. 

As  the  other  legs  shrink,  the  leg  that 
represents  personal  savings  has  grown 
longer.   Sit  on  that  retirement  stool 
now,  and  you  might  risk  crashing  over. 
"The  media  has  paid  much  attention  to 
the  growing  concern  about  Social 
Security,"  says  Thomas  L.  West,  Jr., 
president  and  CEO  of  VALIC, 
American  General's  retirement  services 
company.   "Many  Americans  are  won- 
dering, 'Do  I  have  enough  money  saved 


for  retirement?'  as  they  see  that  more 
and  more  people  are  living  longer  into 
their  retirement  years." 

For  certain  individuals,  says  VALIC's 
West,  procrastination  is  still  an  issue. 
Often  people  are  so  focused  on  their 
current  dream.s  that  they  don't  plan  for 
the  fiiture.   "Some  people  are  so  busy 
acquiring  and  building  wealth  that  they 
never  get  around  to  doing  the  right 
thing  for  their  retirement,"  he  says. 

"Many  financially  savvy  folks  often 
don't  apply  their  knowledge  to 
themselves,"  West  adds.   "But  if  you  are 
accustomed  to  living  on  $500,000  or 
S 1  million  a  year,  you  don't  want  to 
have  to  adjust  to  a  lower  level  once  you 
retire.  You  want  to  maintain  your 
current  lifestyle,  and  you  also  want  to 
make  certain  that  you  can  transfer  your 
interests  to  your  heirs,  or  a  foundation 
or  charity,  if  you  so  choose.  That  won't 
just  happen.  You  have  to  plan." 


and  buy  a  pied-a-terre  in  New  York  Ci 
to  do  more  volunteer  work.   How  do 
you  finance  this  dream?  Experts  have 
long  suggested  a  goal  of  between  70% 
and  80%  of  your  pre-retirement 
income,  adjusted  for  inflation,  to  retire 
on.  This  figure  assumes  you've  paid 
for  your  house  and  plan  to  live  more 
frugally.   In  that  case,  of  course,  you 
may  need  only  70%  to  80%  of  your 
pre-retirement  income,  especially  if  yoi 
choose  to  live  a  simpler  lifestyle. 

But  if  you're  not  planning  to  change 
much  about  the  way  you  live,  or  if 
you're  planning  to  sail  aroimd  the  work 
in  your  yacht,  then  you  will  probably 
need  more.  Circiunstances  can  vary  for 
each  individual.  The  reality  is  that  you 
need  to  closely  examine  what  you  expec 
the  cost  of  yoLU"  retirement  lifestyle  to  b 
in  order  to  know  how  much  income 
you  need  to  generate.  If  you  want  to 
retire  earlier,  it  will  cost  even  more. 


Are  we  spending  enough  time  on  our  personal  retirement 
strategies?  Whatever  your  dreams  for  the  futurey  to  make  then 
a  reality  requires  careful  planning  now. 


West  beheves  financial  advice  is  often 
fortuitous  at  this  point.   "Retirement 
planning  breaks  down  into  three  parts 
—  accumulation,  distribution  and 
estate  planning.   Having  a  personal 
financial  adviser  can  help  you  come  up 
with  a  plan,  maintain  that  plan  and 
motivate  you  to  take  action  when  nec- 
essary," he  says. 

How  fAuch  Wxii  It  Cost? 

Your  idea  of  a  wonderful  retirement 
may  be  to  sell  the  house  in  Greenwich 


"I  was  at  a  Yankees  game  recendy," 
says  Jerry  Golden,  president  of  the 
Equitable  Life  Assurance  Society's  ■ 

Income  Management  Group,  "and  I 
overheard  the  guy  behind  me  saying,  'It 
looks  like  I'm  not  going  to  be  able  to 
retire  at  50,  like  I  planned.  It  looks  more 
like  55  to  me.'  Obviously,  this  man  had 
some  personal  threshold  in  mind, 
whether  it  was  $1  million,  $5  million  or 
$10  million,  that  he  had  hoped  to  save. 
He  realized  that  he  was  going  to  have  to 
extend  the  years  in  which  he  built  his 
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Products  and  services  provided  by  Connecticut  General  Life  insurance  Company  CIGNA  Investments.  Inc..  and  oltier  operating  sutKidiaries  of  CIGNA  Corporation. 
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Read  any  good  investment  strategies  lately?  The  choices  can  be  daunting,  especially  when 

you're  making  them  for  your  employees.  Unless,  of  course,  you  know  someone  who 

can  help.  Someone  who  offers  a  comprehensive  array  of  top  rated  investments  for  your  company's 

401  (k)  plan.  Someone  who  actively  monitors  those  selections.  And  someone  who  just  happens 

to  be  ranked  #1  in  client  service.*  That  someone  is  CIGNA.  For  details,  | 

A  call  1.800.997.6633.  You'll  find  it  a  very  rewarding  exercise.  I 
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Cigna  Retirement  & 
Investment  Services 

,1  Business  ofi'iirin^^. 
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retirement  nest  egg  before  he  could  start 
living  off  his  income." 

Clearly,  individual  investors  first  need  a 
way  to  determine  just  how  much  will  be 
required.  For  a  rough  estimate,  consider 
details  like  your  current  cost  of  living, 
the  rate  of  inflation,  your  tax  bracket  at 
retirement,  how  many  years  you'll  be 
earning  income  to  invest  for  retirement 
and  how  long  you  think  you'll  live 
(healthy  baby  boomers  are  living  longer 
than  any  previous  generation). 

The  70%  to  80%  figure  leaves  several 
factors  out  of  the  equation.  You  will 
want  to  include  in  your  retirement  esti- 
mate any  real  estate  mortgages  you 
think  you  may  have,  especially  if  you 
plan  to  buy  a  second  home.  (If  you 
want  to  live  in  a  popular  region,  experts 
advise  purchasing  now,  before  the  baby 
boomers  snatch  up  all  the  available 
properties  and  drive  prices  sky-high.) 

Another  factor  is  health  insurance 
(don't  count  on  Medicare).  If  you  plan 
to  retire  early,  you'll  be  footing  your 
own  insurance  bill,  which  could  cost 
$500  a  month  or  more.  You  may  want 
to  consider  the  cost  of  long-term  care 
insurance,  as  well.   One  expert  called 
long-term  health  care  planning  "scarier 
than  a  Freddie  Krueger  movie,"  but 
even  Freddie  Krueger  in  his  more  ratio- 
nal moments  would  agree  that  it  makes 
sense  for  some. 

Experts  are  startirig  to  recommend 
that  you  buy  a  long-term  care  policy  as 
early  as  ^e  55,  because  the  younger  you 
are  when  you  purchase  a  policy  (which 


can  cover  your  expenses  not  only  for  a 
nursing  home  but  also  for  Alzheimer's 
centers,  home  health  care,  assisted  living, 
adult  day  care,  hospice  care  and  more), 
the  less  you'll  pay  for  the  premium. 
Again,  it  helps  to  peer  into  the  crystal 
ball,  assess  your  parents'  health  and 
longevity,  use  actuarial  tables  and  com- 
pute the  cost  of  health  care  in  the  area 
where  you'll  be  living  to  decide  whether 
you  think  you'll  need  the  coverage. 

What'6  Ccmins  to  ycu 

You  can  receive  an  estimate  of  your 
Social  Security  benefits  by  calling  1  - 
800-772-1213  to  request  a  Personal 
Earnings  and  Benefit  Statement.  When 
you  get  it,  make  sure  you  check  for  mis- 
takes.  It's  easier  for  the  Social  Security 
Administration  to  correct  mistakes 
sooner  than  later.   If  you  have  a  pen- 
sion, estimate  your  pension  benefits  and 
what  you  will  receive  at  retirement,  and 
determine  whether  your  pension  will  be 
indexed  to  rise  with  inflation. 

Check  on  the  current  values  of  your 
IRAs,  as  well  as  employer-sponsored 
defined  contribution  plans  such  as  profit 
sharing,  401(k)s  and  403(b)s  and  any 
Keogh  plans  or  SEP-IRAs  you  may 
have.   Consider  your  personal 
savings  accounts  and,  finally, 
consider  any  other  sources  of 
income  you  may  have,  such  as 
rent  from  income  properties, 
royalties  or  income  from  a 
consulting  job  that  may 
continue  into  the  future. 


The  Tax  ycu  Pay 

You  also  need  to  factor  in  the  rate 
of  tax  you  expect  to  pay.  At  least 
part  of  your  Social  Security  benefits 
will  be  tax-free,  and  you  won't  be 
expected  to  pay  taxes  again  on  money 
that's  already  been  taxed.    Don't 
assume  you'll  be  knocked  down  to 
a  lower  tax  bracket,  though.    Some 
of  you  may  even  be  bumped  up 
into  a  higher  bracket  as  a  result  of 
taxes  that  will  be  due  on  withdrawals 
from  your  401(k)  and  other 
tax-deferred  accounts. 

The  Taxpayer's  Relief  Act  of  1997, 
however,  may  help.    From  1986  to 
1997,  the  government  penalized  those 
who  were  too  successful  in  accu- 
mulating assets.    For  high-net-worth 
individuals  with  large  tax-advantaged 
savings  plans,  this  "success"  tax  penal- 
ty imposed  an  additional  15%  tax  on 
top  of  the  highest  rate  of  taxation  for 
excess  retirement  distributions,  along 
with  a  15%  income  tax  penalty  on 


Experts  have  long  suggested  a  goal  of  between  70%     ^ 
and  80%  of  your  pre-retirement  incomey  adjusted  for 

inflationy  to  retire  on. 
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Schwab^s  advice  to  investors 


If  You  Don't  Have 

A  Strategy  For  Retirement, 

Consider  This  A  W\ke-up  Call. 


Investing  for  retirement  is  the 
most  important  investing  you  may 
ever  do.  How  do  you  go  about  it? 

We  at  Charles  Schwab  believe 
the  best  way  is  to  develop  a 
well-conceived  investment 
strategy    that    takes    into 
account  your  time  horizon, 
investment  objectives  and 
tolerance  for  risk. 

If  you're 
years  away 
from  retire- 
ment, you  may  want  to  invest 
in  equities.  No  other  form  of 
investment  has  matched  their  per- 
formance over  the  past  70  years*. 

If  you're  closer  to  your  retire- 
ment, you  may  want  to  pursue 
a  more  conservative  strategy. 
Bonds  and  bond  funds  typically 
deliver  consistent  income  with- 
out the  volatility  that  often 
characterizes  equities. 


1/  you  aren't  paying  attention  to  your 

retirement  accounts  now,  it  could  all 

seem  like  a  bad  dream  later  on. 


(No  one  can  guarantee  that 
by  actively  managing  your 
retirement  investments,  you're 
going  to  produce  great  results.) 

Our  commitment 
to  your  retirement. 

Charles  Schwab  offers  a  host 
of  retirement  options,  including 
401(k)  services  and  a  variety  of 


small    company    retire- 
ment plans.  If  you  don't 
want  to 
manage 
your 
invest- 
ments 

yourself  ^^orJing  to  OarUs  R.  Sthwab, 

t        J  '  aiofting  a  prmltuthr  stmlegy  is  tbe 

best  vtoy  to  manage  your  imestments. 

we  can 
even    connect    you    with 
professional    investment 
managers  through  Schwab 
AdvisorSource?* 

Bottom  line?  If  you  want 
to  be  better  prepared  for 
retirement,  it's  time  to  wake  up 
to  the  possibilities. 


A  V\LUABLE  Guide 

To  Retirement 

In\^esting: 

Yours  Free. 


For  a  free  copy  of 

Schwab's  Personal  Guide  to  Retirement 

Planning,  call  our  toll-free  number: 

1-800-540-6713 


Past  performance  is  no  guarantee  of  future  results.  'Source:  Slocks,  Bonds,  Bills  and  InjUlicn,  1995  Jiarfiooil:™  Ibbotson  Associates,  Chicago. 

©1997  Charles  Schwab  &  Co.,  Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  (9/97) 
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Charles  Schwab 


The  Way  It  Should  Be. 
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AND  ACHIEVE  UNPRECEDENTED  SUCCE 


I 


ROUGH  NONTRADITIONAL  MEANS? 


A  REDEFINE  AN  INDUSTRY,  MAKE 
PERFORMANCE  A  RELIGION,  AND 

ACHIEVE  UNPRECEDENTED  SUCCESS 
THROUGH  NONTRADITIONAL  MEANS. 

The  insurance  industry  is  changing.  Many  of  our  ideas  that  sounded  pretty  radical  in  the  early  ^80s  have  now  been 
adopted  by  others  in  the  business.  Revolutionary  ideas,  like  creating  consumer-driven  products  that  also  work  for 
the  agent,  have  made  us  an  industry  leader.  Growth  has  become  as  important  as  protection.  Being  accountable  in 
this  new  environment  requires  an  innovative  approach.  By  leading  this  revolution,  we  have  achieved  unprecedented 
Wall  Street  success.  And  we  continue  to  lead  with  the  full  range  of  financial  products  Americans  want  most-annuities, 
supplemental  health  insurance,  life  insurance,  and  mutual  funds,  performance  is  what  matters 
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excess  retirement  plan  accumulations 
in  an  estate. 

Congress  suspended  the  "success" 
tax  for  1997,  1998  and  1999.   Last 
year,  financial  advisers  encouraged 
retirees  with  combined  pension  and 
obligatory  IRA  withdrawals  exceeding 
$155,000  to  revisit  their  assumptions 
about  how  they  were  planning  to 
distribute  their  assets  in  tax-deferred 


how  much  a  person  contributes,  it's 
how  soon  you  start,"  says  Abe  Askil, 
CFP,  vice  president  and  branch  man- 
ager of  Charles  Schwab  Co.   "As  a  rule 
of  thumb,  for  every  five  years  you  wait, 
you  may  need  to  double  your  monthly 
investment  amount  to  achieve  the  same 
retirement  income.  This  shows  how 
effective  the  power  of  compounding 
really  is." 


Experts  recommend  that  you  buy  a  long-term  care  policy  as 
early  as  age  55,  because  the  younger  you  are  when  you  pur- 
chase a  policy y  the  less  youll  pay  for  the  premium. 


plans.  The  Taxpayer's  Relief  Act  of 
1997,  however,  permanently  repeals 
the  "success"  tax  of  these  penalties. 

"The  repeal  of  the  excise  tax  is  a 
huge  benefit  for  individuals  with 
substantial  assets  accumulated  in 
retirement  plans,"  says  Alexandra 
Mancini,  principal  of  the  Vanguard 
Group.   "Those  who  had  planned  to 
take  distributions  during  the  three 
years  the  penalty  was  suspended  by 
Congress  should  reexamine  this 
strategy.  They  may  want  to  rethink 
whether  this  is  the  most  advantageous 
time  to  take  their  distributions.  This 
may  not  be  the  right  time." 

Once  you've  come  up  with  a  rough 
estimate  of  what  you  think  your  needs 
will  be,  remember  to  factor  in  a  4% 
inflation  rate  per  year  for  the  years  until 
you  need  to  retire.   Compiling  this 
information  allows  you  to  determine  the 
gap  between  what  you  have  and  what 
you  think  you'll  require.  You'll  know 
what  you  need  to  start  socking  away  to 
make  up  the  difference. 

"The  key  to  retirement  is  not  just 


Setting  GoaU 

"You  need  to  understand  yourself  as- 
an  investor,"  continues  Schwab's  Askil. 
"Once  you've  determined  your  time 
frame,  objectives  and  attitude  toward 
risk,  you  can  choose  the  kinds  of  invest- 
ments you're  comfortable  with,  ones 
that  are  appropriate  for  your  long-term 
goals.   Patience  and  diversification  are 
key  to  any  strategy." 

Experts  all  agree  that  it  is  extremely 
important  to  define  specific  goals  for 
your  mvestments.   Saving  for  a  home  or 
a  child's  education  is  not  the  same  as  sav- 
ing for  retirement.  The  important  thing 
to  remember  when  evaluating  invest- 
ments is  not  the  age  of  the  investor,  but 
the  time  frame  of  the  goal.   "Don't  stop 
investing  once  retirement  finally  arrives," 
says  Schwab's  Askil.   "You  have  to  make 
your  money  work  for  you  throughout 
your  retirement  years  too." 

txploringycur  Retirement 
Saving*  Oppcrtunitiei:  IRAi 

While  the  Taxpayer's  Relief  Act  of 
1 997  liberalizes  many  of  the  rules 


regarding  IRAs,  the  IRS  needs  to  clear 
up  many  uncertainties  before  investors 
can  make  intelligent  decisions  about 
their  IRA  investments.   Since  the  tax 
laws  don't  take  effect  until  1998,  you 
have  some  time  to  meet  with  your  tax 
adviser  and  plan  the  best  strategies. 

"Clearly,  I  think  the  tax  law  changes 
are  a  hot  topic,"  says  Vanguard's 
Mancini.  "For  obvious  reasons  we  have 
to  be  ready  in  January.  The  biggest 
challenge  is  relating  all  of  these  complex 
changes  to  our  clients." 

Changes  to  the  conventional  IRA 
rules  mean  that  more  people  can  take 
deductions.   Currently,  only  those  joint 
return  filers  with  adjusted  growth 
incomes  (AGI)  totaling  under  $40,000 
who  are  also  company  retirement  plan 
participants  can  take  the  $2,000  IRA 
deduction.  That  AGI  ceiling  expands  to 
$50,000  in  1998  and  will  gradually 
adjust  to  $80,000  by  2007.   Similarly, 
expect  the  government  to  bump  up 
single  filers  whose  limit  is  now  $25,000 
to  $50,000  by  2007.  If  only  one  spouse 
is  covered  by  an  employer's  plan,  the 
other  spouse  will  get  a  full  IRA 
deduction  as  long  as  the  joint  filers' 
AGI  is  below  $150,000. 

Among  the  new  rules,  the  govern- 
ment will  allow  penalty-free  IRA 
withdrawals  of  any  amount  for  qualified 
higher-education  expenses,  as  well  as  a 
penalty-free  withdrawal  of  up  to 
$10,000  for  first-time  home  purchases 

The  New  Roth  IRA 

"The  more  you  look  at  the  Roth  IRA, 
the  more  attractive  it  appears,"  says  Dan 
Phillips,  vice  president  of  retirement 
product  marketing  for  GT  Global. 
"There  has  been  a  time-honored 
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Before  you  invest, 
measure  our  success. 


When  choosing  investments  to  fund  a  company's 
retirement  plan,  make  sure  the  choices  measure  up. 
It  pays  to  look  beyond  big  name  funds  to  the  retirement 
accounts  of  The  Principal?  And  for  good  reason. 

Based  on  overall  performance  for  the  last  three 
^ears,  our  retirement  accounts  outperformed  mutual 
funds  with  the  most  401(k)  and  defined  contribution 
plan  assets  in  eight  major  categories.*  This  is  the 
result  of  disciplined,  long-term  strategies  and  some 
of  the  lowest  expenses  in  the  industry. 

You  get  fully  integrated  retirement      aUo 
plan  services,  plus  a  satisfaction  guarantee. 
All  this  from  a  company  committed  to 
fulfilling  customers'  needs  for  118  years. 


The  Principal  outperforms 

V 

BIG  NAME  MONEY  MANAGERS 

3-Year 

Vverage  annual  return  after  investment  expenses  1994-1996 

3-Year 

Cateqorv 

Mutual  Fund 

Net  Return' 

PnnciDal  Retirement  Account 

Net  Return' 

Growth 

Fidelity  Magellan 

14.48% 

Medium  Company  Blend 

18.69% 

Growth  &  Income 

Vanguard  Windsor 

17.98 

U.S.  Slock 

18.33 

Equity-Income 

Fidelity  Equity-Income 

16.94 

Medium  Company  Value 

18.26 

Small  Company 

Janus  Venture 

12.93 

Small  Company  Blend 

16.33 

Foreign  Stock 

Templeton  Foreign 

9,60 

International  Stock 

11.59 

Corporate  Bond 

Fidelity  Intermed,  Bond 

4.64 

Bond  &  Mortgage 

6.43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae 

6.22 

Government  Securities 

538 

Balanced 

Fidelity  Puritan 

1249 

Stock  Emphasis  Balanced 

12.39 

AVERAGE 

11.91% 

13.43% 

No  wonder  more  employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
a  call  at  1-800-255-6613.  Or  contact  us  at 
www.principal.com  on  the  Internet. 


Financial 
Group 


401(k)  and  Pension  •  HMO/PPO  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©1997  Principal  Mutual  Lite  Insurance  Company,  Des  Moines,  lA  50392.  'Pensions  &  Investments.  Febaiary  7, 1994,  "Mutual  Funds  With  The  Most  Defined  Contribution  Assets." 

'CFG  magazine,  ApnI/May  1997,  Senior  Financial  Executive  Ranking.    The  Principal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. 

Products  and  services  offered  through  Piincipal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidianes.  Health  care  products  not  available  in  all  states. 
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nondeductible,  but  withdrawals  are 
tax-free  if  you  meet  certain 

requirements.   Single  filers  with 
an  AGI  of  $95,000  and  joint 
filers  with  an  AGI  of 
$150,000  can  contribute 
the  maximum  of  $2,000 
per  year.  You  can  with- 
draw an  amount  equal 
to  your  contributions, 
tax-free,  at  any  time. 
Once  five  years  elapse 
and  you  are  at  least  59 
1/2,  you  may  withdraw 
any  earnings  on  your 
contributions,  untaxed. 
There  are  also  special  provisions 


should  really  consider  investing  in,  and] 
converting  to,  the  Roth  IRA.  Those 
investors  who  have  high  IRA  balances 
and  whose  AGI  doesn't  top  out  at  the 
maximum  amount  will  really  enjoy  the 
advantages  that  conversion  to  a 
Roth  IRA  offers." 

If  your  AGI  is  less  dian  $100,000,  d" 
new  law  lets  you  roll  your  existing  IRA 
deductible  or  nondeductible,  into  a 
Roth  IRA.  Of  course,  you'll  owe  taxes 
on  all  previously  untaxed  contributions 
and  earnings.  If  you  convert  before 
January  1,  1999,  the  new  law  allows  yo 
to  spread  the  tax  bill  out  over  four  year 
Converting  to  a  Roth  IRA  makes  sense 
if  you  have  a  small  amount  in  an  IRA, 


Dont  assume  you  II  he  knocked  down  to  a  lower  tax  bracket  in 
retirement.  Some  of  you  may  even  he  humped  up  into  a  higher  bracket  as  a  result  of  taxes 
that  will  he  due  on  withdrawals  from  your  401  (k)  and  other  tax-deferred  accounts. 


comment  in  this  industry  that  it  is 
important  to  maximize  your  401(k:) 
contributions  before  you  invest  in  any 
other  financial  vehicle.   I'm  not  so  sure 
that  holds  true  anymore." 

Phillips  stresses  that  each  investor 
needs  to  do  an  individual  analysis.  "It 
depends  what  your  objectives  are,  and 
whether  you  want  to  optimize  your  tax 
savings  or  the  amoimt  that  goes  to  your 
estate.  The  specific  rules  that  surround 
the  Roth  IRA  mean  that  it  has  very  dif- 
ferent consequences  over  the  long  term." 

Vanguard's  Mancini  concurs:  "The 
introduction  of  the  Roth  IRA  changes 
the  retirement  investing  landscape 
for  individual  investors.    It's  a  unique 
vehicle." 

Contributions  to  the  Roth  IRA  are 


for  penalty-free  withdrawals  from  the 
Roth  IRA  before  age  59  1/2  that 
include  disability,  death,  the  purchase  of 
a  first  home  and  education  costs. 

"The  other  big  benefit  of  a  Roth  IRA 
is  there  are  no  required  minimum 
distribution  rules,"  says  Vanguard's 
Mancini.   "With  a  traditional  IRA,  once 
you  reach  the  age  of  70  1/2,  you  must 
start  taking  distributions.  That's  impor- 
tant for  high-net-worth  individuals  who 
won't  need  the  income  from  their  retire- 
ment plan  at  age  70  1/2.   It's  a  huge 
benefit,  especially  in  conjunction  with 
the  repeal  of  the  'success'  tax." 

The  Roth  IRA  also  has  ramifications 
for  wealth  transfer  to  the  next  genera- 
tion.  "For  estate  planning  purposes," 
says  GT  Global's  Phillips,  "investors 


because  the  tax  bite  will  be  less  now. 

If  your  IRA  is  a  large  one,  converting 
makes  sense  if  you  have  enough  cash 
outside  the  IRA  to  pay  the  tax  bill. 
Reducing  your  IRA  to  pay  the  tax  bill 
when  you  convert  is  not  a  wise  decision  '• 
both  GT  Global's  Phillips  and 
Vanguard's  Mancini  advise.   Converting 
also  makes  sense  if  you  plan  on  keeping 
the  IRA  intact  for  your  heirs.  I 

Phillips  recommends  a  financial 
analysis  to  understand  the  ramifications 
for  individual  investors  and  their  portfo-  ] 
lios.   He  also  advises  using  a  tax  adviser 
or  financial  planner  to  help  understand 
the  new  choices.   "I  don't  recommend 
trying  this  at  home,"  says  Phillips. 
"The  laws  are  becoming  increasingly 
byzantine  and  harder  to  understand." 


Diversify  Your  Retirement 
Assets  Witli  Vanguard 


A  time-tested  way  to  keep  your  retire- 
ment plan  on  course  is  to  diversify 
your  assets  among  equities,  bonds,  and 
cash  reserves.  Spreading  your  invest- 
ment among  these  basic  asset  classes 
can  help  cushion  your  hard-earned 
dollars  against  the  ups  and  downs  of  the 
financial  markets. 

Broad  Diversification 

To  achieve  broad  diversification, 
Vanguard  offers  you  more  than  50  invest- 
ment opportunities.  So  whether  you're  an 
aggressive,  moderate,  or  conservative 
investor,  you  can  tailor  a  program  to  your 
financial  objectives. 

Transfer  Today 

Whether  you're  planning  to  transfer  your 
retirement  assets  fi^om  another  institution, 
make  a  direct  rollover 
from  an  employer  spon- 
sored plan,  or  establish 
your  first  IRA,  our  Invest- 
ment Kit  contains  all  the 
forms  you  need  to  com- 
plete the  transaction. 


Vanguard  IRA  Clioices 


Aggressive  Growth  Funds 

Vanguard  Explorer  Fund 
Vanguard  Specialized 

Portfolios 
Vanguard  Horizon  Fund 

Growth  Funds 

Vanguard  International 

Equity  Index  Portfolios 
Vanguard  International 

Growth  Portfolio 
Vanguard/Morgan  Growth 

Fund 
Vanguard  PRIMECAP 

Fund 
Vanguard  U.S.  Growth 

Portfolio 

Growth  and  Income  Funds 

Vanguard  Convertible 

Securities  Fund 
Vanguard  Equity  Income 

Fund 
Vanguard  Index  Trust 
Vanguard  Growth  and 

Income  Portfolio 


Vanguard/Trustees' 

Equity  Fund 
Vanguard/Windsor  II 
Vanguard  Selected 

Value  Portfolio 

Balanced  Funds 

Vanguard  Asset 

Allocation  Fund 
Vanguard  Balanced 

Index  Fund 
Vanguard  LifeStrategy 

Portfolios 
Vanguard  STAR 

Portfolio 
Vanguard/Wellington 

Fund 

Income  Funds 

Vanguard  Admiral  Funds 
Vanguard  Bond  Index 

Fund 
Vanguard  Fixed  Income 

Securities  Fund 
Vanguard  Preferred  Stock 

Fund 
Vanguard/Wellesley 

Income  Fund 

Money  Market  Fund 

Vanguard  Money  Market 
Funds 


i 


Find  Out  HowTlie  New  Tax  Law 
Changes  Your  IRA  Options 


For  Your  Free  IRA  Kit,  Including  Our  'Tacts  On  Funds 
For  Retirement  Investing''  Booklet, 

Call  1-800-420-2671 

www.vanguard.com 

The  Kit  contains  a  Vanguard  LifeStrategy  I'ortfolios  prospectus  witli  complete  information  on  advisory  fees,  distribution  charges 
and  other  expenses.  Please  read  it  carefully  before  you  invest  or  send  money.  ©  1997  Vanguard  Marketing  Corp..  Distributor 
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Among  the  bits  of  wisdom  handed 
down  by  parents  for  how  to  live  a 
long  and  happy  life,  a  crucial  piece 
of  advice  is  often  missing:  Save  early  for  old 
age!  Because  nowadays,  if  you  eat  smart 
and  exercise  daily,  a  longer  life  may  be 
expected  by  just  about  everyone.  Longevity 
has  its  costs,  however,  and  that  requires  set- 
ting aside  more  money  for  retirement  than 
previous  generations  ever 
dreamed  necessary. 

Retirement  services 
companies  can  help  you 
build  this  nest  egg.  Part  of 
their  role  is  to  speak  plainly 
to  people  of  all  ages  about 
the  prudence  of  early  retirement  planning 
—  and  the  folly  of  procrastination. 

"By  and  large,  Americans  are  not  do-it- 
yourselfers  when  it  comes  to  saving  for 
retirement,"  says  Thomas  L.  West,  Jr., 
president  and  CEO  of  VALIC,  American 
General's  retirement  services  company. 
VALIC  is  a  leading  provider  of  retirement 
plans  and  employer-sponsored  retirement 
programs.  "Because  people  see  retirement 
planning  as  very  complex,  they  frequendy 
put  it  off,  or  avoid  forming  a  plan  alto- 
gether, until  it's  too  late." 

Will  You  Be  Ready? 

Typical  American  workers  save  and  invest 
only  about  5%  of  their  income,  and  for 
affluent  ones  the  amount  rises  to  only 
8.5%  —  far  less  dian  die  10%  to  15%  diat 


Its  not  asf 

complex 

as  youTnink 


retirement  planners  say  they  should  be  set- 
ting aside.  As  a  rule  of  thumb,  expens  sug- 
gest that  80%  of  one's  pre-retirement 
income  is  needed  to  avoid  a  painful  change 
in  lifestyle  at  retirement  —  such  as  selling 
your  home  or  finding  another  job  —  to 
supplement  or  replace  one's  lost  income. 

"The  vast  majority  of  workers  have  no 
idea  how  much  money  they  will  be  receiv- 
ing at  retirement  time, " 
says  West.  VALIC  has 
come  up  with  a  simple 
way  to  check,  using  its 
"easy  gap  calculator," 
available  on  its  interac- 
tive RetireNet  Web  site 
(www.valic.com).  The  calculator  projects 
current  retirement  investments  and  com- 
pares them  to  future  income  needs.  The 
results  can  be  astonishing:  Assuming  a  5% 
annual  pay  hike,  a  40-year-old  currently 
earning  $75,000  will  be  earning  about 
$250,000  by  retirement.  To  retire  com- 
fortably, that  person  will  require  between 
$175,000  and  $200,000  each  year. 


"For  most  people,  that  is  a  pretty  sober- 
ing wake-up  call,"  says  West. 

Relying  solely  on  Social  Security  for 
retirement  income  is  a  common  mistake. 
Social  Security  typically  represents  only 
about  40%  of  the  average  retiree's 
income,  and  much  less  for  higher-income 
households.  Social  Security  payments 
should  be  seen  as  supplementing  a  robust 
and  independent  retirement  income. 

Given  the  explosion  of  investment 
options  today,  planning  for  retirement 
has  become  more  challenging  than  ever, 
even  for  sophisticated  investors.  The 
smartest  strategy  is  to  choose  a  retire- 
ment services  company  that  can  cut 
through  the  complexities  for  a  customer 
and  help  set  realistic  goals.  To  ensure 
your  success  in  retirement  planning,  loot 
to  an  industry  leader,  like  VALIC,  a 
financially  strong  and  stable  company 
that  offers: 

•  Personal,  face-to-face  retirement 
planning  assistance  from  a  qualified 
professional. 

•  A  proven,  step-by-step  retirement 
planning  process. 

•  Sophisticated  asset  allocation 
capability. 

•  Investment  products  that  provide 
flexibility  in  meeting  your  needs. 

Seize  the  Future! 

Once  the  retirement  planning  process  is 
set  in  motion,  tomorrow's  retirees  will  be 
able  to  face  the  future  with  optimism 
and  confidence.  "The  security  and  satis- 
faction comes  from  knowing  —  not 
wondering  —  whether  your  retirement 
years  will  be  comfortable  ones,"  says 
West.  "By  establishing  retirement  goals 
and  a  well-defined  plan  for  funding 
those  goals,  you'll  be  able  to  turn  your 
dreams  for  retirement  into  realitv."  B 


For  more  than  40  years,  VALIC  has  specialized  in  providing  tax-advantaged  retirement  pro- 
grams to  employees  of  educational,  health  care,  public  sector  and  other  not-for-profit  organiza^ 
tions.  Today,  VALIC  manages  retirement  programs  for  more  than  22,000  employer  organiza- 
tions and  services  more  than  1.7  million  accounts.  With  assets  of  more  than  $34  billion,  VALIC 
is  a  subsidiary  of  American  General  Corporation,  one  of  the  nation's  largest  and  most  success-] 
ful  diversified  financiaJ  services  organizations,  and  a  leading  provider  of  retirement  services,  lifd 
insurance  and  consumer  loans. 

For  VALIC's  easy-to-use  retirement  planning  tools,  call  1-800-22-VALIC  for  a  free  copy  of 
12  Tips  for  an  Easy  Retirement,  or  log  on  to  RetireNet  at  www.valic.com. 

Sponsored    by    American    General    Corporatioi 


If 
k 

m 


They  Can  Take  Better  Care 
Of  Their  Patients. 

Because  We  Take  Care  Of 
Their  Financial  Security. 


'Oll 


Practicing  the  science  of  medicine 
leaves  precious  little  time  for  a  doctor 
to  do  anything  else.  That's  why  so 
many  medical  professionals  and  mil- 
lions of  other  Americans  rely  on  us 
for  help  with  their  financial  security. 
We're  American  General,  one  of  the 
largest  providers  of  retirement  ser- 
vices, life  insurance,  and  consumer 
loans.  A  corporation  with  $79  billion 
in  assets  and  $7.3  billion  in  share- 
holders' equity.  By  doing  what  we  do  best,  we're  helping 
people  do  what  they  do  best. 


o 

AMEmCIIN 

GENERAL 

Helping  12  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Lite  •  American  General  Life  and  Accident  •  Franklin  Life  •  United  States  Life 
All  American  Life  •  Old  Line  Life  •  USLIFE  Credit  Life  •  American  General  Life  of  New  York 
American  General  Finance  •  VALIC  •  American  General  Securities  Incorporated 

For  information,  visit  www.agc.com  or  call  1  (800)  AGC  -  1111 
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Selt-Cmplcyment  Plans 

"Keogh  plans  open  the  door  to 
higher  rewards,  but  require  significantly 
more  paperwork  and  are  more  complex 
to  understand,"  says  Schwab's  Askil. 
Keogh  plans  are  available  to  anyone  who 
is  self-employed,  like  owners  of  small 
unincorporated  businesses,  consultants, 
writers,  artists  and  other  professionals. 
Keogh  plans  permit  higher  tax- 
deductible  contributions  than  other 
plans  like  IRAs  or  401(k)s,  up  to  the 
lesser  of  $30,000  or  25%  of  your 
income,  depending  on  which  Keogh 
plan  you  choose. 


401  (k)6  and  Other  Defjlned 
Contribution  Plans 

Regardless  of  the  tax  law  changes 
that  pertain  to  IRAs,  it's  still  a  good 
idea  to  fund  your  401(k)  to  the 
maximum,  especially  since  your 
contributions  are  pretax,  which  means 
you'll  pay  tax  on  less  income.   Many 
plan  sponsors  will  partially  or  fully 
match  your  monthly  contribution. 
This  is  essentially  free  money. 

Since  401(k)s  are  self-directed,  it's  up 
to  you  to  decide  how  and  where  to  invest 
your  money.  Stocks  have  historically 
outperformed  all  other  types  of 


Among  the  new  rules,  the  government  will  allow  penalty-free 
IRA  withdrawals  of  any  amount  for  qualified  higher 
education  expenses,  as  well  as  a  penalty-free  withdrawal 
of  up  to  $10yOOO  for  first-time  home  purchases. 


"Those  who  are  in  private  practice," 
says  Schwab's  Askil,  "should  definitely 
consider  other  vehicles  for  retirement 
planning  like  Keoghs.   Unfortunately,  a 
majority  of  the  public  is  not  aware  of 
what's  available  to  them.   Sometimes, 
for  instance,  I'll  have  a  doctor  or  a 
lawyer  come  in  who  casually  says,  'I've 
been  thinking  about  setting  up  a  retire- 
ment plan.  What  are  my  options?'  A 
Keogh  definitely  makes  sense  for  this 
individual.   But  since  Keoghs  are  more 
complicated  to  set  up,  it  pays  to  talk  to 
an  investment  specialist  if  this  is  what 
you  want  to  do." 

Another  option  for  the  self-employed 
is  the  SEP-IRA,  which  is  similar  to 
regular  IRAs  but  allows  you  to  make 
tax-deductible  contributions  of  up  to 
15%  of  your  self-employment  income, 
to  a  maximum  of  $22,500. 


investments  and  outpaced  inflation  as 
well.   In  the  interest  of  diversification  and 
liquidity,  a  well-balanced  portfolio  should 
also  include  a  portion  of  fixed-income 
investments  and  money  market  funds. 

The  stock  market  can  fluctuate;  it  was 
affected  most  recently  by  global  markets 
and  other  factors.  Given  the  turbulence 
of  the  past  month,  do  equities  continue 
to  be  a  sound  idea  for  401(k)  plans? 
"If  you  believe  in  the  future  of  American 
business,  then  you  have  to  believe  that 
the  Dow  will  continue  its  upward 
trend,"  says  VALIC's  West.   "Of  course, 
there  will  always  be  corrections. " 
Increasingly,  perhaps  because  of 
consumer  awareness  due  to  education, 
as  well  as  a  long-term  commitment, 
investors  seem  to  be  resisting  the  urge 
to  move  in  and  cash  out  whenever  there's 
a  fluctuation  in  the  market." 


West  also  cites  a  difference  he  sees 
propelling  the  ups  and  downs  of  the 
market.   "The  market  has  really  been 
driven  by  sector  rotation,"  he  says. 
"Certain  types  of  stock  do  really  well,  ] 
and  then  they  rotate  and  something 
else  drives  the  market  up.  Technolo§ 
stocks  were  hot  for  a  while;  right  now  I 
small-cap  stocks  are  at  an  all-time  higt 
This  kind  of  growth  means  that  not 
only  do  you  have  to  keep  a  long-term 
focus,  you  also  can't  put  your 
retirement  portfolio  on  autopilot. 
Once  you  have  your  asset-allocation 
strategy  in  place,  it's  necessary  to 
rebalance  your  plan  at  least  annually 
and  switch  investments,  if  necessary." 

Following  this  strategy  means  that 
you  need  to  continue  to  educate 
yourself,  and  seek  advice,  if  necessary. 

Continulns  education 

"There  has  always  been  a  need  for 
financial  advice,"  says  Joanne  Bickel, 
manager  of  participant  advice  for 
Teachers  Insurance  Annuity  Association 
College  Retirement  Equities  Fund 
(TIAA-CREF).   Based  on  assets  under 
management  of  $200  billion,  TIAA- 
CREF  is  the  world's  largest  pension 
organization.   "That  need  is  increasing 
now  that  people  see  the  challenge  of 
planning  for  retirement  while  meeting 
their  current  needs  and  lifestyle  wishes. 
How  do  you  balance  your  current  needs 
with  your  fijture  needs?" 

Some  of  the  big  issues  Bickel  helps 
clients  grapple  with  these  days  revolve 
around  asset  allocation.   "People  have  to 
think  about  how  they  are  going  to  allo- 
cate their  money  among  asset  classes 
rather  than  miscellaneous  funds,"  she 
says.   "Diversification  is  critical. " 
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For  nearly  150  years,  The  Equitable  has  meant 
outstanding  service,  innovation  and  integrity  —  a 
strong,  reliable  partner  in  an  ever  changing  world. 

Building  futures 

Our  Alliance  Capital  Management  and  Donaldson. 
Lufldn  &Jenrette  companies  are  world-class  leaden 
in  asset  management  and  investment  banking.  WTiile 
none  of  this  is  changing,  we  now  have  a  new,  excit- 
ing and  powerful  dimension.  As  a  member  of  the 
Global  AXA  Group,  The  Equitable  is  changing  the 
way  the  world  does  business.  AXA  is  one  of  the 
worlds  largest,  most  innovative  and  fastest  growing 
financial  services  companies  —  with  over  $500  bil- 
lion* in  assets  under  management  and  a  strong  pres- 
ence in  50  countries.  Add  this  global  reach  to  The 
Equilable's  premier  U.S.  capabilities  and  you  have  a 
combination  that's  hard  to  beat.  To  learn  more,  cal 
us  at  1-800-590-5995  or  visit  us  at  www.equitable.com. 


EQUITABLE 


Member  of  the  Global 


Group 


The  Equitable  Life  Assurance  Society  of  the  U.S.  NY,  NY  10104  is  a  major  component  of  the  AXA  Group.The  Equitable  is  solely  responsible  for  its  own  obligations.        *As  of  6/30/97 
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Before  you  can  plan  your  asset- 
allocation  strategy,  however,  you  have 
to  first  decide  what  kind  of  investor  you 
are.   How  much  time  and  effort  do 
you  want  to  spend?  Some  investments 
are  easy-care,  while  others  need  frequent 
attention.   How  actively  involved  do 
you  want  to  be?  How  flexible  can  you 
be?  What  is  your  horizon  for  saving? 
What  is  your  risk  tolerance? 

How  you  allocate  your  funds  is  most 
often  a  direct  result  of  your  comfort 
with  risk.   A  conservative  investor,  for 
instance,  one  with  10  years  until 
retirement,  who  values  current  income 
and  stability  above  increasing  the  value 
of  his  or  her  investments,  might  have  a 
portfolio  composed  of  55%  bonds, 
25%  cash  and  20%  stock  (of  which 
15%  is  large  company  stocks  and  5% 
is  international). 

An  aggressive  investor  who  doesn't 
plan  to  start  cashing  in  for  more  than 
15  years,  who  doesn't  need  current 
income  and  who  is  comfortable  with 
year-to-year  volatility,  might  have  a 
portfolio  made  up  of  5%  cash  and  95% 
stocks  with  a  40%  majority  of  large 


company  stocks,  25%  small  company 
stocks  and  30%  international  stocks. 
Believe  the  experts:  Educating  yourself 
helps  you  better  determine  where  you 
fall  in  the  investor  spectrum. 

evolution,  Not  Revolution 

"My  philosophy  is  that  education  is 
an  evolution,  and  not  a  revolution,"  says 
Alison  Saunders,  vice  president  of  mar- 
keting and  participant  education  for 
Cigna  Corporation.   "I  teach  people  to 
become  self-sufficient,  to  manage  their 
finances  better  every  day,  not  just  on  a 
one-time  basis."   Saunders  believes  that 
financial  planners  are  advantageous  at 
certain  decision-making  times  in  every 
investor's  life,  but  that  it  behooves  the 
individual  to  learn  to  make  sound  finan- 
cial decisions  on  a  daily  basis. 

"If  people  learn  to  manage  their  life 
financial  issues  day  to  day,"  she  says, 
"individual  investors  can  work  out 
many  of  their  savings  and  investment 
decisions  on  their  own.  The  more  edu- 
cated they  become,  the  more  they  can 
maximize  the  advice  and  guidance  a 
financial  planner  can  offer." 

This  is  especially  important  for  the 
high-net-worth  investor,  she  adds. 
"The  more  money  people  have,"  she 
says,  "the  easier  it  is  to  lose  track  of 
where  it  is  and  what  it  should  be  doing. 
How  many  people  have  actually  ear- 
marked a  certain  investment  fund  for 


a  certain  purpose?  People  may  say, 
'Well,  I  have  $200,000  in  this  mutual 
fund,'  but  is  that  really  retirement 
money?  What  separates  it  from  the 
money  you  will  use  to  fund  your  child's 
education?  This  is  when  a  financial 
planner  may  prove  crucial  in  helping 
you  strategize." 

Saunders  also  believes  it  is  never  too 
soon  to  start  educating  the  next 
generation  of  investors.   "I'm  involved 
with  the  Connecticut  state  school 
system,"  she  says.   "We're  working  on 
introducing  financial  management 
courses  into  the  state  school  system 
curriculum.   It's  become  obvious  that 
the  onus  of  saving  has  moved  away 
from  both  the  government  and  corpo- 
rate pension  plans  onto  the  individual. 
Learning  about  tax  deferral  and 
compounding  as  a  young  adult  will 
allow  you  to  manage  your  eventual 
income  and  wages  more  effectively." 

Some  other  states,  as  well  as 
Connecticut,  says  Saunders,  are  actually 
introducing  financial  education  as  early 
as  first  grade.   "Basic  concepts  of  mak- 
ing change,  earning  interest  on  a  savings 
account  or  teaching  the  difference 
between  a  need  and  a  want  are  all 
concepts  that  we  can  teach  our  children 
now  so  that  later  they  can  make  sound 
financial  decisions.  Today  it's  a  child's 
allowance,  tomorrow  it's  an  adult's  pay- 
check or  important  retirement  dollars. 


Contributions  to  the  Roth  IRA  are  nondeductible,  but 
withdrawals  are  tax-free.  You  can  withdraw  an  amount 
equal  to  your  contributions,  tax-free,  at  any  time.  Once 
five  years  elapse  and  you  are  at  least  59  1/2,  you  may 
withdraw  any  earnings  on  your  contributions,  untaxed. 


GT  Global  -  a  pioneer  in  global  theme  investing  -  introduces  a  new  opportunity  to  help 
diversify  your  portfolio  with  a  single  investment.  The  GT  Global  New  Dimension  Fund  is 
a  "fund  of  funds"  which  allocates  its  assets  among  the  six  globally  diversified  GT  Global 
Theme  Funds.  Tap  into  the  long-term  growth  potential  represented  by  these  global 
economic  themes. 

Health  Care  ♦  Financial  Services  ♦  Consumer  Products  and  Services 
Telecommunications  ♦  Infrastructure  ♦  Natural  Resources 

It's  the  next  dimension  in  global  investing  from  the  innovator  -  GT  Global.  Talk  to  your  financial  adviser  to  learn 
more  about  it.  Or  call  us  today. 


Introducing 

the  GT  Global 

New  Dimension 

Fund 


1-800-824-1580 


ijcrr 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
A  WORLD  OF  OPPORTUNITY 

You  will  receive  a  prospectus  for  the  GT  Global  New  Dimension  Fund  which  contains  more  complete  information  including  charges,  expenses,  and  the  risks  of  global  and  emerging 
market  investing  such  as  currency  and  political  risks.  Read  the  Prospectus  carefully  before  investing,  GT  Global,  Inc.,  Distributor,  50  California  Street,  San  Francisco,  CA  94 11 1 ,  mfio 
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Should  You  be  Interested  in  a 
Variable  Annuity  that  Works  Hard  for  Yoil' 


(  That  Depends  on  How  Long  You  Plan  on  Living!') 


i 


For  more  complete  information,  including  charges  and  expenses,      a^^^^^^^S     vou  may  obtain  a  prospectus  from  vour  registered  representative,  or  write  Nationv 
Life  Insurance  Company,  P.O.  Box  16609,  Columbus,  Ohio,  45216.     ^^^^^^^^   Please  read  the  prospectus  carefully  tefore  \ou  invest  or  send  money. 

The  BEST  ol  AMERICA^  America's  FUTURE  Annuity  r'  is  underwritten  and  issued  by  Nationwnde  Life  hisurance  Company,  a  member  of  the  Nationwide  Insurance  Elnterprise? 
general  distributor  for  The  BEST  ol  AMERICA  variable  products  is  Nationwide  Advisory  Ser\'ices,  inc.,  member  NASC),  Columbus,  Ohio,  a  subsidiary  of  Nationwide 
Insurance  Company.  Nationwide  Life  Insurance  Company  is  a  subsidiary  of  Nationwide  Financial  Services  Inc.,  a  financial  services  holding  company.  Nationwide* 

APO-3416,  APO-3416-37A  (in  Oregon) 


0  TRODUCiNG  A  Variable  Annuity 
That  Offers  A  Long 
rD  Secure  Retirement  Income. 

all  of  the  advancements  in  modern  medicine  and 
•cise,  there's  a  good  chance  that  you  will  live  longer 
healthier  than  any  of  your  ancestors.  That  means  more 
•ement  years  in  which  you'll  need  lots  of  money  to  do 
tyou  want  to  do.  Start  planning  on  it  now.  Supplement 
r  current  IRA  and  401  (k)  Plan  by  investing  in 
rica'j  FUTURE  Annuity''''  from  The  BEST  of 
ERICA®.  It  offers  a  great  fund  selection.  Plus  the 
ance  and  service  from  an  investment  professional  that 
r  low-  fee  variable  annuities  just  can't  often  And,  unlike 
e  retirement  investment  options,  it  features  an  annuitization 
gram  you  can't  outlive.  In  other  words,  plan  on  living. 
11  make  sure  your  retirement  mcome  does  the  same. 

You've  Always 

Listened  To  Good  Advice. 

Don't  Stop  Now. 

jr  investment  professional  can  help  find  what's  best  for 
1.  A  balanced  plan.  A  diverse  selection  of  well-known 
ds.  And  the  support  ol  an  experienced  leader. 
eric(il<  FUTURE  Annuity  is  backed  by  Nationwide 
e  Insurance  Company,  creators  ol  the  first  multi- 
naged  variable  annuity.  And  our  investment  products 
recognized  throughout  the  industry.  Ask  your 
estment  professional  how  you  can  benefit  from  a  variable 
luity  that  puts  more  of  your  money  to  work  for  you. 

Choose  From  Over 
5  Investment  Options  from 
some  of  America's  Leading 
Money  Managers. 

e  proof  is  in  our  product's  widely  recognized  funds, 
id  many  feature  the  highest  Morningstar  rating 
lilable.  But  the  bottom  -  line  in  any  fund  family  is  the 
id  manager.  And  our  product  offers  some  of  the  best, 
ley  stick  close  to  their  area  of  expertise  and  excel 
it.  All  you  have  to  do  is  choose  which  ones  you  want. 


Fidelity  Investments® 

Neuberger  &  Herman  Management  Inc. 

American  Century®  Investments 

Dreyfus 

Federated  Investors 

J. P.  Morgan 

Morgan  Stanley  Asset  Management,  Inc. 

Nationwide  Advisory  Services,  Inc. 

OppenheimerFunds  Inc. 

Salomon  Brothers  Asset  Management 

Strong 

United  Asset  Management 

Van  Eck  Global 

Warburg  Pincus 


Grow  Yoitr  Money  Tax-Deferred. 

Investment  earnings  in  America'.i  FUTURE  Annuity  from 
The  BEST  of  AMERICA  are  tax -deferred.  You  pay  no 
income  tax  on  the  money  earned  until  \ou  make  a 
withdrawal  (you  should  know  that  any  withdrawals 
made  prior  to  age  59'  may  be  subject  to  a  10%  IRS  tax 
penalty).  That  means  more  of  your  mone\'  is  working 
harder  toda^',  so  you  can  enjoy  it  in  the  future. 

Services  You  Expect  From 
A  Leader. 

You  expect  a  lot  from  us.  And  we  delixer.  Some  of  the  serxices 
you'll  enjoy  as  our  customer  include  dollar- cost  a\'eraging, 
which  allows  you  to  gradually  in\est  in  variable  funds  over 
a  period  of  time,  along  with  automatic  asset  rebalancing. 

Just  Call  1  800  BEST-481. 

The  time  has  come  to  plan  for  a  longer,  happier  retirement. 
To  know  more,  call  us  today,  contact  your  in\estment 
professional  or  visit  us  at  www.boafuture.com. 

*  *  * 


*    777,'BEST 


•    ^    5*- 

America  '.<  FUTURE  Annuity' 


ionwiile  Insurance  Enterprise* are  federally  registered  trademarks  of  Nationwide  A\iitiial  Insurance  Companw  The  BEST  of  AMERICA*  is  a  lederally  registered  trademark 
Nationwide  Life  Insurance  Company.  Americas  FUTURE  Annuit\'  and  i'laii  On  Li\ins  arc  service  marks  ot  Nationwide  Life  Insurance  Conipan\-.  Dollar-cost  avcragins 
)lves  continuous  inxestmcnt  in  securities  regardless  o(  then'  (luctuating  price  levels,  ^ou  should  consider  your  fuiancial  ahilitx  to  contiue  purchases  through  periods  oT 
price  levels.  Regular  investing  does  not  assure  a  profit  nor  does  it  protect  against  losses  in  declining  markets. 
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If  young  people  know  how  to  manage 
their  money  before  they  enter  the  work- 
force, we  will  turn  out  a  whole  new  gen- 
eration of  leaders  who  know  how  to 
make  smart  financial  decisions." 

Small  Bu6lneAA  Owners 
and  4Ci(k)6 

Education  is  also  an  issue  for  the 
small  business  owners  setting  up  quali- 
fied plans  for  their  employees. 
Increasingly,  small  business  owners  have 
been  choosing  401(k)  plans  over  defined 
benefit  plans.  While  a  401(k)  plan  can 
be  a  low-cost  benefit  that  is  easy  to 
administer  compared  with  a  traditional 
defined  benefit  plan,  it  is  important  to 
pick  the  correct  plan  for  your  company. 

"We're  very  committed  to  offering 
comprehensive  services  that  we  believe 
make  it  easy  for  the  plan  sponsor,"  says 
Ann  Gersie,  second  vice  president  of 
pensions  at  The  Principal  Financial 
Group.   "The  Principal  administers 
more  40 1  (k)  plans  than  any  other  bank, 
mutual  fund  or  insurance  company.  We 
handle  all  sizes  of  plans,  from  these  with 
thousands  of  members  to  those  with 
just  a  handfol." 

Well-educated  members,  says  Gersie, 
demand  value  in  their  choice  of  retire- 
ment savings  vehicles.   "You  have  to 
make  sure  you  are  giving  your  employ- 
ees a  well-diversified  selection  of  invest- 
ment options,"  she  stresses.   "Plan 
members  are  paying  a  great  deal  of 
attention  to  asset-allocation  issues  and 
education  issues,  as  well  as  the  diff^erent 
types  of  investment  options  that  are 
available  to  them." 

Gersie  emphasizes  the  level  of  member 
services  and  educational  assistance  The 
Principal  offers.   "Plan  members  are 


becoming  much  more  sophisticated," 
she  says.   "They  crave  and  demand 
information,  and  they  want  it  now. 
Our  Internet  retirement  service  Web  site 
offers  daily  account  values,  plan-specific 
information,  investment  options  for  each 
plan,  general  investment  information 
about  all  of  our  accounts,  information 
about  the  market  in  general,  answers  to 
frequently  asked  questions  and  informa- 
tion about  retirement  trends  and  news." 
Manulife's  Kay  agrees  that  small  busi- 
ness owners  need  to  do  research  before 
deciding  which  plan  best  suits  their 
company's  needs.   "What  does  a  small 
business  owner  look  for  when  he  or  she 
is  searching  for  someone  to  service  their 
401(k)  plan?"  he  asks.   "We've  done  a 
lot  of  consumer-based  research  so  we 
can  understand  what  drives  that  deci- 
sion. The  primary  concern  of  the  small 
business  owner  is  to  run  his  or  her  busi- 
ness, not  to  spend  an  excess  amount  of 
time  worrying  about  the  401  (k)  plan." 


gence  to  ensure  an  adequate  selection  ] 
of  funds  for  employees  to  choose  from 
with  appropriate  returns  and  low  costS; 
that  also  guarantees  asset  allocation, 
diversification  and  a  range  of  invest- 
ment styles.   "Plan  participants  want 
statements  that  are  easy  to  read,"  he 
continues.   "Plan  sponsors  also  want  to 
have  signature-ready  forms  so  that  they 
don't  have  to  deal  with  complicated 
government  paperwork." 

401(k)  plan  participants  who  want 
to  get  the  most  out  of  their  plan  need 
to  continue  to  focus  on  their  long-term 
objectives  and  remember  that  their 
401(k)  is  just  one  part  of  their  entire 
retirement  strategy. 

Annuities 

For  most  investors,  annuities  make 
sense  once  you've  maximized  your 
401(k)  and  funded  an  IRA.  Once  pop- 
ular retirement  vehicles,  some  experts 
say  that  since  the  Taxpayer's  Relief  Act 


Keogh  plans  are  available  to  anyone  who  is  self-employed, 

and  permit  higher  tax-deductible  contributions  than  other 

plans  like  IRAs  or  401(k)s,  up  to  the  lesser  of  $30,000  or 

25%  of  your  income. 


"But  the  small  business  owner  still 
needs  to  know  certain  things,"  Kay  con- 
tinues, "like  how  to  motivate  employees 
to  join  a  plan  and  defer  m.oney.  They 
want  to  know  what  their  fiduciary 
responsibilities  and  accountabilities  are. 
They  don't  want  people  coming  back  in 
30  years  and  saying,  'You  gave  me  a 
lousy  savings  plan.' " 

Kay  stresses  that  a  small  business 
owner  needs  to  do  enough  due  dili- 


of  1997,  variable  annuities  —  tax- 
deferred  investments  in  which  a  policy- 
holder makes  a  lump-sum  or  installment 
payments  to  an  insurance  company  and 
receives  either  a  death  benefit  or  income 
at  retirement  —  have  lost  their  appeal. 
Not  so,  says  Peter  Merrill,  a  principal 
and  national  director  of  tax  policy 
economics  for  Price  Waterhouse  and      , 
director  of  a  Price  Waterhouse  LLP 
study  titled  "Variable  Annuities  After 


Retirement  planning  is  a  big  step.  RetireNet'can  make  it  easy. 


Now,  getting  on  top  of  your 
retirement  planning  needs  is 
quicker    and    easier    than    ever. 


RetireNet,  the  interactive  Website  sponsored 
1^  p+- J rpM/=»t"'"    ^^ ^^LIC,  offers  comprehensive  information 

on  just  about  every  aspect  of  retirement 
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planning.  From  tutorials  on  how  much  to 
save,  asset  allocation,  and  retirement  plarming,  to  tips  on 
choosing  a  plan  carrier.  There's  a  host  of  easy-to-use  tools 
for  calculating  your  future  income  needs  and  selecting 
investments.  You'll  even  find  die  latest  news,  and  an 
e-mail  connection  with  Retirement  Plan  Specialists.  Plus, 
you'll  benefit  from  die  experience  of  a  company  diat's 
specialized  in  retirement  planning  for  more  dian  40 
years.  All  free,  and  all  as  close  as  your  personal 
computer.  RetireNet.  It's  die  easy  step  toward  a  financially 
secure  future.  Log  on  at  www.valic.com.  Or  for  more 
information,  call  toll-free  1-800-22-VALIC. 
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the  1997  Tax  Act:   Still  Attractive  for 
Retirement  Savings." 

"Even  after  the  1997  changes  in  capi- 
tal gains  taxes,"  says  Merrill,  "variable 
annuities  remain  a  very  attractive  retire- 
ment savings  vehicle."  The  study  found 
that  the  break-even  holding  period  — 
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"These  are  products  you  should  own 
and  keep  for  a  lifetime."   In  the  past  10 
years,  he  says,  "Americans  have  invested 
over  $300  billion  in  variable  annuities. 

"One  of  the  biggest  reasons  people 
buy  variable  annuities,"  he  says,  "is  that 
they  offer  a  guaranteed  income  you 
cannot  outlive.   I  recently  attended  an 
industry  conference  where  one  of  the 
founding  fathers  of  the  variable  annuity 
industry  spoke.   He  was  a  91 -year-old 
gentleman  who  had  purchased  one 
of  the  very  first  variable  annuities. 
"^fc.       Now  he  is  still  receiving  month- 
ly benefits  that  he  will  never 
^"s  f      oudive.   His  example  shows 
why  investors  purchase  annu- 
ities —  because  they  are  a 
true  retirement  product." 
'  What  companies  have  done 

to  react  to  the  new  tax  law,  says 
Janus's  Warren,  is  to  cut  annuity 
expenses  or  to  offer  new  types  of 
insurance  options  like  a  guaranteed 
level  of  income  or  greater  liquidity. 
"There  are  a  whole  host  of  new  products 


In  the  interest  of  diversification  and  liquidityy  a  well- 
balanced  401  (k)  portfolio  should  also  include  a  portion 
of  fixed-income  investments  and  money  market  funds. 


the  number  of  years  of  accumulation  at 
which  the  after- tax  return  from  a  vari- 
able annuity  investment  equals  that  of  a 
comparable  mutual  fiind  investment  — 
did  not  increase  significantly  under  the 
new  tax  law. 

"Annuities  are  sold  as  long-term 
retirement  vehicles,"  says  Tom  Warren, 
vice  president  and  national  sales 
director  for  Janus  Capital  Corporation. 


coming  out,"  he  says.   "These  new  prod- 
ucts are  better  deals  for  the  consumer 
because  they  should  have  lower  expenses 
and  more  payout  flexibility.  Many 
insurance  companies,  in  addition  to 
developing  their  own  strong  investment 
choices,  have  also  partnered  with  some 
of  Americas  best  mutual  ftind  companies 
like  Janus,  Fidelity,  Goldman  Sachs  and 
American  Century." 


One  of  the  annuity  companies  meeting 
the  challenges  raised  by  the  1 997  tax 
law  is  Nationwide  Financial  Services. 
Their  new  product,  called  America's 
FUTURE  Annuity^''',  from  The  BEST 
of  AA/IERICA®  series,  will  feature  more 
than  three  dozen  investment  options, 
as  well  as  lower  fees.  "We  really 
believe  that  providing  customer  value 
is  paramount,"  says  Steve  Haxton, 
president  of  Nationwide  Financial 
Institutions  Division,  a  division  of 
Nationwide  Financial  Services. 

"Americas  FUTURE  Annuity  off^ers 
a  great  fund  selection,  plus  the  guid- 
ance and  service  from  an  investment 
professional  that  other  lower-fee 
variable  annuities  just  can't  offer.  7\nd, 
unlike  some  retirement  investments,  it 
features  an  annuitization  program  you 
can't  outlive." 

For  an  increasing  number  of 
Americans,  says  Haxton,  it  is  becoming 
a  greater  challenge  to  maintain  their 
standard  of  living.   "Employer-sponsored 
plans  are  becoming  a  smaller  part  of  the 
total  retirement  package,"  he  says. 
"Consequently,  consumers  will  have  to 
make  up  the  difference  in  personal 
savings.  We're  responding  to  this 
growing  need  with  innovative  products 
that  will  help  investors  meet  their  goals. 
We  have  always  believed  that  the 
customer  wants  choices  and  often 
advice.   By  providing  our  clients  with 
the  ability  to  choose  the  best  managers 
in  the  U.S.,  we've  become  the  number 
one  provider  of  annuities  sold  through 
independent  financial  planners. 

"Our  goal  with  America's  FUTURE 
Annuity,"  he  adds,  "is  to  capitalize  on 
our  leadership  position  and  provide 
the  consumer  with  greater  value  and 
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TIA.A-CREF- 

Provcn 

Solutions 

To  Last 

a  Lifetime. 

In  a  world  where  dual-income 
families  are  the  norm,  computers 
have  highways,  and  health 
care  is  a  crisis,  just  getting  by 
has  gotten  pretty  complicated. 
TIAA-CREF  can  help,  with  smart 
investment  programs,  insurance 
coverage,  and  personal  savings 
plans  tailored  not  just  to  your 
budget,  but  to  the  hectic  world 
you  live  in.  For  more  complete 
information,  including  charges 
and  expenses,  call  1  800  226-0147 
for  your  free  Personal  Investing 
Kit.  It  contains  our  variable 
annuity  prospectuses.  Please 
read  them  carefully  before 
you  invest  or  send  money. 
TIAA-CREF  Financial  services 
exclusively  for  people  in 
education  and  research. 
www.tiaa-cref.0r3 


Ensuring  the  future 
for  those  who  shape  it.^ 
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flexibility.  We're  basically  offering  a  no- 
load  price  with  the  same  high-quality 
advice  that  our  representatives  have 
always  provided.  This  keeps  us  on  the 
leading  edge  in  offering  both  choice 
and  value." 

DiAtributicm 

"Once  an  investor  has  a  plan  in  place 
and  is  saving,  he  or  she  must  focus  on 
the  second  phase  of  retirement  plan- 
ning: how  to  get  the  most  out  of  what 
they've  accumulated,"  says  VAIJC's 
West.  "The  retirement  distribution 
phase  is  just  as  important  as  the  accu- 
mulation phase.   Many  insurance  com- 
panies, mutual  funds  and  banks  are 
beginning  to  address  the  need  to  plan 
for  retirement.  As  yet,  no  industry  has 
created  the  perfect  solution.   I  think, 
however,  you'll  see  more  and  more  insti- 
tutions giving  attention  to  this  retire- 
ment planning  issue." 

Equitable's  Golden  agrees  that  con- 
verting retirement  assets  into  income  is 
a  crucial  phase  in  retirement  planning. 
"Financial  services  companies  have  long 
focused  on  the  problem  of  Americans 
not  saving  enough  for  retirement,"  he 
says.  "But  as  baby  boomers  start  to 
retire,  the  U.S.  will  face  a  much  larger 
crisis  —  Americans  not  converting  those 
retirement  savings  into  adequate  income 
for  retirement." 

Golden  notes,  for  instance,  that  there 
may  be  serious  estate-planning  tax  con- 
sequences for  amounts  not  withdrawn 
on  large  retirement  accumulations  in  an 
IRA.   Retirees  also  face  the  possibility  of 
running  short  of  income  while  they  are 
still  alive.   "While  traditional  annuity 
payout  options  have  addressed  longevity, 
they  often  force  retirees  to  compromise 


on  investment  return,  liquidity  and  flex- 
ibility, including  protection  against  the 
ravages  of  inflation,"  Golden  says. 

To  that  end,  Equitable  has  recently 
introduced  a  new  product  called 
Income  Manager  Plus,  which  provides 
retirees  and  pre-retirees  a  way  to  convert 
their  defined  contribution  retirement 
assets  into  what  Golden  calls  a  "defined 
distribution  plan." 

"Our  Income  Manager  Plus  gives 
retirees  what  they  want,  without 
compromise,"  he  says.   "Investing 
before  retirement  is  different  from 
investing  during  retirement.   Due  to 
the  inherent  market  risks,  retirees  are 
often  reluctant  to  invest  their  IRA  assets 
in  equities.  The  Income  Manager  Pliis 
solves  this  problem  by  providing  a  base 
of  guaranteed  lifetime  income.  With 
this  kind  of  security,  retirees  can 
continue  to  invest  in  equities  as  a 
much  needed  inflation  hedge." 

TIAA-CREF's  Bickel  also  feels  the 
need  to  address  this  problem.  "As  you 
approach  retirement  you  are  faced  with 


inflation,  longevity  and  investment 
return.   We  are  working  on  models  ani 
principles  right  now  to  help  our  client 
make  the  best  decision  for  this  phase  c 
their  life." 

As  Bickel  points  out,  there  will  be 
much  "soft  money"  —  retirement  fundi 
waiting  to  be  converted  into  retirement 
income.   David  Herrick,  director  of  cas< 
development  of  the  Nautilus  Group,  a 
division  of  New  York  Life,  offers  one 
solution  to  this  challenge.   "The  bull 
market  of  the  past  few  years  means 
that  investors  have  grown  enormous 
qualified-plan  balances,"  he  says. 
"These  balances  are  subject  to  income 
taxes  at  retirement  distribution  as  well  a 
estate  taxes  at  death." 

Herrick  points  out  that  while  recent 
tax  law  changes  may  ultimately  reduce 
taxes,  the  overall  tax  burden  for  high- 
net-worth  individuals  remains  severe. 
"Purely  from  an  income  tax  standpoint," 
he  notes,  "most  advisers  believe  that  the 
best  plan  is  to  defer  the  receipt  of  distri- 
butions as  long  as  possible." 


Before  you  can  plan  your  asset-allocation  strategy,  howevery 

you  have  to  first  decide  what  kind  of  investor  you  are.  How 

much  time  do  you  want  to  spends  Some  investments  are 

easy-carCy  while  others  need  frequent  attention. 


one  of  the  biggest  financial  decisions  of 
your  life,"  she  says.   "You  have  one  year 
until  you  retire,  and  you  may  have  accu- 
mulated a  significant  amount  of  money 
earmarked  for  retirement.  What  are  you 
gOhTg  to  do  with  it?" 

Bickel  believes  that  this  decision  is  a 
complex  one.   "There  are  three  huge 
threats  to  lifetime  financial  security: 


Herrick  says  that  investors  cannot 
ignore  gift  and  estate  tax  implications 
related  to  large  qualified-plan  balances. 
"If  the  high-net-worth  client  does  not 
have  other  resources  available  to  carry 
out  gifting  programs  —  ones  that  take 
advantage  of  exclusions  from  taxations 
for  annual  gifts  —  then  the  client 
should  take  qualified-plan  distributions 
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^01  (k)  plans  aren't  all  tnat  intimidating 
once  you  know  w^nat  you  re  doing. 
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Know-kow  is  all  important  wnen  planning  for  retirement.  So  we  provide  education  and 
support  to  kelp  insure  tke  success  of  your  401  (k)  plan.  Our  kands-on  approack  simplifies 
enrollment.  U  ser-f  ri^^ndly,  plain-language  materials  kelp  keg'inners  set  okfectives  and  selec 
investments  witk  confidence.  And  our  kroad  ckoice  of  fund  managers  will  suit  nearly  every 
investing  style.  We  work  witk  local  expert  administrators  to  support  you,  and  our  record  keeping 
is  kassle-free.  In  an  independent  national  survey  of  401(b)  providers,  Manulife  Financial  rated 
pTig  tke  top-fivfe  in  kotk  quality  »nd  value.  To. learn  more,  call  1- 888-M  ANULIFH.  Or  visit 
v'tiianulife.epm.  W^ketker  you're  looking  for  a  401  (k)  plan,  life  insuvranice,  or  annuities, 
i,'ll  find,  weVe 
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and  make  those  gifts.  This  makes  sense 
because  those  gifts  will  be  removed  ftom 
the  taxable  estate  rather  than  be  taxed  at 
an  estate  tax  rate  of  up  to  60%.   On  the 
other  hand,  if  other  resources  are  avail- 
able to  carry  out  the  gifting  program,  I 
would  advise  leaving  the  qualified-plan 
assets  alone  and  use  those  other  assets  to 
ftind  gifting,"  he  explains. 

€6tate  Planning 

In  the  past,  as  you  became  wealthier 
your  estate  became  increasingly  subject 
to  both  death  taxes  and  income  taxes 
on  retirement  plans.   Historically,  these 
implications  have  had  a  great  impact  on 
the  third  phase  of  a  retirement  strategy: 
estate  planning. 

"I  met  with  clients  who  were  literally 
pulling  their  hair  out,"  says  Barbara 
Humphrey,  first  vice  president  and  head 
of  trusts  and  estates  for  Republic 
National  Bank.   "Our  clients  did  their 
distribution  planning  and  estate-tax 
distribution  planning  with  the  15% 
excise  taxes  in  mind.  This  may  have 
been  optimal  for  their  tax  liability,  but 
for  long-term  distribution  planning 
perhaps  it  was  not  the  ideal  solution." 

Recent  changes  in  the  tax  law, 
however,  mean  that  investors  should 
review  their  estate  planning  strategies  as 
well  as  the  plans  they  have  in  place  for 
retirement.   "You  may  have  made 
tax-driven  decisions  that  are  no  longer 
appropriate,"  says  Humphrey.   "I  am 
urging  our  clients  to  revisit  their  benefi- 
ciary designations  and  estate  planning 
documents.   Like  much  tax  legislation, 


the  Taxpayer's  Relief  Act  of  1997 
appears  to  be  a  narrowly  drawn  con- 
cept, but  it  has  a  much  greater,-  impact 
than  people  think.  The  tax  law  changes 
allow  us  to  focus  more  closely  on  the 
proper  long-term  estate  and  retirement 
planning  issues  rather  than  the  short- 
term  tax  issues  that  were  driving  many 
of  those  designations." 

Humphrey  stresses  that  your  tax 
adviser  is  the  best  person  to  help  you 
wade  through  the  often  confusing 
changes  that  tax  laws  bring  to  the  estate 
planning  table.   "You  might  think  your 
will  is  fine,"  Humphrey  says,  "but  you 
will  need  to  have  your  attorney  review 
the  language  that  has  been  used.  You 
may  have  used  dollar  amounts  that  are 
no  longer  applicable  to  describe 
lifetime  transfers." 


New  York  Life's  Herrick  points  out 
that  since  sophisticated  estate 
planning  revolves  around  the  effort 
to  reduce  the  size  of  your  estate  sub- 
ject to  estate  taxes,  there  may  be 
tension  between  ensuring  that  you 
have  sufficient  retirement  reserves 
while  at  the  same  time  meeting  your 
estate  planning  goals. 

"First,  you  want  to  look  at  your  asset 
and  take  an  inventory  of  what  you're 
sitting  on,"  he  says.   "You  need  to 
differentiate  between  those  assets  you 
wish  to  spend,  or  spend  down,  and 
those  you  wish  to  keep.  You  may  say, 
'I  own  a  vacation  house  that's  never 
leaving  our  family.'  You  may  say,  'I 
want  to  keep  this  collection  of  vintage 
cars  for  my  children.'   It's  important  to 
decide  what  you  want  to  do  with  your 


Tax  law  changes  raise  implications  for      assets.   Once  you've  decided  that,  you 


estate  planning  issues  pertaining  to 
family-owned  businesses,  to  trusts  you 
may  have  already  established  and  to 
ways  you  may  use  the  unified  credit 
exemption.  The  pending  elimination 
of  the  additional  estate  tax  for  New 
York  residents  also  calls  for  a  review 
of  existing  plans,  Humphrey 
notes.   "It's  very  complicat- 
ed," she  says.   "This  area  is 
just  as  specialized  as  any 
area  of  medicine.  You 
need  a  competent 
trust  and  estate 
attorney  to  help 
with  this  part  of 
your  retirement 
planning." 


can  work  on  transferring  those  assets 
to  your  heirs."   • 

Cecily  Patterson  is  a  freelance  writer 
based  in  Portland,  Oregon. 


Recent  changes  in  the  tax  law  mean  that 
investors  should  review  their  estate  planning 
strategies  as  well  as  the  plans  they  have  in  place 

for  retirement. 
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mouth  water? 


Janus  Growth  and 
Income  Fund 


Average  Annual  Total  Returns  for 
Periods  Ended  September  30, 1997 


One  Year 
Three  Year 
Five  Year 
Life  of  Fund 


39.5290 
30.4406 
20.80% 
20.7796 


since  inception,  5/15/91 


Ask  Janus  Growth  and  Income  Fund  investors. 

They'll  tell  you  there's  nothing  quite  as  satisfying 
as  a  combination  fund  that  has  delivered  the  kind  of 
performance  you'd  expect  from  a  great  growth  fund. 
The  difference  is  the  Fund's  flexibility  to  beef  up 
growth  opportunities  when  conditions  are  right,  or  to 
increase  income  when  the  market's  iffy.  As  you  can  see  in  the  numbers, 
this  strategy  has  worked  well  over  time. 

But  it's  no  surprise.  It's  classic  Janus-style  stock  picking:  looking 
beyond  numbers  to  find  the  bigger  stories  behind  the  stocks,  no  matter 
what  the  market's  doing.  Exhaustive  research  turns  up  opportunities 
others  might  miss. 

So  tuck  in  your  napkin,  and  give  us  a  call  for  a  prospectus. 


Call  toll  free  at  1-888-445-5480 


or  send  for  a  prospectus  containing  more  complete 
information,  including  expenses.  Past  performance  does  not  guarantee  future  results.  Please  read  all  the 
materials  carefully  before  you  invest  or  send  money.  Write  to  Janus,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://www.Janus.com. 


Your  return  and  principal  value  will  vary,  and  shares  may 
be  worth  more  or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
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Get  there. 


Glooal  Private  Banking 


ECURITY  IS  THE  MAIN  REASON 
WHY  SO  MANY  CLIENTS  BANK 
WITH  US.  AND  STAY  WITH  US. 


Headquarters  of  Republic 

National  Bank  of  }^ew  York 
(Suisse)  S.A.  in  Geneva. 


Many  private  banking  clients  split  tneir  assets  tnree 
ways.  Tney  keep  a  part  lor  special  opportunities. 
Anotner  part  ror  longer-term  growtn.  And,  very 
importantly,  a  part  tney  know  is  absolutely  secure. 

At  Republic  we  are  well  equipped  to  provide  our 
clients  witb  all  tbree  options.  But  wbat  tne  bank  is  best 
known  ror,  world-wide,  is  its  outstanding 
security. 
We  assure  security  by  maintaining  some  oi  tbe 
strongest  capital  ratios  in  tbe  banking  industry,  a  bign 
degree  oi  operating  erriciency  and  an  excellent  and  diversi- 
fied loan  portiolio.  Our  credit  ratings  are  AA. 

Clients  sense  tbis  security  in  tbe  quality  or  our  service: 
personalized,  responsive,  but  meticulously  discreet.  Wbicb 
is  wby  tbey  bank  witb  us,  and  stay  witn  us.  Security  and 
service,  arter  all,  are  tbe  beart  and  soul  or  Republic. 


World  Headquarters  of 

Republic  Sational  Bank  of 

New  York  in  New  York. 


Ww  Republic  National  Bank  of  New  York" 

Strength.  Security.  Service. 

New  York  •  Geneva  •  London  •  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islanas  •  Copenhagen  •  Encino  •  Gibraltar  •  Guernsey 

Hong  Kong  •  Jakarta  •  Los    \ngeles  •  Lugano  *  Luxembourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo  •  Montreal  •  Moscow 

Nassau  •  Paris  •  i  'unta  ael  Este  •  Rio  ae  Janeiro  •  Santiago  •  Sao  Paulo  •  Singapore  •  Syaney  *  Taipei  •  Tokyo  •  Toronto  •  Zurich 


MEMBER  FDIC 
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Can  two  upstart  newspapermen  compete  with  the 
mighty  Los  Angeles  T/mesforad  dollars?  Richard 
Scudder  and  Dean  Singleton  aim  to  have  fun  trying. 

Encirclement 


By  Tim  W.  Ferguson 

"We're  probably  overconfident,"  Singleton  ran  a  New  Jersey  paper  for 
admits  84-year-old  Richard  Scudder,  Joe  Allbritton  and  was  struggling  to 
partner  to  the  more  visible  William  pay  for  newsprint  fi-om  an  operation 
Dean  Singleton,  46,  in  MediaNews  chaired  by  Scudder.  They  clicked,  and 
Group.  The  unlikely  duo  now  have  six  years  later  began  buying  together. 
140  newspapers,  mostly  small  ones.  By  now  they  know  the  drill:  Com- 
across  the  U.S.  The  latest  is  in  Long  bine  business  and  some  editorial 
Beach,  Calif.,  where  the  Press  operations  at  a  cluster  of  smaller 
Tele^iram,  bought  from  Knight- 
Ridder,  lies  within  the  home 
count)'  of  the  Los  Angeles  Times. 

A  certain  brashness  is  called  for. 
The  Press  Tele^iram  is  going  to  be 
a  challenge.  This  104,000-circula- 
tion  daily  has  lost  27,000  sub- 
scribers in  the  past  six  years  and 
was  a  drag  on  Knight-Ridder's 
earnings  growth.  Closely  held 
MediaNews,  through  its  Garden 
State  Newspapers,  paid  a  fire-sale 
price  (less  than  $100  million)  and 
plans  to  "cluster"  the  paper  with 
three  smaller  dailies  and  several 
weeklies  the  company  owns  in  Los 
Angeles'  San  Gabriel  Valley,  a  45- 
minute  drive  away. 

MediaNews  has  a  genius  for 
bunching  small  suburban  papers 
around  metro  areas,  skimming  off 
advertising  revenue  that  would 
otherwise  have  gone  to  the  big 
paper  in  the  city.  But  Long  Beach 
isn't  so  little — population  440,000.  It 
has  the  nation's  busiest  seaport  and,  readers.  They  run  their  papers  ft"ugal- 
nearby,  a  glistening  high-rise  water-  ly,  with  operating  profit  (net  before 
front.  It  has  big  city  problems,  too.  depreciation,  interest  and  taxes)  aver- 
Meantime,  an  even  bigger  piece  aging  25%  of  revenue, 
remains  on  the  editorial  gameboard  of  These  profits  have  been  depend - 
greater  Los  Angeles.  The  Daily  News,  able  enough  that  the  pair  have  been 
up  for  sale  by  Jack  Kent  Cooke's  able  to  do  almost  all  their  buying 
estate,  reaches  200,000  daily  sub-  with  borrowed  money,  a  mix  of  bank 
scribers  in  Los  Angeles'  San  Fernan-  debt  and  junk  bonds  totaling  just  less 
do  Vailey^ike  Long  Beach,  part  of  dian  revenues.  Thus  ha\'e  they  assem- 
the  territory  the  LA.  Times  regstrds  as  bled  a  $600  million  (expected  1997 
home.  Although  neither  Singleton  revenues)  chain  while  investing  virtu - 
nor  Scudder  will  say  so,  they're  ally  nothing  beyond  Scudder's  origi- 
known  to  want  the  Daily  News.  nal  $3  million. 

The  pair  go  back  to  1977,  when         When  Singleton  and  Scudder  have 
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MediaNews  Chairman  Richard  Scudder 
"Probably  only  we  could  make  this  work/ 


papers  wliile  attracting  big  advertisers 
with  a  competitive  cost  per  1,000 


tried  metro  dailies,  they  don't  buy 
prime  properties — monopoHes,  that 
is — that  only  giants  like  Gannett  and 
Knight-Ridder  can  afford.  Instead, 
they  have  bought  distressed  papers 
with  entrenched  local  competition. 
In  this  effort  the  MediaNews  record 
is  mixed.  The  company  missed  in 
both  Dallas  and  Houston,  but  has 
scored  in  Denver  with  the  come- 
fi-om- behind  Post. 

In  Long  Beach  and  at  the  Los 
Angeles  Daily  News,  should  that  be 
acquired,  MediaNews  will  be  taking 
on  local  papers  with  an  urban  cast. 
But  Singleton  says  they're  essentially 
both  suburban  daihes.  He  will  con- 
cede the  urban,  regional  voice  to  the 
Times.  Professionals  and  the  transient 
population  will  prefer  it.  He  wants 
the  moms  who  care  more  about 
the  kids'  schools  and  soccer  scores 
than  Mobutu's  flight  ft"om  Zaire. 
So  when  Mark  Willes,  Times- 
Mirror  Co.  boss  and  publisher  of 
the  Los  An£ieles  Times,  said  he 
wants  to  increase  his  1 -million  cir- 
culation by  50%,  Singleton  said 
okay.  When  the  Times  cut  the 
newsstand  price  in  half,  to  25 
cents,  forcing  papers  such  as  the 
Press  Telejjram  and  Daily  News  to 
match,  that  was  okay,  too.  Single- 
ton and  Scudder  say  they  can 
boost  circulation  even  as  Willes 
does. 

"We're  probably  the  only  ones 
who    could    make    this    work, 
because  of  our  clustering  strate- 
gy," says  Scudder  of  the  Long 
Beach  buy.  "Clustering  allows  you 
to  see  your  papers  without  living 
on  an  airplane."  Another  reason 
may  be  Singleton's  cmming  at  bring- 
ing down  labor  costs.  More  than  half 
of  the  Press  Tele^ram^s  employees  are 
unionized.  As  with  preWous  purchas- 
es. Singleton  has  structured  diis  deal 
so  he  hires  from  scratch.  Good-bye, 
Newspaper  Guild. 

So  are  they  going  to  damage  the 
Los  Angeles  Times}  No,  just  worry  it  a 
litde.  It'll  be  a  "fiin"  stab,  they  say. 

Two  men,  one  philosophy.  "Dean 
is  the  engine  of  the  company,"  Scud- 
der says.  "He's  smarter  than  I  am. 
He  gets  there  faster.  1  say  let's  do 
this.  He  says  we  started  on  Tuesday." 
Overconfident?  "Confident," 
Scudder  amends  his  \iew.  ^M 
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Of  course  we  can 


your  inforination 


on  the 


5'^=? 


nternet 


i 


After  all,  this  was  one  of  our  test  sites. 


No  one  has  more  experience  in  Internet  security  than 
GTE  Internetworking,  a  newly  formed  company  which  joins 
the  forces  of  GTE  and  BBN.  We've  developed  highly 
secure  networks  for  the  Department  of  Defense  and  the  U.S. 
Treasury.  And  now  our  security  experience  is  open  to  you. 

For  example,  through  our  partnerships  with  the 
government  we've  learned  it's  not  enough  to  simply 
connect  a  firewall  to  your  existing  network.  It  has  to 


be  rigorously  monitored  to  be  truly  bullet-proof.  GTE 
Internetworking  Site  Patror  managed  security  service  gives 
your  business  24-hour  expert  protection,  365  days  a  year. 

Considering  the  climate  of  business  today,  treating 
your  information  as  anything  less  than  a  matter  of  national 
security  just  isn't  enough. 

To  find  out  more,  call  us  at  800.472.4565,  or  visit 
us  at  www.internetworking.gte.com. 


fHJB 
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Vladimir  Potanin  was  a  good  Communist. 

He's  proving  liimself  to  be  an  even  better  capitalist. 

An  enthusiastic 
conveirt 


By  Paul  Klebnikov 

In  July  the  resort  town  of  Cannes  on 
the  French  Riviera  was  the  scene  of  a 
kind  of  summit  meeting  of  Russia's 
new  financial  oligarchs.  Billionaire 
banker  Vladimir  Potanin  was  there. 
So  was  Russia's  powerful  finance 
minister,  Anatoly  Chubais.  Rounding 
out  the  list  were  billionaire  car  dealer 
Boris  Berezovsky  {see  Side  Lines, 
p.  12)  and  media  magnate  Vladimir 
Gusinsky. 

A  25%  interest  in  Svyazinvest, 
Russia's  state-owned  telephone  hold- 
ing company,  was  about  to  go  on  the 
auction  block.  Between  them,  Bere- 
zovsky and  Gusinsky  control  two  of 
the  three  largest  TV  networks  in 
Russia.  They  wanted  to  keep  Svyaz- 
invest out  of  Potanin's  hands  lest  it 
interfere  with  their  near-monopoly 
ownership  of  the  Russian  media. 

At  the  Cannes  meeting,  Gusinsky 
did  most  of  the  talking. 

"He  argued  that  we  should  choose 
another  place  to  invest  our  money," 
Potanin  recalls.  "Berezovsky  sup- 
ported him,  arguing  that  Gusinsky 
had  done  a  lot  of  work  to  make  the 
privatization  of  Svyazinvest  possible 
and  that  he  should  have  preference." 

Potanin,  in  effect,  told  the  power- 
ful oligarchs  to  go  to  hell.  He  bid 
$1.9  billion  and  walked  off  with  the 
phone  company  shares.  Potanin's 
companies  put  up.  $300  million  and 
borrowed  $1.6  billion  from  a  foreign 
group  that  included  George  Soros' 
Quantum  Fund,  Deutsche  Morgan 
Grenfell  and  Morgan  Stanley  Asset 
Management. 

Gusinsky  griped  that  the  auction 
had  been  rigged.  Chubais  responded 
that,  on  the  contrary,  this  was  the  first 
genuinely  open  auction  of  Russia's 
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privatization  drive.  In  the  aftermath 
of  the  deal,  Berezovsky  was  ousted 
from  his  political  position  as  deputy 
head  of  the  Security  Council. 

When  the  smoke  had  cleared, 
Potanin  emerged  as  Russia's  most 
powerful  businessman,  putting  the 
somewhat  shady  Berezovsky  in  his 
shadow. 

Potanin  heads  up  a  commercial 
bank  called  Uneximbank  (assets,  $3 
billion)  and  an  investment  bank 
called  MFK  (assets,  $2  bilhon). 
Through  these  banks  Potanin  con- 
trols $10  billion  in  market  value, 
including  such  major  companies  as 
Russia's  fifth-largest  oil  company,  its 
biggest  metals  conglomerate,  its  best 
steel  company,  one  of  its  biggest  air- 
craft engine  manufacturers,  its  best 
optics  company  and  two  of  the  coun- 
try's largest  newspapers.  And  now 
Russia's  equivalent  of  the  old  AT&T. 

Since  the  power  of  the  Commu- 
nists and  most  of  the  Soviet-style 
industrial  managers  has  been  crushed, 
Russia  has  turned  into  a  batdeground 
between  competing  capitalist  groups. 
Broadly  speaking,  Russia's  big  busi- 
nessmen come  in  two  types. 

One  type  is  an  entrepreneur  who 
started  with  nothing,  made  his  way 
through  the  world  of  black- market 
trading,  loan-sharking  and  street- 
corner  racketeering  and  finally 
emerged  at  the  top  of  a  heap.  Gusinsk)' 
and  Berezovsky  fall  in  this  category. 

The  other  type  is  exemplified  by 
Potanin  and  the  bosses  of  giant  compa- 
nies like  Lukoil  and  Gazprom.  They 
didn't  need  to  intern  in  the  street- 
corner  black  market  because  they 
already  held  power  under  the  old 
system.  They  simply  translated  this  from 


Uneximbank  boss 
Vladimir  Potanin 
Yesterday  he  was 
the  banker  to 
the  old  Russian 
establishment; 
today  he  rules 
the  roost. 


commimist  power  to  capitalist  power. 

Vladimir  Potanin,  36,  was  born  in 
Moscow.  His  father  worked  at  the 
Ministry  of  Foreign  Trade.  He  stud- 
ied at  the  prestigious  Moscow  State 
Institute  of  International  Relations 
(where  much  of  the  Soviet  diplomat- 
ic corps  was  groomed),  joined  the 
Communist  Party  and  took  a  job  at 
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his  father's  old  ministry. 

Then  the  Berlin  Wall  fell,  and  it 
became  clear  to  the  more  quick- 
witted members  of  the  old  establish- 
ment that  the  Soviet  system  was 
doomed.  Leading  government  offi- 
cials began  to  set  up  indepencicnt 
companies  with  Western-style  man- 
agement, simply  using  their  political 


clout  to  grab  control  of  assets  whose 
real  ownership,  with  the  collapse  of 
the  Soviet  state,  was  in  limbo. 

Potanin  tells  Forbes  that  he  and 
some  colleagues  from  die  ministry  set 
themselves  up  in  business  with 
$10,000  in  1990  to  handle  the  for- 
eign trade  of  relatively  humble  enter- 
prises in  fields  such  as  agriculture  and 


consti-uction.  "Not  one  of  my  share- 
holders was  a  company  witii  a  global- 
ly known  name,"  he  says.  What  he 
may  have  had — though  Potanin 
denies  it — was  the  patronage  of  the 
deputy  minister  of  foreign  trade  and 
the  powerful  international  depart- 
ment of  the  Communist  Part)'  Centi-al 
Committee.  There's  no  question  that 
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Potanin  was  the  desig- 
nated heir  of  a  large 
chunk  of  the  Soviet 
empire.  Some  of  his  early 
trades  were  multimillion- 
dollar  arms  deals.  Soon 
Potanin  had  crucial  for- 
eign trade  licenses  and 
some  huge  clients. 

In  1992  he  teamed  up 
with  an  ambitious  young 
government  banker, 
Mikhail  Prokhorov,  and 
established  MFK  (Interna- 
tional Finance  Co.). 
They  next  established  a 
full-service  commercial 
bank,  Uneximbank,  and 
tapped  the  clients  of  a 
defunct  Soviet-era  giant, 
VE  Bank,  which  used  to 
handle  most  of  the  U.S.S.R.'s  foreign 
trade  finance. 

In  1995  Potanin  decided  to  go  to 
the  next  stage.  Rather  than  just 
finance  big  companies'  trade  deals,  he 
decided  to  buy  the  companies  them- 
selves. Thus  was  born  the  idea  for  the 
infamous  "loans-for-shares"  auctions, 
a  gigantic  boondoggle  in  which  the 
leading  Russian  banks  lent  the  gov- 
ernment less  than  $1  billion  in  return 
for  big  equity  stakes  in  the  best 
industrial  companies. 

Through  these  auctions  Potanin 
walked  off  with  several  glittering 
prizes,  including  control  of  oil  giant 
Sidanco  (estimated  reserves,  11  billion 
bbl.  oil  equivalent)  and  Norilsk  Nickel, 
which  owns  35%  of  the  world's 
reserves  of  nickel,  10%  of  its  copper 
and  40%  of  its  platinum  group  metals. 

The  loans-for-shares  auctions  were 
clearly  rigged.  Not  only  were  for- 
eigners barred  firom  participating,  but 
many  Russian  banks  were  kept  out  of 
the  charmed  circle.  While  the  process 
seems  to  have  been  legal,  the  prices 
Potanin  paid  were  little  better  than 
theft.  He  acquired  a  51%  stake  in 
Sidanco  for  $130  million.  Two  years 
later  that  stake  has  a  market  value  of 
$3.2  billion. 

Potanin's  Uneximbank  benefits 
from  handling  the  accounts  of  these 
giant  companies,  as  well  as  those  of 
big  government  agencies  like  the 
State  Customs  Committee.  Much  of 
that  government  money  will  be 
pulled  out  by  the  end  of  this  year,  as 
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Renaissance  Capital's  Bons  Jordan 
The  American  financier  has  been  a 
channel  for  billions  of  dollars  from 
George  Soros,  Morgan  Stanley  and 
other  Western  investors. 


the  Russian  government  transfers  to 
a  treasury- based  system  of  finance. 
But  Potanin,  who  served  briefly  as 
Russia's  deputy  prime  minister  in 
1996-97,  has  long  had  the  use  of 
these  balances. 

Potanin  rejects  the  claim  that  he 
had  special  access  to  government 
accounts.  He  says  he  opposed  the 
less-than-open  auction  procedures 


but  was  overruled  by  the  govern- 
ment. "Our  rapid  success  was  due  to 
a  correct  choice  of  strategy  and  the 
choice  of  a  good  team,"  he  says. 

He  does  have  a  point.  In  1995 
Uneximbank  was  the  first  Russian 
bank  to  get  a  full  banking  license  in 
Switzerland.  Potanin  has  earned  the 
trust  of  Western  financial  institutions. 
Potanin's  banks  have  attracted  billions 
of  dollars  fi-om  George  Soros  and  tiie 
Ziff  family  and  from  institutions  like 
Morgan  Stanley.  No  other  Russian 
bank  can  boast  anything  close  to  that. 

A  key  to  Potanin's  success  with 
Western  investors  has  been  his  long- 
standing partnership  with  American 
financier  Boris  Jordan.  Jordan,  31, 
first  met  Potanin  in  1993,  when  he 
was  looking  for  a  Russian  bank  to 
handle  the  accounts  of  the  highly 
successful  Russian  brokerage  opera- 
tion he  was  running  for  Credit  Suisse 
First  Boston.  Two  years  later  Jordan 
left  Credit  Suisse  First  Boston  with 
most  of  his  Russia  team,  to  set  up  a 
new  investment  bank  called  Renais- 
sance Capital.  One  of  his  founding 
shareholders  was  Potanin. 

Today  the  Renaissance  brokerage 
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operation,  now  merged  with  mfk, 
boasts  over  $1  billion  in  assets  and 
$215  million  in  equity;  it  also  runs 
the  $900  million  Sputnik  funds  for 
eight  limited  partners. 

Potanin  is  clearly  on  a  roll.  When 
Boris  Yeltsin  fired  Berezovsky  from 
the  Russian  Security  Council,  the 


Russian  president  also  enacted  a 
decree  Potanin  has  long  lobbied  for: 
removing  all  restrictions  on  foreign 
investment  in  Russian  oil  companies. 

One  reason  Potanin  wanted  the 
decree  is  that  he  needs  foreign  money 
on  a  big  scale  to  pursue  his  ambi- 
tions. Within  a  month  he  will  be  bid- 
ding for  the  big  state-owned  oil  com- 
pany Rosneft  (estimated  reserves,  8 
billion  bbl.  oil  equivalent),  which 
owns  stakes  in  the  Caspian  Pipeline 
Consortium  and  the  Sakhalin  Island 
and  Timan  Pechora  projects.  Rosneft 
could  go  for  up  to  $3  billion. 

Early  next  year  Potanin  will  bid  for 
the  second  tranche  of  Svyazinvest 
(24%),  probably  in  partnership  with  a 
Western  telecommunications  compa- 
ny. The  stake  could  go  for  over  $2 
billion.  Further  down  the  road, 
Potanin  is  negotiating  with  the  gov- 
ernments of  China  and  South  Korea, 
as  well  as  with  British  Petroleum  and 
several  Japanese  oil  companies,  to 
collaborate  on  a  $12  biUion  project 
to  develop  the  Kovykta  natural  gas 
field  in  central  Siberia  and  pipe  the 
gas  to  China  and  South  Korea. 

The  new  decree  paves  the  way  for 
Potanin  to  tap  foreign  capital.  "A 
banker's  strength  comes  not  from  the 
assets  he  owns  but  from  the  capital  he's 
able  to  channel,"  says  Jordan.  "We've 
always  been  stronger  than  our  competi- 
tors because  we're  able  to  channel  more 
capital,  both  domestic  and  foreign." 

Berezovsky  and  his  pals  haven't 


given  up.  With  their  power  over  the 
media,  you  can  expect  them  to 
launch  full-scale  attacks  on  Potanin 
and  his  interests.  Of  that  July  meet- 
ing with  Chubais  in  Cannes,  where 
Gusinsky  suggested  that  Potanin  take 
his  money  elsewhere,  Potanin  recalls: 

"In  the  course  of  the  conversation, 
it  was  made  clear  both  to  me  and  to 
Chubais  that  if  the  S\yazinvest  auction 
did  not  end  with  a  victory  [for  Bere- 
zovsky and  Gusinsk)^],  they  would 
retaliate  through  various  measures, 
including  a  press  war  and  attempts  to 
overturn  the  results  of  the  auction." 

The  resulting  sleaze  war  has 
reached  astonishing  proportions.  In 
the  Berezovsky-  and  Gusinsky-con- 
trolled  media,  members  of  the  gov- 
ernment who  helped  design  the 
Svyazin\'est  auction  ha\'e  been  accused 
of  taking  bribes  from  Potanin,  leaking 
him  crucial  information,  and  possibly 
serving  in  the  pay  of  the  CiA. 

Given  conditions  in  Russia  today,  the 
bribery  charges  may  have  some  merit. 

Meanwhile,  though  Potanin  has 
proved  to  be  a  shrewd  buyer,  he  has 
yet  to  prove  himself  a  competent 
manager.  Take  Norilsk  Nickel.  This 
year  its  pretax  profits  are  down  by 
two-thirds,  to  a  projected  $100  mil- 
lion. Tax  arrears  and  debts  have  risen 
to  an  estimated  $1.7  billion.  None  of 
the  big  investments  that  Norilsk  so 
badlv  needs  have  materialized.  As  the 
asset  grabs  go  on,  Russian  industry 
remains  in  sad  condition.  Hi 


An  industrial  empire  in  the  making 


Company 


Business 


%  ownership 


Svyazinvest 


telecom 


25% 


Sidanco 


oil  &  gas 


96 


Norilsk  Nickel 


metals 


55 


Novolipetsk  Metallurgical 


steel 


51 


Perm  Motors 


aircraft  engines 


Lomo 


optics 


33 


51 


Partners 


Company's 

current  market  cap 

($mil) 


Quantum  Fund 

Morgan  Stanley  Asset  Management 

Deutsche  Morgan  Grenfell 


$7,5001 


British  Petroleum^ 


6.341 


1,172 


Cambridge  Capital  Management 
Sputnik  funds 


958 


83 


20 


'  Based  on  purchase  price  of  25%  for  $1,875  billion.  ^  British  Petroleum's  purchase  of  10%  stake  is  pending. 

Sources:  Uneximbank;  Brunswick  Brokerage;  MC  Securities;  Forbes  estimates. 


A  sampling  of 
Vladimir  Potanin's 
industrial  proper 
ties  reveals  some 
of  the  crown  jew- 
els of  the  Russian 
economy.  Within 
the  next  several 
months  Potanin 
plans  to  spend 
billions  more  to 
expand  his 
telecom  and 
oil  holdings. 
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11  Strength,     flexibility,     a 

(I       healthy  competitive  spirit.  It's  no  wonder  that, 

in    1972,   Toyota   established   its  first   U.S. 


NOW 


HE    BEST 


BODY 


b  U  I  L  D  E  R  S 


can  be  fo  und 


n    CALIFORNIA. 


■\oS 


Ota    tr^ck    body    p/^^^ 


Ca/ifornia,    US^ 

manufacturing  plant,  for  building  truck  body 
components,  in  Long  Beach,  California. 

Since  the  establishment 
of  our  national  sales  headquarters  in  Torrance 
nearly  40  years  ago,  Toyota's  California  opera- 
tions have  been  a  cornerstone  of  our  $7  billion 
investment  in  U.S.  manufacturing  and  jobs. 
Today,  Toyota  directly  employs  more  than 
20,000  Americans,  not  just  in  California,  but 
in  communities  from  coast  to  coast. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
understands  the  importance  of  investing 
locally,  to  ensure  that  the  vehicles  and  com- 
ponents we  sell  meet  the  specific  needs  of  all 
our  customers  -  wherever  they  may  be. 

That's  why.  in  communi- 
ties all  around  the  world  -  from  California,  to 
Australia,  to  Thailand  and  beyond  -  Toyota 
vehicles  and  components  are  being  built  by 
the  same  people  who  drive  them. 

Local  investment.  It  not 
only  builds  better  vehicles,  it  helps  people  in 
communities  like  Long  Beach  go  from 
strength  to  strength. 

TOYOTA  People  Drive  Us 
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Though  he  owns  just  1.5%  of  SAIC's  stock 
J.  Robert  Beyster  doesn't  have  to  worry  ' 
about  what  Wall  Street  analysts  think  of  his 
company.  His  bosses  work  for  him 


By  Carolyn  T.  Geer 

JTROBERT  Beyster,  73,  founder  and  chief  executive  officer 
ot  bcience  App  ications  International  Corp.  in  San  Diego 
'  Cahf ,  has  built  one  hell  of  a  company.  He  opened  the 
doors  in  1969  as  a  scientific  consulting  firm  with  a  dozen 
employees.  Today  s.^c  is  a  25,000-emplovee,  high-tech  pox'" 
erhouse  that  recentiy  brought  its  revenues  to  S3. 4  biUio^n  bv 
acquiring  Bellcore  the  Morristown,  N.J.-based  research  arm 
of  the  regional  Bell  operating  companies 

Had  Beyster  kept  100%  of  s.^c,  he'd  be  ^vorth  nearlv  S2  bil- 
ontoda>.  Instead  he  owns  just  1.5%,  cashable  for  about  S27 
million.  Most  of  the  rest  belongs  to  employees  at  all  levels 
How  does  Beyster  feel  about  leaving  so  much  monev  on  Z 
table.'  Pretty  good.  "Hou-  much  monev  can  vou  spend 
an^.^-ay.-'  asks  the  nuclear  physicist,  uho  carries  work  home  n 
brown  paper  bags. 

SAJC  is  a  high-technolog>'  research  and  engineering  firm,  die 
55th-largest  private  company  in  .America  before  the  Bellcore 
deal.  Include  that,  and  s.^c  rises  to  number  41  m  the  rankings 

.KnvoTlr  ■"  l'"''^'"["  '^"P"'"'  ^"'^  telecommunications 

ZZn^n\  '  '•''  '""'"S  ^^^^  of  employee  compen- 

sation  and  motivation. 

reXt  l"'"  ""^P'°>'^";"^o  Stakeholders,"  Beyster  savs.  ^I 
■   rt  T'  •'  n'"^"  '  difference,  and  I  dunk  it's  tkir."  Bex^ster 

oti  er  100/  r,''M^K''"P'".""  --  ^0%  of  tiie  companvi  the 
other  10 /o  is  held  by  consultants  or  emploNees  xNho  left  in  the 
early  days  before  s^mc  instituted  a  requirement  diat  departing 
ovvners  sell  their  shares  back  to  the  companx-  ^ 

Beyster  conducted  a  stud>'  a  tc^v  years  ago  and  found  that 
among  employees  uho  had  been  at  SAic  a? least  three  y^rs 
hose  who  had  newer  bought  stock  had  a  turnoNer  rate  ofm 
while  tiiose  who  had  bought  stock-no  matter  hou-  littie-^d 
a  turnover  rate  of  just  5%. 

buvTlVV'"'''.  T''"''  ^°'  '^'  ^'"'  ""<^  >^«"  set  a  chance  to 
bu>  addmonal  shares,  in  proportion  to  the  value  of  die  con- 

.  n  t        '  u  ^"''  "']'  P"''  ^'^ '"  '^''^''''''  ''-''^^^  of  retirement 
ret'emni'"  "'  ^^-'^incentive  plans  at  s..ic;  its  four  dif: 
terent  employee-ownership  programs  are  among  the  most 
sophisticated  in  the  country. 

The  retireiiient  plans  serxe  as  a  base  for  broad  employee 
o..iership.  The  company's  401(k)  plan  allows  emplo^'ees  o 
choose  between  various  Vanguard  funds  and  S.MC  stock  the 
company's  matching  contribution  is  made  in  saic  stock 

Had  Bob  Beyster,  SAIC  founder  and  1.5% 

t^Hfr'  ''''S*  "^"^°  ^^  *''^  ^°'"P^"y'  ^^'^  be  worth 
^2  billion.  How  does  he  feel  about  that?  "How 

much  money  can  you  spend  anyway?"  he  asks. 
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A  scientific  journey 

1951  A  rocket  scientist  is  launched. 
At  Los  Alamos  National  Laboratory, 
Beyster  researches  neutrons  using  a 
water  boiler  reactor  and  a  Van  de 
Graaff  generator  to  split  atoms. 

1957  Rising  through  the  ranks. 
Beyster  heads  accelerator  physics 
department  at  General  Atomic,  later 
bought  by  Gulf  Oil. 

1969  On  his  own.  Launches  Sci- 
ence Applications  Inc.,  to  become 
Science  Applications  International 
Corp.,  with  two  government  contracts 
for  nuclear  power  and  weapons 
research. 

1974  A  bear  market  bull.  Beyster 
forms  registered  broker-dealer.  Bull, 
Inc.,  to  handle  all  employee  saic  stock 
trades. 

1980  Surveying  the  wreckage.  Fol- 
lowing accident  at  Three  Mile  Island, 
SAic  is  asked  to  conduct  a  post- 
mortem, analyzing  data  from  the 
reactor. 

1983  Out  for  revenge.  Beyster 
begins  designing  America's  Cup  chal- 
lenger Stars  &  Stripes  after  U.S.  loses 
yacht  race  for  first  time.  Four  years 
later  it  wins  back  the  cup. 

1986  Dr.  B's  big  idea.  Endows 
Foundation  for  Enterprise  Develop- 
ment to  promote  concept  of  employee 
ownership. 

1987  First  big  buy.  Beyster  acquires 
AMSEC,  $20  million  (sales)  provider  of 
ship  engineering  and  maintenance 
services  to  U.S.  Navy. 

1995  Internet  believer,  saic  buys 
Network  Solutions,  revenues  $6.5  mil- 
lion, exclusive  registrar  for  Internet 
domain  names,  such  as  .com,  .org 
and  .gov. 

1996  Going  global.  Forms  a  joint 
venture  with  Petroleos  de  Venezuela 
(pdvsa),  world's  second-largest  oil  pro- 
ducer, to  provide  information  technol- 
ogy services  to  pdvsa. 

1997  Master  investor.  Sells  24%  of 
Network  Solutions  to  public  at  a  price 
50  times  what  he  paid.  Acquires  Bell- 
core with  $300  million  in  public  debt. 


There's  also  an  Employee  Stoek 
Ownership  Plan  (hsop)  that  covers 
everyone. 

Then  there  are  stock  incentive  pro- 
grams designed  to  reward  and  retain 
particularly  good  workers.  SAIC  sets 
aside  shares  each  year  to  be  offered  as 
stock  options  and  stock  boriuses  to 
employees  based  on  their  individual 
performances — as  with  the  rewards 
for  landing  new  contracts.  By  year- 
end,  about  half  of  the  employees 
receive  shares.  Options  and  bonuses 
vest  after  four  years. 

Finally,  every  year  200  employ- 
ees— identified  as  future  leaders — 
each  get  $25,000  in  saic  stock  in  a 
trust  that  vests  over  seven  years.  The 
vesting  provides  the  "glue,"  as 
Beyster  calls  it:  what  they'd  forfeit  if 
they  left  the  company. 

Unlike  other  private  companies 
that  require  employees  to  sell  their 
shares  back  to  the  company,  SAic-ites 
can  trade  with  each  other  through 
Bull,  Inc.,  SAic's  registered  broker- 
dealer.  In  short,  the  company  main- 
tains an  internal  stock  market,  where 
employees  can  buy  or  sell  shares;  the 
only  restriction  is  that  the  market  is 
limited  to  people  who  work  at  SAIC. 

The  SAIC  board  sets  its  company's 
stock  price  four  times  a  year,  using  a 
formula  based  on  net  income,  shares 
outstanding  and  a  "market  factor" 
monitored  by  investment  bank 
Houlihan  Lokey  Howard  &  Zukin. 
The  market  factor  values  the  stock  at 
a  multiple  consistent  with  publicly 
traded  peers  such  as  Computer  Sci- 


ences and  Electronic  Data  Systems. 

One  thing  SAlc;  stakeholders  need 
not  worry  about:  sudden  market 
crashes.  During  the  1987  crash,  when 
the  stock  market  fell  20%,  SAIC  shares 
dropped  only  5%.  After  this  year's 
October  swoon,  saic  stock  programs' 
director  Karen  Garsson  didn't  get  a 
single  shareholder  call. 

Whether  because  of  the  nature  of 
ownership  or  despite  it,  saic  has  been 
a  terrific  growth  stock.  In  the  fiscal 
year  ended  Jan.  31,  1997,  SAic  shares 
returned  34%,  beating  the  s&P's  26% 
gain.  Over  the  past  five  and  ten  years, 
the  stock  posted  annualized  returns 
of  18.4%  and  14.3%,  respectively,  in 
line  with  the  s&p's  17%  and  14.5% 
returns  for  the  same  periods. 

Several  hundred  of  SAic's  25,000 
employees  are  millionaires.  Many 
more,  undoubtedly,  will  become  rich. 

Narri  Cooper,  34,  a  director  in 
SAic's  management  information  sys- 
tems' department,  has  worked  at  the 
company  for  more  than  a  decade.  She 
explains  what  ownership  in  the  firm 
means  to  her:  "When  I'm  making  a 
decision,  I  don't  just  make  it  as  an 
information  technology  manager,  I 
make  it  as  an  owner." 

SAIC  makes  sure  she  feels  like  an 
owner,  too.  "You  have  to  have  a  pro- 
gram of  participation  for  the  employ- 
ees as  well,  whereby  they  can  ask 
questions,  help  solve  problems,  help 
direct  the  company,"  says  Beyster.  At 
SAIC,  9  employees  sit  on  the  22- 
person  board,  alongside  former 
Defense  Department  hea\yvveights 


SAIC  bests 
the  market 


SAIC'S  stock  is 
priced  quarterly 
with  a  formula 
based  on  SAIC's 
net  income  and 
the  P/Es  of  pub- 
licly traded  peers. 


,««  ^^«  S&P  500  versus  SAIC's  stock  price  (ratio  scale  1973  =  100) 
100,000  E ^^— * 


10,000  = 


1,000 


S&P  500 


►  SAIC 


10 


1/73 


1/80  1/90  10/97 

Sources:  SAIC  company  reports:  Standard  &  Poor's. 
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The  book  on  Dr.  B. 

Like  a  lot  of  high-tech  success  stories,  saic  had  pre- 
carious beginnings.  At  the  age  of  45 — a  somewhat  late 
start  for  an  entrepreneur — J.  Robert  Beyster  rented  a 
small  office  next  to  a  ballet  studio  in  La  Jolla,  Calif. 
Dancers  pirouetted  past  the  window  as  he  and  a  dozen 
fellow  physicists  worked  nights  and  weekends  calculating 
such  things  as  the  output  of  a  nuclear  weapon  in  the  first 
'     fraction  of  a  second  after  detonation.  This  was  in  1969. 

Beyster,  an  engineering  and  physics  graduate  of  the 
University  of  Michigan,  had  served  as  a  lieutenant  com- 
mander in  the  Navy  during  World  War  IL  After  earning 
his  Ph.D.  in  1950,  he  worked  at  Westinghouse  in  Pitts- 
burgh and  at  the  Los  Alamos  National  Laboratory  in 
New  Mexico,  where  he  conducted  research  on  neutrons 
using  a  water  boiler  reactor  and  a  large  Van  de  Graaff 
generator.  In  1957  he  joined  defense  contractor  Gener- 
al Atomic  in  San  Diego  as  head  of  the  accelerator  physics 
department. 

His  entrepreneurial  career  was  launched  when  Gulf 
Oil  took  control  of  General  Atomic  in  1968  and  shift- 
ed its  focus  from  research  to  manufacturing  huge 
nuclear  reactors.  Beyster  decided  to  start  his  own  com- 
pany, taking  a  handful  of  fellow  refugee  researchers 
with  him. 

Beyster  is  shy  and  soft-spoken;  a  slight  stoop  makes 
him  look  a  bit  shorter  than  his  6  feet  2  inches.  He  cares 
litde  about  appearances:  When  Forbes  interviewed  him, 
he  was  wearing  white  socks  with  a  blue  suit.  He  has  had 
only  one  wife,  Betty  Jean,  whom  he  married  in  1955. 
He  has  three  grown  children;  one,  Jim,  is  a  worker  bee 
at  SAIC. 

Dr.  B.'s  one  indulgence  is  a  54-foot  custom-made  sail- 
boat. Blue  Moon,  crafted  with  SAic's  performance-simu- 
lation and  fluid-dynamics  software.  The  former  Navy 
man  is  the  driving  force  behind  SAic's  involvement  in 
every  America's  Cup  campaign  since  1983,  when  the 
U.S.  lost  the  famed  yacht  race  for  the  first  time.  For  the 
year-2000  contest  in  New  Zealand,  SAIC  is  donating 
technology  and  expertise  to  design  the  mast  and  sails  for 
the  AmericaOne  syndicate  backed  by  Netscape's  James 


Clark  and  McCaw  Cellular's  John  McCaw. 

The  guy's  clearly  a  workaholic.  To  keep  fit  for  the  daily 
battle,  he  runs  4  miles  a  day,  often  conducting  business 
while  jogging  with  executives:  SAIC  staffers  who  jog  with 
him  often  stash  notepads  in  their  g}^m  socks.-C.T.G.  ^ 


Like  most  entrepreneurs,  Beyster 
is  a  workaholic.  He  runs  4  miles  a  day, 
often  conducting  meetings  en  route. 


like  retired  U.S.  Navy  Admiral  B.R. 
Inman.  Employees  at  all  levels  regu- 
larly discuss  SAic's  business  opportu- 
nities in  areas  such  as  wireless  tech- 
nology, the  year-2000  problem, 
electronic  commerce,  computer  secu- 
rity and  the  Internet. 

"There  is  a  certain  Darwinian 
chaos  that  exists  within  SAic,"  ex- 
plains Brian  Weaver,  a  health  care 
technology  expert  who  joined  SAIC 
three  years  ago  after  working  at  IBM 
and  running  his  own  biotechnology 
company.  "SAic  is  an  enormous 
enterprise  incubator,"  Weaver  says. 
"Good  ideas  quickly  rise  to  die  top  of 


the  organization,  and  you  are  per- 
mitted absolute  latitude  to  assemble 
the  necessary  resources  and  go  for- 
ward and  build  your  idea.  Ultimately 
you  are  judged  by  your  performance 
in  the  marketplace." 

Dr.  B.,  as  Beyster  is  known  by  close 
associates,  rarely  sits  for  interviews. 
But  he  talked  with  Forbes  in  good 
part  because  he  wants  to  propagate 
his  concepts  of  employee-ownership. 
In  1986  he  set  up  a  nonprofit  orga- 
nization to  promote  the  idea  of 
employee-owned  companies.  His  La 
Jolla,  Calif  Foundation  for  Enterprise 
Development  helps  companies  set  up 


equity  compensation  plans.  Recent 
private-company  converts  include 
two  temporary  placement  agencies 
that  specialize  in  engineering  and 
financial  jobs,  a  travel  agency  and  a 
paging  company,  according  to  associ- 
ate director  Ronald  Bernstein. 

Beysterism  is  spreading.  "In  the 
last  few  years  we've  seen  a  dramatic 
increase  in  privately  held  companies 
that  give  everybody  stock  options," 
reports  Corey  Rosen,  director  of 
the  National  Center  for  Employee 
Ownership.  What  are  these  compa- 
nies finding?  That  sharing  the  \\'ealth 
with  their  worker  works  wondei-s.    ^ 
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How  can  private  companies  compete  with  publicly 
owned  businesses  for  star  talent?  More  and  more 
of  them  are  experimenting  with  various  forms 
of  employee  participation. 

Sharing  the  wealth, 
capitahst-style 


By  Carolyn  T.  Geer 

As  IT  IS  ALMOST  EVERYWTiERE,  busi- 
ness is  humming  at  privately  held 
companies  across  America.  Revenues 
at  the  500  largest  private  companies, 
as  ranked  by  Forbes,  rose  almost  7% 
last  year,  to  $805  billion.  But  in  one 
sense  private  companies  are  orphans 
at  the  feast.  They  are  foreclosed  from 
tapping  the  flood  of  cheap,  long-term 
capital  currendy  pouring  into  equit)' 
markets. 

At  least  as  limiting,  they  have  no 
cheap,  readily  available  currency  for 
rewarding  top-performing  managers 
and  employees.  High  salaries  and 
bonuses  are  no  longer  enough  to 
attract  and  keep  talent.  Stock  options 
and  other  share -based  incentive  plans 
work  wonders  in  keeping  restless 
employees  on  the  job.  A  1997  study 
by  William  M.  Mercer  consultants 
found  that  30%  of  the  largest  U.S. 
companies  have  stock  option  plans 
for  more  than  half  their  employees, 
up  from  17%  five  years  ago. 

"People  at  public  companies  are 
accumulating  wealth  at  a  rate  never 
before  seen  in  history,"  says  George 
Bailey,  a  compensation  consultant 
with  Watson  Wyatt  Worldwide.  Sili- 
con Valley  teems  with  multimillion- 
aires who  are  barely  30  years  old.  So 
does  Wall  Street. 

Most  privately  owned  companies 
have  yet  to  deal  with  the  problem  of 
matching  the  incenti\es  that  publicly 
owned  companies  can  offer.  Michael 
Butler,  a  compensation  expert  with 
consultants  Hewitt  Associates,  says: 
"Most  everyone  knows  the  old  deal  is 
dead.  We  haven't  fully  figured  out 
what  the  new  deal  is,  but  part  of  it 


has  to  be  an  opportunity  for  employ- 
ees to  share  in  the  success  of  the 
organization." 

Dean  Steward  knows  this.  Owner 
of  a  $40  million  (revenues),  250- 
employee  mechanical  engineering 
firm  in  Colorado  Springs,  Steward's 
family  has  been  in  the  business  for 
100  years.  This  year  he  set  up  the 
company's  first  stock  purchase  plan. 
He  says,  "With  all  the  downsizing 
that's  occurred,  you  have  to  do 
something  to  get  employees  to  feel 
that  they  belong.  Other\\ise,  you  get 
only  so  much  of  their  loyal t}^" 

Levi  Strauss  &  Co.,  the  $7.1  bil- 
lion (revenues)  jeansmaker,  agrees. 
Last  year  the  San  Francisco  company 
dissolved  its  employee  stock  owner- 
ship plan  in  a  leveraged  buyout, 
replacing  it  with  a  profit-sharing 
device  it  calls  the  Global  Success 
Sharing  Plan.  Chairman  Robert  Haas 
felt  the  ESOP  was  unfair  because  it 
benefited  mostly  middle  managers 
and  because  overseas  workers  could 
not  participate. 


The  new  plan  is  a  novel  one  anc 
oriented   to   the   long   term.    Levi 
Strauss  will  reward  all  37,000  employ- 
ees— from  the  factory  floor  in  Cape  I 
Town,  South  Africa  to  the  executive] 
suite  in  San  Francisco — with  a  one- 
time cash  payment  equal  to  their  I 
1996  salaries  if  the  company  meets  a 
cash  flow  target  of  $7.6  billion  by] 
November     2001.     Levi     Strauss' 
employees  are  what  Stanford  Univer- 
sity economist  Edward  Lazear  calls 
"implicit"  owners  of  the  company. 

At  $1  billion  (revenues) 
Bloomberg  Financial  Markets  of  New 
York,  every  one  of  the  financial  infor- 
mation company's  4,000  employees 
is  given  a  certain  number  of  certifi- 
cates each  year.  The  value  of  the  cer- 
tificates is  based  on  the  number  of 
Bloomberg  terminals  leased  during 
the  following  two  years.  If  an 
employee  leaves  the  company  before 
the  two  years  are  up,  he  forfeits 
unvested  certificates. 

Founder  Michael  Bloomberg  says 
a  traditional  profit-sharing  plan 
would  present  a  conflict  for  a  fast- 
growing,  private  firm  like  his  that  for 
perfectly  sound  tax  reasons  is  in  no 
hurry  to  maximize  reported  profits. 
Revenue  sharing  works  better,  he 
says,  "because  ever)'body  wants  to  see 
the  revenue  go  up.  The  more  1  rein- 
vest in  the  company,  the  happier  the 
employees  are,  because  that  leads  to 
more  revenue." 

Omaha-based  Peter  Kiewit  Sons', 
Inc.  takes  a  different  direction. 
Employees  of  the  $2.9  billion  (rev- 
enues) diversified  construction  com- 
pany aren't  given  stock  outright,  but 
workers  who  meet  certain  perfor- 
mance measures  are  given  the  chance 
to  buy  shares  every  year.  Over  six 
weeks,  Kenneth  Stinson,  chairman  of 
Kiewit's  construction  group,  and  a 
team  of  managers  review  the  record 
of  every  employee — from  craft  super- 
intendents on  up — identifying  poten- 
tial leaders  and  deciding  which 
employees  should  be  invited  to  buy 
stock.  Kiewit  employees  can  arrange 
bank  loans  on  easy  terms  to  finance 
their  purchases. 

Kiewit  has  no  pension  or  profit- 
sharing  plan  for  its  shareholder 
employees,  who  number  about  40% 
of  the  company's  2,600  salaried 
workers.  When  they  retire  they  can 
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Capitalist  populists:  giving  the  rank-and-file  a  little  piece  of  the  action 


Company 


Business/ revenues 


Stakeholder  plan 


Company  payofi 


Bloomberg  Financial  Markets 

New  York,  N.Y. 


on-line  financial  data,   _    Certificates  given  yearly  allow  4,000 
business  news  services      employees  to  share  in  firm's  revenue  growth. 
$1  billion  Redeemable  for  cash  two  years  later. 


annual  revenues 
up  30%  on  average 
durmg  the  past  four 
years 


Levi  Strauss 

San  Francisco,  Calif. 


world's  largest  branded 
apparel  maker 
$7.1  billion 


37,000  employees  will  receive  one-time 
cash  payment  equal  to  1996  salary  if  company  meets 
$7.6  billion  cash  flow  target  by  2001.  No  payment 
if  cash  flow  falls  below  $5  billion. 


cash  flow  up 
significantly 


Peter  Kiewit  Sons' 

Omaha,  Nebr. 


construction,  mining, 
telecom,  energy, 
mutual  funds 
$2.9  billion 


2,600  salaried  employees  meeting 
high-performance  criteria  can  buy  stock  at 
book  value.  Retiring  shareholder  can  cash  out  C 
shares-tied  to  core  business — or  swap  for 
D  shares  representing  diversified  operations. 


stock  up  an  average 
25%  annually  dunng 
the  past  20  years 


Safeiite  Glass 

Columbus,  Ohio 


nation's  largest  auto 
glass  installer 
$438  million 


1,600  employees  can  earn  cash  bonuses 
tied  to  output  and  quality  of  installation. 
Awarded  twice  yearly. 


output  and  customer 
satisfaction  up, 
turnover  down  among 
most  efficient  workers 


Science  Applications  International 

San  Diego,  Calif. 


systems  integration 
$3.4  billion 


25,000  employees  take  part  in  two  retirement  employee  turnover  a 

plans  using  SAIC  stock.  Stock  incentive  plans  reward  low  14%,  versus  21% 

and  retain  good  workers.  Board  sets  stock  price  quarterly    for  the  industry 
using  formula  and  "market  factor."  Shareholders 
trade  freely  through  SAIC's  broker  dealer. 


Watson  Wyatt  Worldwide 

Bethesda.  Md. 


human  resources  employees  with  one  year's  service  can  buy  shares 

consulting  at  book  value  based  on  tenure,  rank,  salary  and 

$672  million  performance.  More  than  70%  of  the  company's 

5,000  employees  are  shareholders. 


client  approval 
ratings  rose  during 
the  past  four  years 


either  cash  out  their  so-called  C 
shares,  tied  to  the  core  construction 
and  coal-mining  businesses,  or  swap 
them  for  D  shares,  which  represent 
the  diversified  operations.  Kiewit 
prices  the  shares  annually,  based  on 
year-end  book  value. 

Consultant  James  McMahon  of 
Analytical  Compensation  Services  in 
Phoenix  says  stock  purchase  plans  like 
Kiewit's  are  showing  up  in  companies 
of  all  sizes.  He's  designing  plans  for  a 
privately  held  machine  parts  compa- 
ny, a  furniture  manufacturer,  a  pub- 
lishing company  and  a  mechanical 
contractor.  His  client  companies 
range  in  size  from  $10  million  to 
$500  million  in  annual  revenues. 

Consider  the  approach  taken  by 
$672  million  (revenues)  Watson 
Wyatt  Worldwide,  a  Bethesda,  Md.- 
based  human  resources  consultancy. 
In  its  business,  most  companies  are 
structured  as  partnerships,  with  own- 
ership reserved  for  an  elite  group. 


But  Watson's  employees  participate 
in  a  broad- based  stock  purchase  plan. 

Watson's  employee  ownership 
started  50  years  ago,  when  the  firm's 
founder  died  and  his  five  employees 
bought  the  business  from  his  widow, 
each  winding  up  with  20%  of  the 
firm.  As  the  company  grew,  those  five 
shared  their  equity  with  more  and 
more  employees.  Since  the  five  origi- 
nal purchasers  had  only  minorit}^ 
stakes  an^^way,  losing  control  wasn't 
an  issue. 

"Five  years  ago  we  decided  it  was 
getting  harder  and  harder  to  draw  the 
line  between  shareholders  and  non- 
shareholders,"  says  A.W.  Smith  Jr., 
Watson's  chief  executive.  "We 
thought  there'd  be  nothing  to  lose 
and  a  lot  to  gain  by  giving  anybody 
with  at  least  one  year  of  service  the 
opportunity  to  buy  shares."  Watson 
helps  finance  the  purchases.  When 
employees  retire  or  leave  the  firm, 
they  must  sell  back  their  shares, 


which  go  back  into  the  pot  for  the 
next  generation  of  employees.  Almost 
three-quarters  of  the  firm's  5,000 
employees  are  shareholders. 

"You  really  need  to  get  everybody 
into  [a  plan],"  says  J.  Robert  Beyster, 
chief  executive  officer  of  San  Diego, 
Calif. -based  SAic  (see  story,  p.  154). 
"Otherwise  there  are  the  haves  and 
the  have-nots."  Of  course  Beyster  has 
the  luxury  of  a  highly  educated  work 
force  of  scientists  and  engineers  who 
appreciate  the  benefits  of  stock  own- 
ership and  who  are  paid  well  enough 
to  participate. 

What  will  happen  in  a  nast}'  stock 
market  downturn.^  Will  employee 
resentment  at  shrinking  paper  values 
cancel  out  the  benefits  that  a  compa- 
ny derives  fi-om  employee  ownership? 
At  SAIC,  Beyster  has  no  such  worries. 
He  says  simply:  "Privately  held  com- 
panies should  bring  the  employees  on 
board.  They'll  find  the  employees 
build  the  company  for  them."       ^ 
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www.bankamerica.com 


case  study  #13  /  AvanteL 


Avantel  S. A.,  a  joint  venture  between  Banamex  and  MCI,  required  a 
$1  billion  investment  to  build  a  long-distance  fiber-optic  network 
connecting  major  cities  in  Mexico. 

,  Political  risk  and  the  difficulty  of  projecting  performance  in  the  newly 
deregulated  market  were  sure  to  be  factors  influencing  the  temis  of 
:   financing. 

.  Bank  of  America  addressed  the  Issues  head-on.  The  Bank's  team 
helped  prepare  Avantel's  business  plan,  and  developed  a  model  to 
help  lenders  and  investors  analyze  performance  variables. 

.  BofA  then  led  the  effort  to  improve  the  risk  profile  of  the  project 
through  guarantees  from  the  Export-Import  Bank  of  the  United  States 
(the  first-ever  for  a  telecom  start-up).  The  Bank  also  helped  obtain 
direct  lending  from  the  Export  Development  Corporation  of  Canada. 

i.  Cost-effective  financing  enabled  Avantel  to  construct  the  first  fiber- 
optic network  to  be  built  in  the  deregulated  Mexican  market. 


he  power  of 

teamwork   in  motion. 


©1997  BankAmerica  Corporation 
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Joe  Neubauer  vows  he'll  keep  Aramark  private. 

He's  convinced  it's  the  best  way  to  keep  employees  on  their  toes. 


By  Phyllis  Berman  with  John  Gorham 

ON  A  BRISK  October  day  last 
year,  Joseph  Neubauer,  56, 
was  married  for  the  second 
time.  Soon  after  the  ceremony  in 
midtown  Manhattan,  the  newlyweds 
and  guests  were  driven  to  Battery 
Park,  where  they  boarded  boats  for 
Ellis  Island.  The  Neubauers'  was  the 
first  wedding  reception  ever  held 
on  the  site  famous  for  receiving 
immigrants. 

Joe  Neubauer  was  doing  a  bit  of 
business.  Ellis  Island  is  one  of  more 
than  500,000  locations  around  the 
world  where  Neubauer's  Philadelphia- 
based  Aramark  Corp.  operates.  He 
was  also  indulging  in  a  bit  of  symbol- 
ism: Neubauer  is  an  immigrant  liimself 
who  arrived  in  New  York  in  1956, 
a  teenager  with  little  money  who 
couldn't  speak  the  language.  He 
didn't  go  through  Ellis  Island's  cav- 
ernous hall — by  then  it  was  closed — 
but  he  feels  as  if  he  could  have.  "To 
me,  Ellis  Island  signifies  everytliing  die 
U.S.  has  always  stood  for,"  says 
Neubauer  in  a  still-accented  English. 
There's  nothing  unusual  about 
Neubauer's  story  except  for  its  very 
familiarity:  His  parents,  German- 
Jewish  refijgees  who  had  fled  to  Israel, 
sent  liim  to  live  with  an  aunt  in  Mass- 
achusetts at  age  14.  He  waited  tables 
to  put  himself  dirough  Tuft:s  and  then 
got  a  scholarship  to  the  University  of 
Chicago,  where  he  earned  an  M.B.A. 
After  stints  at  Chase  Manhattan  and 
PepsiCo,  where  he  was  passed  over  to 
head  a  subsidiary  in  1978,  he  landed 
the  chief  financial  officer's  job  at  age 
37  at  ARA  Services,  now  called  Ara- 
mark. Four  years  later  he  became  chief 
executive. 

In  1984  Neubauer  took  Aramark 
private  in  a  $1.2  billion  leveraged 
buyout.  He  has  since  built  it  into  a 


services  conglomerate  with  a  focus  on 
food  operations  and  uniforms. 

Aramark  makes  its  money  on  stuff 
its  customers  need  but  don't  want  to 
bother  with.  Aramark  prepares  and 
serves  food  to  the  1,000  inmates  at 
die  Lubbock  County  jail  in  Texas,  and 
fancier  fare  to  the  cuff-links  crowd  at 
Goldman,  Sachs'  corporate  offices  in 
lower  Manhattan.  Aramark  launders 
and  delivers  weekly  die  yellow- and-red 
shirts  worn  by  McDonald's  workers 
worldwide.  It  distributes  magazines, 
like  this  one,  in  20,000  locations,  fi-om 
airports  to  supermarkets,  in  22  states. 

These  are  unglamorous,  labor- 
intensive  operations  that  produce 
narrow  net  margins  of  no  more  than 
2%.  There's  no  room  for  error  in  busi- 
nesses like  these.  Spoiled  food,  ineffi- 
ciently deployed  workers,  over-  or 
undcrpricing  of  contracts — any  of 
these  things  can  turn  profit  into  loss. 

Above  all,  Aramark  is  a  people  busi- 
ness. It  does  over  $6  billion  with  just 
$2.7  billion  in  assets.  Its  real  asset  is  its 
relationship  with  its  customers  and  its 
employees. 

Wliich  is  why  Neubauer  says  that  he 
will  keep  Aramark  private  for  die  fore- 
seeable fiiiaire.  Despite  pressures  fi^oni 
some  managers  who  would  like  to 
cash  out,  Neubauer  has  steadfastly 
refiised  to  play  the  usual  buyout  game 
of  flipping  die  operation  to  die  public 
and  walking  away  a  far  wealdiier  man. 
Instead  of  selling  stock  to  die  public, 
he  uses  it  to  motivate  employees. 

Aramark  employs  150,000  people, 
most  of  them  earning  just  above  min- 
imum wage.  Managing  diem  effi- 
ciently is  the  responsibility  of 
Neubauer's  top  4,500  employees; 
they,  in  effect,  are  his  profit  centers. 
Theirs  are  not  easy  jobs  because  the 
people  they  often  work  widi  are  nei- 


ther well-educated  nor  well-motiv'at- 
ed.  In  Adanta  last  year,  managers  were 
called  on  to  work  with  prisoners 
released  to  half\vay  houses. 

Recognizing  the  difficult)'  of  the 
superxisors'  jobs  and  wanting  to  moti- 
vate them  to  do  their  best,  Neubauer 
has  seen  to  it  that  he  and  some  14,500 
employees  now  own  80%  of  the  com- 
pany. He  himself  owns  13%,  worth 
some  $160  million.  The  remaining 
20%  belongs  mosdy  to  institutions  like 
Chase  and  Goldman,  Sachs.  "Populist 
capitalism,"  Neubauer  calls  it.  What- 
ever it  is,  it  has  made  millionaires  of 
over  150  employees,  and  Neubauer's 
intention  is  to  create  many  more.  ""Sit- 
ting here  today,  I  don't  see  any  reason 
why  this  company  needs  to  be 
public,"  he  says. 

Neubauer  and  Aramark  are  sitting 
squarely  in  the  middle  of  one  of  the 
hottest  growdi  areas  in  U.S.  business: 
outsourcing — the  contracting  out  by 
schools,  hospitals,  prisons  and  corpo- 
rations of  tasks  unrelated  to  dieir  main 
missions.  Outsourcing  is  now  a  $250 
billion  industry  and  is  growing  at  1 5% 
or  more  a  year. 

Food  services  and  building  mainte- 
nance, which  account  for  65%  of  Ara- 
niark's  revenues  and  57%  of  its  profits, 
are  bitterly  competitive.  The  days  of 
meat  loaf  on  a  steam  tray  are  past  in 
the  nation's  corporate  and  campus 
cafeterias.  Customers  want  tofii  stir-fi-N' 
or  "gourmet"  pizza  made  to  order. 
Thus  food  service  operators  must 
invest  millions  of  dollars  in  re\aniping 
kitchens  and  dining  rooms.  And  the 
trend  is  away  fi"oni  cost-plus  contracts 
to  fixed-price  contracts — greatly 
decreasing  die  margin  for  error. 

Two  foreign  operators  hax'c  barged 
into  the  U.S.  market  in  the  past  five 
years  with  big  acquisitions.  In  Octo- 


Joseph  Neubauer  Aramark  CEO  at  Ellis  Island.  This  immigrant  boy's  saga  is  Horatio  Alger 
with  a  twist.  He  got  rich,  but  so  did  150  other  employees,  by  building  up  this  $6  billion  opera- 
tion. They'd  all  be  richer  if  Aramark  went  public.  Neubauer  says  no  ...  but  for  how  long? 
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Totally  private 

As  OF  NOW  outfits  like  Chase,  J. P.  Morgan  and  Goldman, 
Sachs  still  owned  20%  of  Aramark.  Joe  Neubauer  is  about  to 
spend  $275  million  to  pick  up  that  stake.  He  will  spend  ■    • 
anotlier  $165  million  buying  back  30%  of  the  Aramark 
retirement  plan's  shares  in  the  company.  In  the  end  all  the 
stock  will  be  in  the  hands  of  people  actually  working  at  the 
company.  The  sellers  aren't  unhappy.  They  have  enjoyed  a 
compounded  30%  annual  return  on  their  investment  over 
the  last  13  years. 

The  deal  will  leave  Aramark  $1.7  billion  in  debt  but  with 
$510  million  in  earnings  before  interest,  taxes,  depreciation 
and  amortization  (ebitda).  Lenders  are  happy  to  oblige. 
Aramark  will  still  cover  its  interest  costs  3.4  times.  That's 
down  from  the  4.4  coverage  it  had  before  this  deal. 

Along  with  the  buyback,  Neubauer  is  restructuring  his 
already  unique  compensation  system:  Previously  the  Class  B 
shares,  owned  by  employees,  were  valued  on  die  cash  flow  of 
the  entire  operation.  Now  Neubauer  is  issuing  three  new 
classes  of  stock,  one  for  each  division.  Of  the  4,500  eligible 
employees,  those  who  choose  to  buy  the  stock  will  have  to 
buy  half  in  the  operation  in  which  they  work,  with  the  other 
half  in  composite  shares  representing  the  entire  company. 

Existing  bondholders  are  not  enchanted  with  the  plan 
because  it  reduces  coverage  of  their  interest.  Neubauer's 
response  is  that  by  motivating  employees  he  more  than  com- 
pensates for  the  added  debt  leverage.  -P.B.  and  J.G.  ^M 


Joe  Neubauer  and  1 75  Aramark 
executives  at  a  Florida  resort  where 
they  learned  of  Neubauer's  latest 
compensation  scheme. 


ber,  Paris-based  Sodexho  Alliance 
agreed  to  merge  its  North  American 
food  operations  with  Marriott  Inter- 
national's, which  will  create  the 
biggest  U.S.  food  service  company, 
with  more  than  4,800  accounts  and 
$4  billion  in  revenues.  But  consolida- 
tion remains  in  its  early  stages:  The 
five  biggest  food  service  companies 
have  just  a  10%  share  of  the  $100  bil- 
lion U.S.  food  service  market. 

Conventional  wisdom  holds  that  to 
make  acquisitions,  a  high-priced  stock 
is  necessary.  By  refiising  to  go  public 
so  that  it  could  use  its  stock  as  merger 
tender,  Aramark  would  seem  to  be  in 
a  weaker  position  than  a  Sodexho/ 
Marriott  or  a  Compass  Group,  a 
British-based  giant  in  the  industry. 

Nonsense,  says  Neubauer.  "We 
choose  not  to  make  [big]  acquisi- 
tions." In  fact,  he  cannot  make  them 
easily  given  his  upcoming  share  repur- 
chase program  (see  box).  Neubauer's 
strategy  is  close  to  being  heresy  in 
these  days  of  Wall  Street-driven 
megamergers. 

Heresy  comes  easily  to  Neubauer. 
Shordy  after  he  became  chief  execu- 
tive officer,  a  disgruntied  former  exec- 


utive, backed  with  Drexel  Burnham 
buyout  money,  made  an  offer  for  Ara- 
mark. Determined  to  keep  control, 
Neubauer  engineered  his  own  LBO. 
He  and  67  other  managers  pooled 
some  $20  million,  most  of  them  bor- 
rowing heavily  to  do  so. 

Neubauer  arranged  fiirther  equit>' 
financing,  principally  with  Chemical 
Bank,  Met  Life,  J. P.  Morgan  and 
Goldman,  Sachs.  The  bonds  proved 
more  difficult.  "I  remember  walking 
up  and  down  Wilshire  Boulevard  ped- 
dling bonds,  and  it  was  tough  to  sell 
[them]  because  at  the  time  Drexel  had 
a  very  big  market  share,  like  93%." 
Neubauer  pulled  the  deal  off  at  a 
costly  16.5%  coupon  rate.  "The  day 
after  we  borrowed  the  money,  we 
didn't  know  whether  the  customers 
were  going  to  be  there,"  remembers 
Neubauer.  As  against  $100  million  in 
equity,  the  company  started  life  with 
$1.2  billion  in  debt. 

At  first  Neubauer  concentrated  on 
paying  off  some  of  the  LBO  debt, 
paying  down  $250  million  in  three 
years.  But  then  he  switched,  using  fi-ee 
cash  flow  to  buy  back  the  shares  issued 
to  his  backers.  Wasn't  he  worried 


about  the  remaining  debt  burden.^ 
"Debt  never  really  killed  any  compa- 
ny," he  says.  "Only  unpredictable  cash 
flow  can  do  that." 

With  steady  purchases  he  whittled 
down  the  number  of  shares  held  by 
the  original  equity  partners  fi-om  69% 
to  just  20%.  By  February,  if  all  goes 
according  to  his  recendy  announced 
repurchase  plan^  that  will  be  0%.  Ara- 
mark will  be  100%  owned  by  employ- 
ees, Neubauer  first  among  them. 

Here's  how  Neubauer's  employee 
capitalism  works: 

Each  year  employees  at  or  above  the 
district  manager  level  are  given  the 
chance  to  buy  shares  at  a  price  set  by 
an  independent  appraiser.  If  they  lack 
cash,  the  company  will  lend  them  the 
money  at  prime,  repayable  over  three 
years;  it  will  also  lend  them  money  to 
pay  the  income  taxes  on  tiie  difference 
between  the  set  price  and  the  price  at 
the  time  they  actually  buy.  As  earnings 
have  risen  since  the  buyout,  the  share 
price  has  moved  up  from  88  cents  to 
$20,  and  with  the  February  deal,  is 
expected  to  reach  $29.55.  Each 
employee  can  seU  up  to  $600,000 
worth  of  holdings  annually  back  to  the 
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Each  day  Aramark 


m 
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feeds  more  than  3  million 
people  at  their  place  of  work 

feeds  more  than 
100,000  prisoners 

feeds  more  than  1  million 
schoolchildren 


dispenses  3  million 
cups  of  coffee 


:* 


cleans  and  maintains  about  500 
million  square  feet  of  facilities 


Each  year  Aramark 

serves  88  million  burgers 


m 


♦ 


^ 


serves  32  million  helpings 
of  turkey 

serves  184  million  slices 
of  cheese 

distributes  500  million 
books  and  magazines 


cleans  400  million  uniforms 


At  a  typical  ball  game 

at  Coors  Field, 
Aramark  serves 


35,000  hot  dogs 
35,000  cups  of  soda 
15,000  boxes  of  popcorn 
12,000  hamburgers 
10,000  soft  pretzels 
9,000  bags  of  peanuts 


company  at  the  prevailing  price,  no 
questions  asked.  They  can  use  the 
money  to  pay  for  an  operation  or  to 
send  the  kids  to  college.  Or  they  can 
use  it  for  a  trip  to  Hawaii.  No  strings. 

When  employees  retire  or  leave  the 
company,  they  are  required  to  sell  their 
shares  back  at  the  appraiser's  price. 

Meet  one  of  the  resulting  million- 
aires. Charlie  Gillespie  hawked  peanuts 
and  cokes  outside  Forbes  Field  in 
Pittsburgh  to  put  himself  through 
school.  Gillespie  joined  Aramark  right 
out  of  college  in  1974.  He  now  runs 
Aramark's  sports  and  entertainment 
division,  which  operates  the  food  con- 
cessions in  national  parks  and  sports 
stadiums.  Gillespie  is  worth  some  $5 
million  on  paper. 

Since  the  internal  share  price  is 
based  on  profit  growth,  employee 
wealth  suffers  if  profits  drag.  By  the 
early  1990s  Neubauer  realized  he 
might  face  just  such  a  problem.  The 
growth  in  revenues  in  food  service 
started  to  slow.  Aramark  was  manag- 
ing only  3%  increases  in  revenue. 
Slowdowns  in  profit  growth  seemed 
likely  to  follow. 

So  Neubauer  started  to  concentrate 
on  internal  growth.  He  bases  his  strat- 
egy on  offering  existing  clients  other 
services.  He  calls  it  his  "10-5"  plan, 
aimed  at  making  Aramark's  existing 
operations  grow  by  10%  a  year  over 
five  years  without  any  big  acquisitions. 

It  works  like  this:  A  hospital  pleased 
with  Aramark's  food  operations 
will  be  solicited  for  its  patient- 
moving  or  its  floor-mopping 
businesses.  "In  the  last  two 
years  in  health  care,  we've  sold 
more  nonfood  business  than 
food  business,"  boasts  William 
Leonard,  chief  operating  officer. 

In  its  campus  and  prison  divisions 
the  cross-selling  hasn't  caught  on  as 
quickly,  but  Leonard  sees  big  growth 
ahead.  For  instance,  he  figures  rev- 
enues at  his  campus  division  (1996 
sales,  $800  million)  could  more  than 
triple,  to  $2.5  billion  in  ten  years,  the 
majority  of  it  in  nonfood  services. 

Two  innovations  have  boosted  food 
service  sales  at  existing  accounts:  a 
debit  system  that  allows  workers  to 
pay  for  their  meals  in  company  cafete- 
rias via  payroll  deduction;  and  a  stu- 
dent meal  plan  that  lets  parents  pro- 
vide "insurance"  in  case  their  kid  runs 


out  of  money  and  can't  pay  for  meals. 

Food  service  revenues  grew  nearly 
10%  in  the  fiscal  year  ended  Sept.  30. 
But  other  divisions  are  growing 
faster.  Through  small  acquisitions  in 
the  early  1990s,  like  WearGuard,  a 
work-clothes  catalog  company,  and 
Crest  Uniform,  which  makes  and  sells 
uniforms,  Neubauer  has  built  a  uni- 
form business  that  accounts  for  19%  of 
Aramark's  revenues  and  36%  of  its  prof- 
its. In  the  past  three  years  Neubauer 
has  also  built  up  his  child  care  business 
through  a  half-dozen  acquisitions. 

At  the  same  time,  Neubauer  jetti- 
sons nonproductive  businesses.  In  lan- 
uary  he  sold  an  80%  stake  in  Ara- 
mark's Spectrum  Health  subsidiary, 
which  provided  doctors  and  nurses  to 
emergency  rooms  and  prisons.  He 
may  be  forced  to  do  the  same  with  the 
company's  book  and  magazine  dis- 
tributor, which  lost  some  $5  million  in 
fiscal  1996  and  lost  nearly  $15  million 
in  the  year  just  ended.  This  once -prof- 
itable business  is  being  squeezed  by 
big  accounts  like  Wal-Mart,  which 
demands  that  Aramark  make  deliver- 
ies to  all  its  stores  in  a  given  area,  even 
if  the  volume  is  insufficient  to  make  it 
worth  Aramark's  while. 

Despite  Neubauer's  deep  conviction 
that  employee  ownership  is  the  answer 
in  a  business  like  Aramark's,  he  may 
not  be  willing  to  hold  out  forever,  kdp 
Investment  Advisors  analyst  Andrew 
Ebersole  expects  Neubauer  to  take 
Aramark  public  sometime  in  the  next 
five  years.  There's  pressure  from  some 
managers:  If  it  were  a  public  company, 
Aramark's  shares  would  command  at 
least  double  the  multiple  applied  by  its 
appraiser.  Without  such  richly  priced 
shares,  Aramark  continues  to  face 
obstacles  in  growing  against  the  likes 
of  Sodexho/Marriott. 

But  Neubauer  is  holding  out.  He 
says  his  life  has  never  been  chiefly 
about  money.  What  more  could  life 
offer  him  if  his  net  worth  on  paper 
were,  say,  $300  million,  instead  of 
$160  million.  He  sits  on  the  boards  of 
high-profile  companies  like  Bell 
Atlantic  and  Federated  Department 
Stores.  A  music  lover,  he  ran  the 
Philadelphia  Orchestra  for  four  years 
until  his  term  ran  out  in  1996.  "All  I 
ever  wanted  was  to  control  my  own 
destiny,"  he  says.  And  help  a  lot  of 
other  people  control  theirs.  WM 
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From  the  moment  the  first  Eldorado  spun  tires  on  pavement, 
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"You  can't  build  a  business— you  build  people." 
So  Spencer  Hays  keeps  his  companies  private 
in  order  to  cut  the  employees  in  on  ownership. 


By  William  P.  Barrett 

FOLKS  AILE  ALWAYS  misspelling 
Spencer  Hays'  last  name.  They 
insist  on  adding  an  "e"  between 
the  "y"  and  the  "s."  His  high  school 
yearbook  in  Texas  got  it  wrong  more 
than  40  years  ago;  more  recently  the 
Washington  Post,  trade  publications, 
business  databases  and  even  Hays' 
own  executives  have  spelled  his  last 
name  as  "Hayes." 

So  what  does  Hays  do?  Rather 
than  risking  embarrassing  people  by 
correcting  them,  he  tolerates  both 
spellings:  In  the  Nashville,  Tenn. 
phone  book  he  is  listed  both  as 
"Spencer  Hayes"  and  "Spencer 
Hays." 

It's  a  small  thing,  but  it  shows  how 
careful  Spencer  Hays  is  to  avoid  hurt- 
ing people's  feelings.  At  61  he  has 
parlayed  this  sensitivit}'  into  a  string 
of  highly  successful  businesses  with 
estimated  annual  revenues  of  $600 
million  and  a  personal  fortune  of 
maybe  $400  million. 

Hays'  companies — none  alone  big 
enough  to  make  our  list — sell, 
among  other  things,  men's  suits, 
books  and  health  insurance.  What 
many  of  these  businesses  have  in 
common  is  this:  They  sell  directly  to 
consumers.  What  makes  them  so 
successful  is  Hays'  keen  people 
sense.  He  knows  how  to  motivate 
salespeople  and  teach  them  to  reach 
out  to  the  customers.  "A  business  is 
a  reflection  of  the  skills  and  attitude 
of  the  people  in  the  business,"  says 
the  bushy-eyebrowed  Hays.  "You 
can't  build  a  business — you  build 
people.  People  build  a  business." 

Hays  has  figured  out  how  to  lever- 
age his  own  keen  sense  of  selling  by 
imparting  it  to  others.  His  biggest 
outfit  is  the  Tom  James  Co.,  which 
essentially  invented  the  business  of 
selling  expensive  suits  to  men  in  dieir 


offices  or  homes.  His  best-known 
company  nationally  is  Oxxford 
Clothes  Inc.,  the  celebrated  maker  of 
handmade,  off-the-rack  suits  starting 
at  $2,000. 

In  publishing.  Hays  is  majority 
owner  of  the  Southwestern/Great 
American  Co.,  a  140-year-old 
Nashville  concern.  It  recruits  college 
students  to  sell  books  on  commission 
door-to-door  during  summers.  His 
Athlon  Sports  Communications,  Inc. 
is  the  nation's  largest  publisher  of 
sports  annuals.  He  also  has  insurance, 
financial  planning  and  real  estate 
businesses. 

Note  that  much  of  this  involves 
selling  things  directly  to  the  public — 
not  through  retailers  or  distributors. 
Says  Hays'  longtime  friend  William 
E.  Tucker,  Texas  Christian  Universit)' 
chancellor:  "What  Spencer  sells 
is  not  a  product,  but  people  on 
themselves." 

Hays  describes  the  key  to  his  man- 
agement style  as:  "People  want  to  be 
led,  not  managed."  He  means  by  per- 
sonal example.  Associates  recall  how 
Hays  would  sometimes  travel  on  the 
road  for  a  week  with  a  key  salesperson 
who  was  experiencing  a  slump,  work- 
ing at  reestablishing  morale.  Ralph 
Mosley,  now  chairman  and  chief 
executive  of  Southwestern,  remem- 
bers die  time  in  the  1970s  that  Hays 
left:  his  family  on  Easter  ^\'eekend  and 
flew  from  Nashville  to  Indiana  to 
work  out  a  printing  problem  that  an 
underling  might  have  handled. 

Another  way  Hays  leads  is  by 
giving  people  who  work  for  him  a 
sense  of  ownership.  Many  of  his 
employees,  even  below  managerial 
levels,  have  stock.  Beyond  that  he  has 
let  them  know  that  they,  rather  than 
his  wife  or  two  daughters,  \\dll  inher- 
it the  businesses  when  he  dies.  He 


has  taken  out  sufficient  life  insurance 
to  pay  expected  estate  taxes.  Unen- 
cumbered, the  businesses  will  then  be 
owned  by  the  people  who  built  them. 

Hays  has  also  bankrolled  ex-South- 
western salespeople  with  a  good  idea. 
Stan  Ellis,  a  Houston  financial  con- 
sultant who  sold  books  for  seven 
summers,  went  to  Hays  in  the  early 
1980s  proposing  a  company  that 
would  offer  estate  planning  services 
to  a  wealthy  clientele.  Thus  was  born 
First  Meridian — with  Hays  putting 
up  most  of  the  backing  but  taking 
only  a  minorit)'  stake.  With  revenues 
of  $4  million,  the  company  is  small 
but  lucrative. 

Labor  relations  are  less  than  ideal 
in  the  garment  trade,  but  Hays  has 
built  loyalt)-  right  down  to  the  people 
who  cut  the  cloth  and  assemble  the 
garments.  "Spencer  Hays  is  a  very 
decent  man,  almost  spiritual,"  says 
Jay  Mazur,  president  of  Unite,  the 
big  clothing  workers  union  with 
about  3,000  members  working  at 
Hays-owned  companies.  "He  has 
saved  a  lot  of  union  jobs."  Hays  has 
done  this  by  acquiring  well-regarded 
but  financially  troubled  clothing 
manufacturers  at  bargain  prices  and 
by  using  his  sales  skills  to  stoke  rev- 
enues and  build  employment.  Says 
Hays:  "We  have  a  vision  that  one 
tiling  we  owe  societ\'  is  job  security'." 

Unlike  a  lot  of  self-made  people. 
Hays  has  never  ceased  to  sympathize 
with  ordinary  people.  Born  into  a 
poor  family  in  Ardmore,  Okla.  and 
reared  by  his  mother  and  grand- 
mother, Hays  came  of  age  in  nearby 
Gainesville,  Tex.,  75  miles  north  of 
Dallas  in  the  Red  River  tornado  belt. 
He  wasn't  a  big  guy — just  5-foot- 
10 — but  he  became  a  star  basketball 
player  in  high  school.  The 
same      yearbook      that      mangled 


Spencer  Hays  on  the  terrace  of  his  art-adorned  Manhattan  apartment.  Four  decades 
of  direct  selling  have  given  him  control  of  more  than  a  dozen  private  companies 
with  total  revenues  of  $600  million.  His  estimated  personal  net  worth:  $400  million. 
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NOT  A  PATCH.  NOT  A  GUM 


I 


Zyban  is  here 
he  first  nicotine-free  pill  to  help 
put  you  in  control  of  quitting 


\  totally  new  nicotine-free  way 
:o  help  you  quit  smoking 

fs  medical.  Logical,  and  makes  quitting  bearable, 
hafs  because  ZYBAN  is  a  prescription  medicine 
hat,  for  many  people,  helps  reduce  withdrawal 
ymptoms  and  the  urge  to  smoke.  ZYBAN  helps 
)et  you  ready  to  quit  while  you're  still  smoking. 
Tou  set  a  quit  day  within  1  to  2  weeks  after 
starting  treatment  with  ZYBAN.  It  takes  about  a 
veek  for  ZYBAN  to  reach  the  right  levels  in  your 
Dody  to  be  effective.  Most  people  should  take 
!YBAN  for  7  to  12  weeks. 

Proven  more  effective  than  a 
nicotine  patch 

[n  a  medical  study  using  patient  support  materials 
and  drug  therapy,  ZYBAN  helped  more  smokers 
quit  for  4  weeks  than  Habitrol®  (nicotine  trans- 
dermal system),*  a  nicotine  patch.  And  unlike 
the  patch  and  gum,  ZYBAN  replaces  dgarettes  with 
inicotine-free  medicine. 

i 

What  you  need  to  know  about  ZYBAN 

The  most  common  side  effects  with  ZYBAN  include 
dry  mouth  and  difficulty  sleeping.  There  are  other 
risks  associated  with  the  use  of  ZYBAN,  so  it  is 
important  to  talk  to  your  health  care  professional 
to  see  whether  ZYBAN  is  right  for  you.  There 


is  a  risk  of  seizure  in  certain  patients  (see 
"Important  Warning"  section  in  Information  for 
the  Patient  on  following  page).  You  should  not 
take  ZYBAN  if  you  have  a  seizure  disorder;  are 
already  taking  WELLBUTRIN®,  WELLBUTRIN  SR®, 
or  any  other  medicines  that  contain  bupropion 
HCl;  have  or  have  had  an  eating  disorder;  or 
are  currently  taking  or  have  recently  taken  a 
monoamine  oxidase  (MAO)  inhibitor.  It  is 
important  to  let  your  health  care  professional 
know  about  any  other  prescription  or  over-the- 
counter  medications  you  are  taking.  ZYBAN  is 
not  recommended  for  women  who  are  pregnant 
or  breast-feeding. 

ZYBAN  and  the  ZYBAN  Advantage  Plan'",  a  free 
counseling  and  personalized  support  program, 
are  part  of  an  overall  plan  recommended  by  your 
health  care  professional  to  help  you  quit  smoking. 

SEE  YOUR  HEALTH  CARE  PROFESSIONAL 
ABOUT  ZYBAN 

For  more  information,  call 

1-888-959-STOP  (7867)  ext.  18 

or  visit  our 
Web  site  at  www.zyban.com 

Please  consult  Information  for  the  Patient  on  the  following  page. 
'Habitrol  is  a  registered  trademark  of  Ciba-Geigy  Corporation. 


NEW   NICOTINE-FREE 


bupropion  HCHJSsrrSr 


Information  for  the  Patient 

ZYBAN^*^  (bupropion  hydrochloride)  Sustained-Release  Tablets 

Please  read  this  information  before  you  start  taking  ZYBAN.  Also  read  this 
leaflet  each  time  you  renew  your  prescription,  in  case  anything  has  changed. 
This  information  is  not  intended  to  take  the  place  of  discussions  between  you 
and  your  doctor.  You  and  your  doctor  should  discuss  ZYBAN  as  part 
of  your  plan  to  stop  smoking.  Your  doctor  has  prescribed  ZYBAN  for  your 
use  only.  Do  not  let  anyone  else  use  your  ZYBAN. 

IMPORTANT  WARNING: 

There  is  a  chance  that  approximately  1  out  of  every  1 ,000  people  taking 
bupropion  hydrochloride,  the  active  ingredient  in  ZYBAN,  will  have  a  seizure. 
The  chance  of  this  happening  increases  if  you: 

•  have  a  seizure  disorder  (for  example,  epilepsy); 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa); 

•  take  more  than  the  recommended  amount  of  ZYBAN;  or 

•  take  other  medicines  with  the  same  active  ingredient  that  is  in  ZYBAN, 
such  as  WELLBUTRIN®  (bupropion  hydrochloride)  Tablets  and 
WELLBUTRIN  SR®  (bupropion  hydrochloride)  Sustained-Release  Tablets. 
(Both  of  these  medicines  are  used  to  treat  depression.) 

You  can  reduce  the  chance  of  experiencing  a  seizure  by  following  your 
doctor's  directions  on  how  to  take  ZYBAN.  You  should  also  discuss  with  your 
doctor  whether  ZYBAN  is  right  for  you. 

1.  What  is  ZYBAN? 

ZYBAN  is  a  prescription  medicine  to  help  people  quit  smoking.  Studies  have 
shown  that  more  than  one  third  of  people  quit  smoking  for  at  least  1  month 
while  taking  ZYBAN  and  participating  in  a  patient  support  program.  For  many 
patients,  ZYBAN  reduces  withdrawal  symptoms  and  the  urge  to  smoke.  ZYBAN 
should  be  used  with  a  patient  support  program.  It  is  important  to  participate 
in  the  behavioral  program,  counseling,  or  other  support  program  your  health 
care  professional  recommends. 

2.  Who  should  not  take  ZYBAN? 

You  should  not  take  ZYBAN  if  you; 

•  have  a  seizure  disorder  (for  example,  epilepsy). 

•  are  already  taking  WELLBUTRIN,  WELLBUTRIN  SR,  or  any  other  medicines 
that  contain  bupropion  hydrochloride. 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa). 

•  are  currently  taking  or  have  recently  taken  a  monoamine  oxidase 
inhibitor  (MAOI). 

•  are  allergic  to  bupropion. 

3.  Are  there  special  concerns  for  women? 

ZYBAN  is  not  recommended  for  women  who  are  pregnant  or  breast-feeding. 
Women  should  notify  their  doctor  if  they  become  pregnant  or  intend  to  become 
pregnant  while  taking  ZYBAN. 

4.  How  should  I  take  ZYBAN? 

•  You  should  take  ZYBAN  as  directed  by  your  doctor.  The  usual  recommend- 
ed dosing  is  to  take  one  1 50-mg  tablet  in  the  morning  for  the  first 

3  days.  On  the  fourth  day,  begin  taking  one  1 50-mg  tablet  in  the  morning 
and  one  1 50-mg  tablet  in  the  early  evening.  Doses  should  be  taken  at 
least  8  hours  apart. 

•  Never  take  an  "extra"  dose  of  ZYBAN.  If  you  forget  to  take  a  dose,  do 
not  take  an  extra  tablet  to  "catch  up"  for  the  dose  you  forgot.  Wait  and 
take  your  next  tablet  at  the  regular  time.  Do  not  take  more  tablets  than 
your  doctor  prescribed.  This  is  important  so  you  do  not  increase  your 
chance  of  having  a  seizure. 

•  It  is  important  to  swallow  ZYBAN  Tablets  whole.  Do  not  chew,  divide,  or 
crush  tablets. 

5.  How  long  should  I  take  ZYBAN? 

Most  people  should  take  ZYBAN  for  7  to  12  weeks.  Follow  your  doctor's 
instructions. 


6.  When  should  I  stop  smoking? 

It  takes  about  1  week  for  ZYBAN"'  (bupropion  hydrochloride)  Sustained- 
Release  Tablets  to  reach  the  right  levels  in  your  body  to  be  effective.  So, 
to  maximize  your  chance  of  quitting,  you  should  not  stop  smoking  until  you 
have  been  taking  ZYBAN  for  1  week.  You  should  set  a  date  to  stop  smoking 
during  the  second  week  you're  taking  ZYBAN. 

7.  Can  I  smoke  while  taking  ZYBAN? 

It  is  not  physically  dangerous  to  smoke  and  use  ZYBAN  at  the  same  time. 
However,  continuing  to  smoke  after  the  date  you  set  to  stop  smoking  will 
seriously  reduce  your  chance  of  breaking  your  smoking  habit. 

8.  Can  ZYBAN  be  used  at  the  same  time  as  nicotine  patches? 

Yes,  ZYBAN  and  nicotine  patches  can  be  used  at  the  same  time  but  should 
only  be  used  together  under  the  supervision  of  your  doctor.  Using  ZYBAN  and 
nicotine  patches  together  may  raise  your  blood  pressure.  Your  doctor  will 
probably  want  to  check  your  blood  pressure  regularly  to  make  sure  that  it 
stays  within  acceptable  levels. 

DO  NOT  SMOKE  AT  ANY  TIME  if  you  are  using  a  nicotine  patch  or  any  other 
nicotine  product  along  with  ZYBAN.  It  is  possible  to  get  too  much  nicotine  and 
have  serious  side  effects. 

9.  What  are  possible  side  effects  of  ZYBAN? 

Like  all  medicines,  ZYBAN  may  cause  side  effects. 

•  The  most  common  side  effects  include  dry  mouth  and  difficulty  sleeping. 
These  side  effects  are  generally  mild  and  often  disappear  after  a  few 
weeks.  If  you  have  difficulty  sleeping,  avoid  taking  your  medicine  too  close 
to  bedtime. 

•  The  most  common  side  effects  that  caused  people  to  stop  taking  ZYBAN 
during  clinical  studies  were  shakiness  and  skin  rash. 

•  Contact  your  doctor  or  health  care  professional  if  you  have  a  rash  or  other 
troublesome  side  effects. 

•  Use  caution  before  driving  a  car  or  operating  complex,  hazardous  machin- 
ery until  you  know  if  ZYBAN  affects  your  ability  to  perform  these  tasks. 

10.  Can  I  drink  alcohol  while  I  am  taking  ZYBAN? 

It  is  best  to  not  drink  alcohol  at  all  or  to  drink  very  little  while  taking  ZYBAN. 
If  you  drink  a  lot  of  alcohol  and  suddenly  stop,  you  may  increase  your  chance 
of  having  a  seizure.  Therefore,  it  is  important  to  discuss  your  use  of  alcohol 
with  your  doctor  before  you  begin  taking  ZYBAN. 

11.  Will  ZYBAN  affect  other  medicines  I  am  taking? 

ZYBAN  may  affect  other  medicines  you're  taking.  It  is  important  not  to  take 
medicines  that  may  increase  the  chance  for  you  to  have  a  seizure.  Therefore, 
you  should  make  sure  that  your  doctor  knows  about  all  medicines — 
prescription  or  over-the-counter — you  are  taking  or  plan  to  take. 

12.  Do  ZYBAN  Tablets  have  a  characteristic  odor? 

ZYBAN  Tablets  may  have  a  characteristic  odor.  If  present,  this  odor  is  normal. 

1 3.  How  should  I  store  ZYBAN? 

•  Store  ZYBAN  at  room  temperature,  out  of  direct  sunlight. 

•  Keep  ZYBAN  in  a  tightly  closed  container. 

•  Keep  ZYBAN  out  of  the  reach  of  children. 

This  summary  provides  important  information  about  ZYBAN.  This  summary 
cannot  replace  the  more  detailed  information  that  you  need  from  your  doctor. 
If  you  have  any  questions  or  concerns  about  either  ZYBAN  or  smoking  cessa- 
tion, talk  to  your  doctor  or  other  health  care  professional. 
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his  name  offered  this  prescient 
inscription:  "What  a  fine  and  manly 
fellow  is  this  gentleman  of  fame;  in 
everything  he  enters,  full  well  he 
plays  the  game." 

Hays  won  a  basketball  scholarship 
to  Fort  Worth's  Texas  Christian  Uni- 
versity, where  two  important  things 
happened  to  him:  He  saw  his  first 
Oxxford  suit  in  a  local  men's  clothing 
store  and  was  immediately  smitten; 
and  during  his  freshman 
year  he  married  his  high  | 
school  sweetheart,  a  move  > 
that  necessitated  a  higher  ^ 
cash  flow.  5 

That's  what  brought  him  | 
to  Southwestern/Great  " 
American.  Dating  back  to 
1856,  Southwestern  hired 
college  students  to  sell  a 
book  line,  then  headed  by 
bibles,  in  towns  across  the 
country.  Selling  came  natu- 
rally to  Hays.  He  remem- 
bers when  he  was  7  and  his 
grandmother  was  trying  to 
sell  a  litter  of  puppies.  "She 
put  pretty  pink  ribbons 
around  their  necks  so  they 
would  stand  out,"  Hays 
recalls.  "It  worked." 

Then  and  now.  South- 
western had  a  distinctive 
culture.  Would-be  salespeo- 
ple undergo  a  one-week 
crash  course — a  combined 
boot  camp  and  pep  rally — 
that  hammers  home  basic 
principles  of  selling  and 
character- building.  Some  of  die  time- 
less rules:  Work  six  days  a  week. 
Don't  spend  more  than  20  minutes 
with  a  prospect.  Keep  on  moving. 
Have  faith  in  your  product.  Sur- 
mount rejection  with  eternal  hope: 
Convince  yourself  that  the  next  stop 
may  produce  the  day's  best  customer. 

Perhaps  the  most  important:  Make 
the  law  of  averages  work  in  your  favor 
by  making  lots  of  calls.  "You  get 
enough  marbles  rolling,"  says  Hays, 
"and  a  certain  number  get  to  the 
other  side."  Hays  devoured  such 
books  as  Dale  Carnegie's  How  to  Win 
Friends  and  Influence  People^  but  he 
didn't  really  need  them;  he  just  kept 
thinking  about  grandma  and  the  pup- 
pies. He  regards  doorbell-pushing  as 
a  great  character-builder:  "If  you  can 


sell  door-to-door,"  he  says,  "you  can 
do  anything." 

Upon  graduation  from  TCU  in 
1959 — after  a  lackluster  basketball 
career — Hays  joined  Southwestern 
and  within  a  few  years  was  virtually 
running  the  company.  His  ability  to 
motivate  people,  to  make  them 
believe  in  themselves,  was  just  what 
this  business  required.  The  company 
branched  out  from  selling  bibles  to 


peddling  reference  books,  cookbooks 
and  children's  books.  With  separate 
sales  forces  it  would  later  expand  into 
other  kinds  of  selling,  including 
fundraising  services,  hospital  flooring 
and  even  cancer  insurance.  Wanting 
to  hold  onto  him,  Southwestern's 
owners  let  him  buy  12%  of  the  firm 
for  $50,000,  payable  over  time.  The 
business  grew  and  grew. 

In  1969  publicly  traded  Times 
Mirror  Co.,  owner  of  die  Los  An^ieles 
Times,  purchased  Southwestern  for 
$17  million  of  stock — $2  million 
going  to  Hays.  One  of  its  chief  assets: 
Spencer  Hays.  He  soon  became 
Southwestern's  president. 

But  Hays  chafed  under  big  public- 
company  control  and  in  1982  per- 
suaded Times  Mirror  to  sell  back 


Southwestern,  then  a  $30-million-a- 
year  company,  to  a  group  of  compa- 
ny officials  he  headed.  In  the  circum- 
stances many  entrepreneurs  would 
have  gone  public  to  raise  money  and 
lessen  personal  risk.  But  Hays'  repu- 
tation for  moneymaking  was  so 
strong — and  his  confidence  so 
great — that  almost  all  of  the  $27  mil- 
lion repurchase  price  was  borrowed. 
Had  he  taken  Southwestern  public 
or  brought  in  venture  cap- 
italists at  the  time  of  his 
LBO  of  the  firm,  Havs  feels 
that  the  presence  of  outside 
owners  would  have 
changed  the  nature  of  the 
company's  relationship 
with  its  employees.  For  one 
thing  he  could  not  have 
been  so  liberal  with  dis- 
pensing stock  to  workers. 
"People  have  to  be  reward- 
ed," he  says  simply. 

The  debt  was  paid  off 
within  four  years,  and 
Southwestern's  revenues 
have  risen  to  about  $150 
million. 

Ha)'s  says  he  got  into  the 
clothing  business  because 
he  had  come  to  understand 
how  important  a  good 
appearance  was  to  sales- 
people. If  you  dress  well, 
he  says,  "You  feel  a  little 
better  and  walk  a  little 
taller  all  day."  But  busy 
businesspeople  don't  have 
much  time  to  shop.  Why 
not  sell  custom-made  men's  suits 
office-to-office  the  way  you  sell 
books  door-to-door?  Since  the  suits 
wouldn't  be  made  until  the  orders 
were  in,  inventory  costs  would  be 
low  and  profitability'  high. 

Thus  was  born  in  1966  the  Tom 
lames  Co. — named  after  the  son  of 
one  of  Hays'  former  Sunday  school 
teachers.  Southwestern  wasn't  inter- 
ested, but  let  Hays  run  the  business 
on  die  side.  He  hired  ex-Southwest- 
ern student  sales  personnel.  As  the 
business  prospered,  he  began  buying 
up  suppliers.  Widi  die  garment  trade 
moving  offshore,  a  lot  of  old  compa- 
nies were  for  sale,  and  Hays  could 
buy  them  cheaply  and,  at  the  same 
time,  earn  the  gratitude  of  the  union 
by  saving  jobs. 
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Sharing  the  loot 


"Spencer  was  the  only  one  of  us  at  the  time  with  any 
money,"  recalls  Ralph  Mosley,  Southwestern's  current 
chief  executive.  It  was  1982,  anci  Spencer  Hays  had  just 
bought  back  the  Southwestern/Great  American  Co. 
from  Times  Mirror  Co.  He  hmded  the  entire  down  pay- 
ment himself  for  the  highly  leveraged,  $27  million 
transaction. 

But  Hays  didn't  take  all  of  the  stock.  He  set  aside 
10%  for  four  other  top  executives.  Since  then  ownership 
has  been  extended  to  about  one-third  of  the  700  full- 
time  employees,  who  together  own  35%.  Wlien  Hays 
dies,  his  remaining  stock  goes  back  to  the  company. 

Southwestern  has  developed  a  stock  incentive  plan 
tied  to  an  individual's  contribution  to  improved  annual 


profits.  This  is  relatively  easy  to  measure  for  salespeople. 
For  back-office  workers,  it's  presumed  to  be  the  overall 
, company  performance. 

Stock  isn't  just  given  away.  An  employee  has  to  pay  a 
company-set  price  based  on  a  rough  lair-market  value. 
He  or  she  gets  an  interest-free  loan  from  the  company 
payable  iii  up  to  ten  years  to  pay  for  the  stock.  To  keep 
Southwestern  from  becoming  just  another  public  com- 
pany, it  reserves  a  right  of  first  refusal  to  buy  stock  from 
any  employee  shareholder  wanting  to  sell.  At  retirement 
or  death,  the  stock  is  bought  back,  again  at  fair  market 
value.  Shareholders  who  got  in  during  the  early  days  of 
the  buyout  have  seen  the  price  of  their  shares  rise  from 
50  cents  to  $9.11.  -W.P.B. 


Spencer  Hays' 
products  include: 
annual  sports  magazines, 
reference  books  and 
Oxxford  men's  suits.  Tlie 
common  element  is  sales. 


lorn  James  Co.  bought  Enghsh 
American  Tailoring,  H.  Freeman 
Sons,  Oritsky  Suit  Co.  and  Individual 
Shirts  Inc.,  all  companies  with  well- 
known  labels.  Some  make  clothes  for 
Tom  James,  others  sell  to  the  trade. 
Hays-owned  companies  now  do 
$350  million  a  year,  and  the  business 
is  growing  30%  a  year  in  an  industry 
that  is  growing  at  a  fraction  of  that. 

Hays  had  long  wanted  to  buy 
Oxxford,  but  had  failed  twice.  Final- 
ly in  1994  he  succeeded.  Over  the 
previous  decade  Oxxford's  sales  had 
dropped  by  a  third  as  younger  Amer- 
ican businessmen  flocked  to  Italian 
designers.  The  Chicago-based  com- 
pany had  gone  through  several  recent 
owners,  was  losing  big  money  and 
faced  extinction. 

Oxxford's  revenues  are  up  by  a 
third,  to  perhaps  $45  million,  since 
Hays  bought  it.  He  recently  persuad- 
ed 92 -year-old  Stanley  Marcus,  the 
legendary  retired  chairman  of 
Neiman  Marcus,  to  make  an  invest- 
ment and  join  the  Oxxford  board. 
Trying  to  modernize  Oxxford's 
creaky  marketing,  Hays  produced 
two  videos  showing  department  store 
salesmen  how  to  sell  an  Oxxford  suit. 


During  an  interview  with 
Forbes,  Flays  was  more  than 
happy  to  demonstrate  selling 
points.  "There  are  850  hand- 
sewn  stitches  in  each  collar, 
so  it  lies  flat,"  he  intones, 
using  the  jacket  he  was  wear- 
ing as  an  example.  "There  are 
1,350  stitches  in  the  lapel,  so  it 
doesn't  buclde.  The  pockets  are 
constructed  in  such  a  way  that  if 
you   put   something   bulky   in 
them,  they  bulge  in  and  don't 
bulge  out." 

Nor  does  Hays'  demeanor.  Roger 
DiSilvestro  is  the  chief  executive  of 
Athlon  Sports  Communications, 
which  every  year  sells  1.1  million 
copies  of  such  once-a-year  sports 
books  as  Southeastern  Conference  Pre- 
view and  National  College  Preview. 
DiSilvestro  says  that  only  once  in  his 
21  years  of  working  for  Hays  did  the 
boss  become  visibly  angry  with  him. 
Reporting  on  a  disappointing  year  at 
Athlon,  DiSilvestro  said,  "We  tried 
our  best." 

Recalls  DiSilvestro,  "He  said,  'If 
you  did  your  best,  how  ai"e  you  going 
to  do  better  next  time.>'  He  wasn't 
mad  at  the  results,  but  only  at  my 


description  of  our 
efforts." 

Hays'  role  in  run- 
ning   these    diverse 
businesses  can  best  be 
LK  described  as  manage- 

m  ment  by  walking — or 
^' J  telephoning — around. 
I^f  He  borrows  empty 
rooms  at  his  various 
businesses  to  serve  as  a 
temporary  office. 
When  traveling  on 
business,  he  flies  coach.  "When  it 
comes  to  business,  I'm  just  cheap," 
he  says.  But  not  in  his  personal  life. 
Hays  is  a  great  believer  in  enjoying 
what  you  have.  His  recently  pur- 
chased apartment  in  Manhattan, 
where  he  and  his  wife  of  41  years 
spend  much  of  their  time,  displays 
originals  by  Matisse,  Carrier-Belleuse, 
Degas  and  Gauguin.  But  he  hasn't 
forgotten  his  adopted  state  or  the 
college  that  gave  him  his  start:  Hays 
and  his  wife  recently  gave  $2  million 
to  Texas  Christian  University,  on 
whose  board  he  has  sat  for  a  decade, 
to  build  a  theater. 

Spencer    Hays    is    an    American 
original.  IB 
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Lexmark  presents  the  entianced  Optra  S  family 
the  quickest  way  yet  to  cut  your  printing  costs. 
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Lexmark  software  that  lets  your  staff  know  when 
paper's  low  or  toner  needs  replacing  before  they  find  out 
the  hard  way 

To  save  your  people  time  and  frustration  and  greatly 
reduce  your  printer  acquisition  and  support  costs,  call 
1-800- LEXMARK.  (800-539-6275)  or  visit  us  at 
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Keep  your  company  private  and  you  miss  out  on  some  cheap  capital. 
But  you  won't  be  staying  awake  at  night  worrying  about  your  stock  price. 
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The  most  net 

income 

Company 

Prnfitc 

net 
($mil) 

Revenues 
($mil) 

operating 
($mil) 

Goldman  Sachs  Group 

$2,779 

$2,399 

$17,289 

United  Parcel  Service 

2,965 

1,146 

22.368 

Cargill 

3,235e 

814 

56,000 

Fidelity  Investments 

l.SSOe 

423 

5,080 

Marmon  Group 

SOOe 

305 

5,776 

Publix  Super  Markets 

570 

265 

10,431 

Baker  &  McKenzie 
Peter  Kiewit  Sons' 

271 
425 

246 

696 

221 

2,904 

International  Data  Group 

290 

176 

1,876 

Aramark 

510 

140 

6,300 

e:  Estimate.                                                                                                      | 

The  most  operating  income 


Company 

Prnfitr 

net 
($mil) 

Revenues 
($mil) 

operating 
($mil) 

United  Parcel  Service 

$2,965 

$1,146 
2,399 
130e 

$22,368 
17,289 

4.591 
10,431 

6,300 

Goldman  Sachs  Group 

2,779 

Cox  Enterprises 
Publix  Super  Markets 

1,200 

570 

265 

Aramark 

Peter  Kiewit  Sons' 

Borden 

510 

140 

425 

415 

221 

82 

2,904 

5.765 

Ralphs  Grocery 
Holberg  Industries 
International  Data  Group 

344 
300 

-94 
50 

5,516 
5.900 

290 

176 

1,876 

1 

Measured  by  its  $56  billion  in  revenues,  Cargill,  the  grain  trader,  shipper  and  process 
sor,  is  still  the  biggest  private  firm.  In  operating  income  (profits  before  depreciation, 
interest  and  taxes).  United  Parcel  Service  tops  the  list  with  $2.9  billion.  Cargill's 
estimated  $3.2  billion  in  operating  income  could  top  the  figure  for  UPS. 


Whhn  public  intvtstors  are  good  to 
you,  they  can  be  very,  very  good. 
They  were  good  to  Oxford  Health 
Plans  for  six  years.  Its  fans  pumped 
the  stock  up  to  $89,  or  56  times 
earnings  anci  36  times  its  new-issue 
price  in  1991.  That  gave  the  health 
maintenance  organization  a  way  to 
expand — it  had,  so  to  speak,  a  bot- 
tomless source  of  equit)'  capital  at  an 
effective  cost  of  less  than  2%.  The 
lofty  stock  also  made  it  cheap  to  hire 
ambitious  employees.  They  could 
imagine  what  their  stock  options 
would  be  worth  in  a  few  years. 

But  when  Wall  Street  turns  nega- 
tive, all  that  turns  to  ashes.  On  Oct. 
27,  the  day  the  market  crashed, 
Oxford  reported  it  would  record  a 
loss  on  receivables.  That  single  day 
the  stock  fell  62%,  and  it  has  not 
recovered.  Wham!  $5  billion  in 
market  value  expunged.  Stock 
options  worthless,  expansion  curren- 
cy gone,  morale  shattered. 

The  market  as  a  whole  recovered, 
however,  and  the  s&P  500  has 
resumed  trading  at  a  historically  rich 
23  times  trailing  earnings  and  5  times 
book  value.  Anyone  who  has  a  private 
company  with  a  decent  earnings  his- 
tory and  a  plausible  business  story — 
high  technology  or  low — will  tuid 
investors  very  receptive  to  an  offering 
of  shares.  The  money  is  tempting. 


Last  year's  list  of  the  500  biggest  pri- 
vate companies  has  lost  seven  mem- 
bers this  way,  including  C.H.  Robin- 
son, Silgan,  Brylane  and  IPC  (Ivex 
Packaging  Corp.). 

What's  holding  others  back.'  Why 
the  lure  of  cheap  public  money  that 
need  never  be  paid  back.^  The  acci- 
dent that  befell  Oxford  is  part  of  the 
answer:  Being  public  is  a  great  thing 
when  you  have  a  high-tlying  stock. 
The  rest  of  the  time  it  can  be  a  pain. 

Once  a  company  is  public,  it  is 
accountable  to  a  different  kind  of 
stakeholder.  Pension  and  mutual  tiind 
managers  tr\'  to  tell  \'ou  how  to  run 
your  business.  Public  companies  must 
romance  security  analysts  and  then 
meet  lofty  earnings  expectations 
every  three  months. 

But  it  goes  beyond  the  pressure  for 
earnings  gains.  Publicly  held  compa- 
nies must  bare  their  souls.  There  is  no 
doubt  that  Microsoft's  very  liquid 
stock  and  the  options  that  go  with  it 
have  been  a  great  magnet  for  talent. 
But  is  there  any  doubt  that  public 
knowledge  of  the  company's  fat 
profit  margins  have  made  it  a  much 
more  tempting  target  for  Janet 
Reno's  trustbusters.^ 

Some  private  companies  don't 
need  or  want  the  outside  capital.  So 
what  if  Wall  Street  is  so  eager  to  get 
into  your  industry  that  it  will  buy 
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The  largest  cooperatives  . . . 


and  mutual  insurance  firms 


Cooperative/business 

Revenues 
($mil) 

Farmland  Inds/feed,  fertilizer,  petroleum,  grain 

$9,789 

Harvest  States  Cooperatives/grain  marketing  &  food  processing 

8,154 

Wakefern  Food/distnbutes  food  to  supermarkets 

4,304 

Mid-America  Dairymen/dairy  products;  farmers'  co-op 

4,085 

Topco  Associates/distributes  food  to  supermarkets 

i      3,900 

Land  O'Lakes/dairy  products;  farmers'  co-op 

3,486 

Associated  Wholesale  Grocers/distributes  food  to  supermarkets 

3,096 

i      2,765 

ACE  Hardware/wholesales  hardware 

:       2,742 

Cenex/fertilizer,  petroleum  refining  &  marketing 

2,683 

Source:  NCB  Co-Op  100  via  National  Cooperative  Bank.  Washington,  DC                             1 

Company/business 

Revenues 
($mil) 

State  Farm  Mutual  Automobile/property  &  casualty 

$37,486 

Prudential  Insurance  of  America/life  &  fiealtfi  insurance 

31,162 

Metropolitan  Life/life  &  health  msurance 

23.232 

New  York  Life/life  &  health  insurance 

_:      18.326 

Principal  Financial  Group/life  &  health  insurance 

15,052 

John  Hancock  Mutual  Life/life  &  health  insurance 

11,835 

Northwestern  Mutual  Life/life  &  health  insurance 

11.261 

MassMutual  Life/life  &  health  insurance                        »»» 

gai     10.200 

Guardian  Life  of  America/life  &  health  msurance 

6.904 

Mutual  of  Omaha/life  &  health  insurance 

4.018 

Source:  A.M.  Best  Co.                                                                                                1 

These  companies  are  neither  public  nor  private.  They  pay  corporate  income  taxes  and  publish 
financial  reports,  but  you  can't  buy  stock  in  them.  Their  stock  is  owned  by  customers  or  suppliers. 
Policyholders  of  mutual  insurance  companies,  for  example,  are  supposed  to  share  in  the  profits  of 
the  firm  by  receiving  lower  insurance  rates. 


some  of  your  shares  for  twice  what 
they're  worth?  You  may  be  better  off 
holding  on  to  all  of  them  and  leaving 
them  on  your  estate  tax  return  at  a 
low  value. 

Private  companies  don't  have  to 
play  by  the  same  rules  as  public 
ones.  Try  convincing  the  board  of 


directors  of  a  public  company  to 
make  your  daughter  or  son-in-law 
the  next  chief  executive.  Many  of 
our  private  companies  are  run  by 
second-generation  (or  later)  mem- 
bers of  the  founding  family.  Some- 
times that's  good  for  the  company, 
sometimes  not — but  at  least  the 


What  is  a  private  company? 

Ti-rccp   Aop  FIRMS  that 

I^^H  ^^         "  11^81 

either  have  too  few  share- 

^BP  ^-'^^&'  ^k 

holders  (generally,  500) 

W^    v-"^fe*    ^^ 

to  be  compelled  on  that 

^^f       \\-     -^^      ^i 

.     basis  to  file  financial 

>              .-/^..     - 

reports  with  the  Securi- 

ties &  Exchange  Com- 
mission, or  limit  share 

^^^^^^^^r                                  VI 

''''^^a^^^^^H ' 

ownership  to  some  select 

^^iriiPfe^^^^^^H 

group  such  as  employees. 

^^^^^^L         ^1^^^   ^^     1 

To  qualify  for  the 

^^^H^lBb               ^^R"      ^_  J 

Forbes  500  biggest  pri- 

^^^r^^Hfi^^\             ml 

vate  companies,  a  firm 

■    "  "^      Jl 

must  be  headquartered 
in  the  U.S.  and  not  be 
50%  or  more  owned  by 

^^^^^H  V                                                                ^^v  ^H 

foreigners  or  other  cor- 
^     porations.  We  also  omit 

companies  with  fewer 

\    than  100  employees. 

■■■   ii.T-   -    »*.,-.-    — '     ..-.,,--,»<•,»     -uM--*-^            -.,7        ••  ■; 

Mutuals  and  co-ops  are 
^    listed  above.                  IH 

founder  gets  to  give  his  kids  a 
chance. 

Private  company  executives  don't 
stay  a\\'ake  at  night  worrying  about  a 
hostile  takeover.  Once  in  a  blue 
moon  an  outsider  may  launch  a 
tender  offer,  hoping  to  snatch  shares 
fi-om  a  dissident  family  member.  But 
most  of  the  companies  on  this  list  are 
takeover-proof.  There  used  to  be  a 
few  shares  of  Simpson  Investment  in 
public  hands,  and  there  was  a  risk 
that  some  undesirable  might  accu- 
mulate a  significant  stake.  The  Reed 
family  of  Seattle,  which  controls  the 
company,  eliminated  the  danger  with 
a  squeeze-out  that  eliminated  all  out- 
siders' shares  at  a  court-approved 
appraised  value. 

Simpson  Investment  is  among  a 
small  group  of  large  private  compa- 
nies that  guard  their  privacy  with 
fanaticism;  others  are  Swagelok, 
Lykes  Bros,  and  Stevedoring  Ser\ices 
of  America.  At  the  other  end  of  the 
spectrum  are  firms  that  look  and  act 
like  public  ones,  with  one  difference: 
They  are,  in  effect,  owned  by  their 
employees.  Share  ownership  is  hmit- 
ed  to  employees,  who  must  sell  back 
their  shares  when  they  leave.  United 
Parcel  Service  and  Science  Applica- 
tions International  (see  story,  p.  154) 
are  prime  examples  of  this  breed. 

UPS  and  Science  Apphcations  have 
this  advantage  over  Microsoft:  The 
closely  controlled  trading  in  their 
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shares  keeps  the  price  much  more 
stable.  Employees  watch  the  bottom 
line  rather  than  the  stock  ticker. 

So  how  does  Forbes  get  its  num- 
bers on  the  500  large  private  compa- 
nies with  revenues  over  $433  million 
listed  in  this  issuer  For  tight-lipped 
outfits  like  Simpson  Investment  we 
estimate  revenues  and  operating 
income  from  data  pieced  together 
from  industry  analysts,  competitors, 
trade  associations  and  present  or 
former  employees.  Others  volunteer 


financial  data,  which  we  double- 
check.  Fifh'-seven  of  the  500  compa- 
nies have  outstanding  debt  and  file 
profit-and-loss  statements  with  the 
Securities  &  Exchange  Commission. 

Our  net  income  figures  reflect 
both  continuing  and  discontinued 
operations  but  exclude  extraordinary 
items.  Operating  income  is  income 
before  interest,  income  taxes,  depre- 
ciation and  amortization. 

Are  prixate  companies  more  or 
less  profitable  than  public  compa- 


nies? It  is  impossible  to  tell.  The 
1,300  public  companies  in  the 
Forbes  industry  report  (Jan.  13) 
have  an  average  net  profit  margin  of 
5%,  while  the  500  private  compa- 
nies surveyed  here  net  on  average 
only  3%.  But  this  lower  number  is 
in  part  a  reflection  of  the  hea\y 
incidence  of  wholesalers,  auto  deal- 
ers and  commodities  traders.  So 
don't  weep  for  the  proprietors: 
Eighty-five  of  them  have  made  The 
Forbes  Four  Hundred.  ^ 


. . .  See  www.forbes.com/privates  for  an  expanded  and  searchable  database  of  the  Forbes  500  biggest 
private  companies  and  information  on  how  to  obtain  an  electronic  download  of  the  complete  list. 
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Taiwan  Inno  value: 

Letting  your  laptop  outlast  you 

on  a  long  haul  flight. 


W* 


>^^-£i- 


Acer's  10-hour  TravelMate  utilizes  not 
^  only  a  special  battery  but  new  circuitry 
and  software  to  lessen  battery  drain. 


From  long-lasting  laptops  to  mother- 
boards, scanners  to  scooters,  Taiwan 
is  expanding  its  unique  advantage  of 
Innovalue.  That's  the  added  value 
Taiwan  manufacturers  give  their 
products  through  brilliant  innovations. 


Many  Innovalue  products  are  al 
winners  of  Taiwan's  prestigio 
Symbol  of  Excellence,  like  the  n< 
infrared  wireless  keyboard  frc 
Silitek,  or  the  expandable  masl 
hub  recently  introduced  by  D-Lir( 


t^B-: 


/ 


bday,  Innovalite  is  making  Taiwan 
le  best  place  to  source,  design  and 
lanufacture.  It's  a  difference  you'll 
ind  in  many  product  areas.  Perhaps 
ours.  If  you  want  to  know  more, 
each  us  by  fax  or  through  the  Intemet. 


^taLito 


Your   Source   for 


Fax :  886-2-723-5497  E-Mail :  mitnews@cetra.org.tw    http :  //innovalue.cetra.org.nv 


JHi'/lWimiJilJii:!!^- 


Rank 

'96 

Company 

business 

Chief 
executive 

Revenues 

($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

1 

Cargill 

inti  marketer  &  processor  of  agricultural  &  industrial  commodities 

Ernest  S  Micek 

$56,000 

$3.235e 

$814 

79,000 

May 

19 

2 

Kocli  Industries 

oil  &  gas,  chemicals,  agriculture,  minerals,  real  estate,  finance 

Charles  Koch 

30,000e 

3,300e 

600e 

13.000 

June 

B 

3 

United  Parcel  Service 

package  delivery 

James  P  Kelly 

22,368 

2,965 

1,146 

333,600 

Dec 

■1 

5 

Goldman  Sachs  Group 

securities  brokerage,  investment  banking 

Jon  S  Corzine 

17,289 

2.779 

2.399 

8.977 

Nov 

4 

Continental  Grain                                                               Paul  J  Fribourg 
markets  commods;  processes  poultry  &  meat;  mills  flour  &  feed;  financial  svcs 

16,000 

800e 

200e 

16,800 

Mar 

■1 

6 

Mars 

makes  candy,  ice  cream  &  pet  food;  rice;  electronics 

Forrest  E  Mars  Jr 

14,500e 

l,650e 

850e 

28.500 

Dec 

■1 

8 

Andersen  Worldwide 

accounting,  auditmg,  tax  &  consulting  services 

W  Robert  Grafton 

11,300 

2,825e 

2,035e 

104,933 

Aug 

■I 

9 

Publix  Super  Markets 

534  supermarkets  in  Alabama,  Florida,  Georgia  &  South  Carolina 

Howard  M  Jenkms 

10,431 

570 

265 

103,000 

Dec 

■1 

11 

KPMG  Peat  Marwick' 

accounting,  auditing,  tax  &  consulting  services 

Stephen  G  Butler 

9,200 

2,025e 

l,380e 

83,500 

Sept 

■a 

13 

Ernst  &  Young2 

accounting,  assurance,  tax  &  consulting  services 

Philip  A  Laskawfy 

9,100 

2,275e 

l,640e 

79,750 

Sept 

IB 

10 

Bechtel  Group 

engmeering,  proiect  development,  construction  &  management 

Riley  P  Bechtel 

8,200 

410e 

165e 

30,000 

Dec 

■a 

12 

Packard  Bell  NEC 

sells  computer  products  through  department  &  discount  stores 

BenyAlagem 

8,000e 

320e 

— 

8,000 

Dec 

■a 

15 

Coopers  &  Lybrand^ 

accounting,  auditing,  tax  &  consulting  services 

Nicholas  G  Moore 

7,695 

l,540e 

l,150e 

74,000 

Sept 

■a 

17 

Deloitte  Touche  Tohmatsu 

accounting,  auditing,  tax  &  consulting  services 

Edward  A  Kangas 

7,400 

2,000e 

l,405e 

65,000 

June 

~n    1,1,1    iii^^M^^M^— M^i^—i — — — ^M^i^i— — 

Dalton,  Ga.'s  claim  to  fame:  It  is  the 
headquarters  of  3  large  private 
carpet  companies— World  Carpet, 
Queen  Carpet  and  Beaulieu  of  America. 

-_^^_- 

■a 

21 

Meijer 

general  merchandise  &  grocery  stores  in  the  Midwest 

Fred  Meijer 

7,230e 

365e 

220e 

73,000 

Jan 

■a 

16 

Levi  Strauss  &  Co 

Levis  &  Dockers  jeans  &  related  products 

Robert  D  Haas 

7,100 

l,000e 

— 

37,000 

Nov 

D 

14 

Montgomery  Ward  &  Co 

department  &  specialty  stores,  catalog  sales 

Roger  VGoddu 

6,620 

75 

-249 

58,100 

Dec 

■a 

23 

HE  Butt  Grocery                                                                    Charles  C  Butt 
H-E-B  &  H-E-B  Pantry  Food  stores;  milk  plant  &  bread  bakery  in  Texas 

6,500^ 

325e 

130e 

45,000 

Oct 

■a 

19 

Aramark                                                                              Joseph  Neubauer 
food  svcs  for  corporations,  hospitals  &  schools;  child  care  &  educational  svcs 

6.300 

510 

140 

150,000 

Sept 

18 

MacAndrews  &  Forbes  Holdings 

Revlon,  Coleman,  Consolidated  Cigar;  First  Nationwide  Bank 

Ronald  0  Perelman 

6,071 

895 

753 

29,854 

June 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. '  Announced  plans  to  merge  with  Ernst  &  Young  ^  Announced  plans  to  merge  with  KPMG  Peat  Marwick. 
^  Announced  plans  to  merge  with  Price  Waterhouse.  *  Company  provided  estimate  for  October  1997. 
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IT'S  A  BELLS  AND  WHISTLES 
SYMPHONY  ORCHESTRA. 


FORD  CHOICE  NOW  MAKES  IT  EASIER  THAN  EVER 
TO  GET  THE  MOST  TAURUS  FOR  YOUR  MONEY 


J 


Siy -Passenger  Sealing 
with  Dual  Recliners 


Tilt  Steering 


Air  Conditioning 


Second  Generation 
Depowered  Dual  Airhags' 


Poiwr  Remote- 
Control  Mirrors 


Independent  Rear 
Quadralink  Suspension 


Power  Windows 


Safety  Cell 
Construction 


i45-Horsepower 
V6  Engine 


Childproof  Rear 
Door  Locks 


Electronic  4 -Speed 
Automatic  Transaxle 


Delifxe  Wheel 
Covers 


1  AUivLJio  Now  with  Ford  Choice,  we've  taken  all  the  most  popular  Taurus  features  and  made  chem  standard.  You  can 
get  the  Taums  LX  shown  above  for  just  $18,795."  Want  to  move  up  to  the  even  better  equipped  SE,  with  features  like  power  door 
locks  and  remote  keyless  entry?  It's  just  $19,995.**  Either  way  figure  on  an  easy  decision  and  a  great  value.  Ah,  music  to  your  ears. 


"Always  wear  your  safety  belt  and  secure  children  in  the  rear  seat. 
"MSRP,  title,  tax  extra.- 


I  Fc»^3  Choice  i 


HAVE  YOU  DRIVEN  A  FORD  LAFELY? 


^JTCC 


l-800-2-''8  UJRPoi  uxv»  lord  com 


Mi|i||i]JJHmilHil,',U:i:M^- 


Rank 

mm 

•96 

Company 

business 

Chief 
executive 

Revenues 

($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

El 

■ 

WPM 

24 

MM 

20 

El 

22 

rai' 

26 

Bi' 

28 

El' 

27 

El' 

29 
32 

BI 

33 

19 

30 

■a 
■a 

25 

WM 

34 

■a' 

55 

■B' 

31 

■a' 

37 

WM 

36 

■a' 

35 

■a' 

44 

■a' 

40 

■a' 

42 

■a' 

38 

■a 

39 

Holberg  Industries 

distributes  food  &  related  products;  parking  management 

John  V  Holten 

$5,900' 

$300' 

$50' 

9.300 

Dec 

Amway 

direct  sales  of  household  &  personal  care  products 

Dick  DeVos^ 

5.780e 

705e 

350e 

13,000 

Aug 

Marmon  Group 

60  manufacturing  &  service  companies 

Robert  A  Pritzker 

•^.776 

BOOe 

305 

35,000 

Dec 

•Borden                                                                                C  Robert  Kidder 
pasta,  snacks  &  other  packaged  foods;  adhesives  &  wallcoverings;  ind  chemicals 

5,765 

415 

82 

20,000 

Dec 

Price  Waterhouse^ 

accounting,  auditing,  tax  &  consulting  services 

James  J  Schiro 

5,630 

l,520e 

l,180e 

60.000 

June 

Ralphs  Grocery^ 

supermarkets  in  California  &  the  Midwest 

George  G  Golleher 

5.516 

344 

-94 

27,254 

Jan 

JM  Family  Enterprises 

independent  distributor  of  Toyotas;  auto  dealerships;  financial  services 

Pat  Moran 

5,100 

150e 

50e 

3,000 

Dec 

Fidelity  Investments 

mutual  funds,  discount  brokerage,  pension  management 

Edward  C  Johnson  3d 

5,080 

l,830e 

423 

24,091 

Dec 

Clark  USA 

refines  &  markets  petroleum  products:  gasoline  &  convenience  stores 

Paul  DMelnuk 

5,073 

37 

-56 

7.400 

Dec 

Huntsman 

chemicals,  polymers,  packaging  products 

Jon  M  Huntsman 

4.750 

525e 

— 

9,550 

June 

Cox  Enterprises 

newspapers,  broadcasting,  broadband  communications,  auto  auctions 

James  C  Kennedy 

4,591 

1,200 

130e 

43,000 

Dec 

•Alliant  Foodservice 

distributes  food  to  restaurants,  hospitals  &  other  nonretail  facilities 

James  A  Miller 

4,500 

200e 

115e 

9.700 

Dec 

•Hechinger  Investment                                                         Anthony  Petrillo 
Hechinger,  Home  Quarters  &  Builders  Square  home  improvement  centers 

4.400 

— 

— 

35.000 

Dec 

Advance  Publications 

newspapers.  Random  House,  Conde  Nast,  New  Yorker 

SI  Newhouse  Jr 

4,250e 

620e 

265e 

24,000 

Dec 

SC  Johnson  &  Son 

specialty  products  for  home,  personal  care  &  insect  control 

V^illiam  D  Perez 

4,200e 

756e 

252e 

14,000 

June 

Giant  Eagle 

supermarkets  in  Pennsylvania.  Ohio  &  West  Virginia;  wholesales  food 

David  S  Shapira 

3,792* 

150e* 

55e* 

19,200 

June 

Pathmark  Stores 

supermarkets  &  drugstores  in  eastern  US 

James  Donald 

3,711 

225 

-20 

29,700 

Jan 

Enterprise  Rent-A-Car 

auto  rental,  leasing,  car  sales 

Andrew  C  Taylor 

3.680 

550e 

200e 

35.000 

July 

C&S  Wholesale  Grocers 

wholesales  food  to  supermarkets,  retail  stores  &  military  bases 

Richard  B  Cohen 

3,665 

llOe 

45e 

3,000 

Sept 

Hallmark  Cards                                                                     Irvine  OHockadayJr 
greeting  cards  &  related  products;  television  programming:  art  materials 

3.600 

580e 

275e 

40,500 

Dec 

Menard 

home  improvement  centers  in  the  Midwest 

John  Menard 

3,100e 

217e 

90e 

7.000 

Dec 

Milliken  &  Co 

textiles  &  chemical  products 

Roger  Milliken 

3.000e 

310e 

90e 

16,000 

Nov 

Graybar  Electric 

wholesales  &  distributes  electrical  &  communications  equipment 

Carl  Hall 

2,991 

101 

45 

6.600 

Dec 

Peter  Kiewit  Sons' 

heavy  construction,  coal  mining,  private  toll  road  in  California 

W/alter  Scott  Jr 

2,904 

425 

221 

13.990 

Dec 

Hy-Vee                                                                                Ronald  D  Pearson 
Hy-Vee  Food  stores.  Drug  Town  drugstores  &  Heartland  Pantry  convenience  stores 

2,900 

78e 

29e 

38,400 

Sept 

■  Not  on  last  years  list.  •Went  private  via  leveraged  buyout  since  1992.  e:  Estimate.  *Pro  forma  figures:  reflects  recent  acquisition. '  Company  provided  pro  forma  figures  for  December  1997.        1 
^  Steve  Van  Andel  is  co-chief  executive.  ^  Announced  plans  to  Tierge  with  Coopers  &  Lybrand.  ■*  Announced  plans  to  be  acquired  by  Fred  Meyer.                                                                        1 
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Michael  Mondavi  is  an  expert  on  quality. 
As  President  and  CEO  of  Robert  Mondavi, 
he  demands  it  in  the  award-winning  wines 
his  company  produces  and  markets  in  over 
90  countries.  So  it's  no  surprise  that  he  is 
equally  demanding  in  his  choice  of  personal 
and  business  transportation— Executive  Jet. 

At  Executive  |et,  we  not  only  invented 
fractional  jet  ownership,  we've  spent  ten 
years  perfecting  it.  Today,  we're  the  world 
leader,  providing  the  largest  fleet,  the  best 
aircraft  and  unparaOeled  service.  Through 
our  Netjets"  and  Netjets^  Europe  programs, 
we  Qn  have  your  airaaft  ready  and 
waiting  at  any  one  of  5,000  airports  in  as 
littie  as  four  hours.  Any  day  of  the  year.    , 
Guaranteed.  **- 

It's  that  land  of  commitment  to  quality 
of  service  that's  won  over  demanding 
customers  like  Michael  Mondavi.  Why  not 
join  him?  Call  today  and  find  out  how  easy 
and  affordable  the  ultimate  in  personal 
and  business  transportation  an  be. 
i-8oo-82i-2299. 


^'■-'V 


Michael  Mondavi 


Judge  a  company  by  the  customers  it  keeps.     EXGCUtlVG^Gt 


N    B    T   /    E    T   S 


Netlets  and  Netlets  Europe  are  products  of  Executive  jet.  Gulfsti'eam  Shares^^'  is  a  product  of  Executive  let  and  Gulfstieamf  Fractional  aircraft  shares  are  axailable  in  small, 
mid-range  and  large  cabin  business  jets  including  tlie  Citation  SIl,  Citation  V  U  tra.  Citation  Vll,  Hawker  800XP,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 


i 
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Rank 

KOI 

'96 

11 

46 

Company 

business 

Chief 
executive 

Revenues 

($mil) 

Profits- 
operating 
($mll) 

net 
($mll) 

Employees 

Fiscal    ' 
year-end 

Steelcase' 

manufactures  &  distributes  office  furniture  &  systenfis 

James  P  Hackett 

$2,900 

— 

— 

19.000 

Feb 

■a 

43 

Hearst                                                                                 Frank  A  Bennack  Jr 
new/spapers,  magazines,  cable  TV,  books,  broadcasting,  syndicates  comic  strips 

2,800e 

$515e 

$155e 

14,000 

Dec 

51 

Schwan's  Sales  Enterprises                                                   Alfred  Schwan 
delivers  frozen  pizzas  &  other  frozen  foods  tc  homes,  hospitals  &  schools 

,  2,800e 

290e 

135e 

6,000 

Dec 

45 

JR  Simplot                                                                            Stephen  A  Beebe 
processes  potatoes,  vegetables,  cheese  &  other  foods;  fertilizer;  livestock 

2,800 

280e 

140e 

12,000 

Aug 

■1 

49 

Randalls  Food  Markets 

Tom  Thumb  Food  &  Pharmacy,  Randalls  Food  &  Pharmacy  stores 

R  Randall  Onstead  Jr 

2,635e 

70e 

35e 

25,000 

June 

it  year  there  will  likely  be  6— rather 
n  S— large  accounting  firms. 
ie  Waterhouse  plans  to  merge  with 
»pers  &  Lybrand;  Ernst  &  Young  with 
MG  Peat  Marwick. 

c: 

-0 

m 

33 
(/) 

—1 
O 

o 

ABCPEFOHIJKLMHOPQRSTI 

tha 
Pric 
Cog 

O 

75 

Renco  Group                                                                        Ira  L  Rennert 
makes  steel  &  refined  lead;  mines  coal;  builds  HumVee  &  Hummer  all-terrain  vehicles 

2,520 

— 

— 

10,500 

Oct 

mm 

58 

•Entex  Information  Services                                                   John  McKenna 
PC  &  network  support  services  for  large  corporations  &  government  agencies 

2,481 

lOOe 

35e 

7,500 

June 

El 

53 

HendrJck  Automotive  Group 

auto  dealerships  in  9  states 

JC  Perkins 

2,455 

65e 

30e 

4,500 

Dec 

El 

48 

Transammonia 

trades  &  ships  fertilizers,  liquefied  petroleum  gas  &  petrochemicals 

Ronald  P  Stanton 

2,423 

19e 

7e 

262 

Dec 

56 

Science  Applications  International 

technology  research  &  development  &  systems  integration 

J  Robert  Beyster 

2,4022 

168^ 

64^ 

25,192 

Jan 

98 

Lefrak  Organization 

real  estate  development  &  management;  entertainment;  oil  &  gas 

Samuel  J  LeFrak 

2,300 

— 

— 

17,500 

Dec 

El 

54 

•Wesco  Distribution 

distributes  electrical  supplies,  components  &  related  products 

Roy  W  Haley 

2,275 

81 

34 

4,655 

Dec 

71 

Gulf  Oil 

wholesales  &  distributes  oil  &  petroleum  products 

Gary  Kaneb 

2,265e 

12e 

3e 

200 

Sept 

143 

Jitney  Jungle  Stores  of  America 

Jitney  Jungle  &  Sack  &  Save  supermarkets;  Pump  &  Save  gas  stations 

Michael  Julian 

2,251* 

131* 

r 

11,000 

Apr 

El 

89 

Gulf  States  Toyota 

independent  distributor  of  Toyotas 

Jerry  Pyle 

2,250e 

45e 

25e 

1.600 

Dec 

El 

59 

Wegmans  Food  Markets 

Wegmans  Food  Markets  stores;  Chase-Pitkin  Home  &  Garden  Centers 

Robert  B  Wegman 

2,250 

75e 

45e 

25,085 

Dec 

Bl 

63 

TLC  Beatrice  International  Holdings 

wholesales  &  retails  food  in  Europe;  makes  ice  cream  &  other  desserts 

Loida  Nicolas  Lewis 

2,225 

127 

20 

4,700 

Dec 

64 

•American  Axle  &  Manufacturing                                             Richard  E  Dauch 
makes  gears,  axles  &  forged  products  for  General  Motors  &  other  automakers 

2,200 

143e 

44e 

8,550 

Dec 

Bl 

61 

Core-Mark  International 

distributes  tobacco  products,  candy,  health  &  beauty  aids 

Robert  Allen 

2,200e 

73e 

24e 

2,113 

Dec 

Ei 

65 

Mid-Atlantic  Cars 

auto  dealerships 

Frank  Cuteri 

2,200e 

59e 

27e 

3,700 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 
$1  billion  (revenues)  acquisition  of  Bellcore. 

*  Pro  forma  figures;  reflects  recent  acquisition. '  Announced  pl< 

ins  to  go  public 

.  ^  Does  not  reflect  the 
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For  a  Honora  brochure  and  a  jeweler  nearest 


you  call  toll-free  1-888-2-HONORA.  http://www.hon 


ora.com 


01997  Honora  Designs  Copyrighted 


fcHil 


uiii/in^nuiiUMJi^r 


Pank        Pninnanv 

Phipf                        ffovpniioc                    Prnfitc 

net 
($mil) 

Employees 

Fiscal 
year-end 

■HI    business 
'96 

executive              ($mil)         operating 

($mil) 

MM    Perdue  Farms 

62        processes  poultry 

James  A  Perdue             $2,200               $175e 

$22e 

18,000 

Mar 

IQI    Red  Apple  Group 

57        supermarket  chain  in  New  York  City;  refines  oil;  real  estate 

John  Catsimatidis           2,200                  94 

38 

4,200 

May 

KM    Southern  Wine  &  Spirits 

60        distributes  wine  &  spirits 

Harvey  Chaplin            .,  2,200e                 88e 

44e 

4,000 

Dec 

M^M    Jordan  Automotive  Group 

52        auto  dealerships  &  fleet  sales 

Jordan  Kapson                2,178                  28e 

13e 

200 

Dec 

BO    Schneider  National 
82        truckload  carrier 

Donald  J  Schneider          2,156                 270e 

55e 

17,550 

Dec 

BIB    Global  Petroleum 

50        trades  petroleum 

Alfred  A  Slifka                2,097                  lie 

3e 

150 

Dec 

B9    Ed  Morse  Automotive  Group 
88       auto  dealerships 

Edward  J  Morse              2,094                  29 

5 

2,236 

Dec 

MM    VT 

77        auto  dealerships 

Cecil  Van  Tuyl                 2,076                  56e 

25e 

4,300 

Dec 

jJBI    Belk  Stores  Services 

83        department  stores 

John  M  Belk                   2,050e               llOe 

50e 

29,000 

Jan 

WM    Kohler 

72        plumbing  products,  engines,  generators,  furniture,  hotels,  golf  courses 

Herbert  V  Kohler  Jr           2,000                 130e 

54 

17,000 

Dec 

WIM    McKinsey  &  Co 

74        international  business  consulting  firm 

Rajat  Gupta                   2,000                 600e 

444e 

7,527 

Dec 

WSM    Raley's 

69        Raley's  Food  &  Drug  stores,  Bel  Air  Markets 

Michael  Teel                   1,957                  59e 

30e 

12,900 

June 

B9    Keystone  Foods 

79        processes  beef  &  poultry  for  food  svcs;  distribs  food  &  other  supplies 

Herbert  Lotman               1,905                 124e 

38e 

4,000 

Dec 

KS    Helmsley  Enterprises 

76        real  estate;  Helmsley  &  Harley  hotels 

Leona  Helmsley              l,900e               247e 

58e 

13,000 

Dec 

Privately  owned  companies 
are  big  in  food  distribution. 
The  19  food  distributors  on 
Forbes  500  have  $27  billion 
in  estimated  revenues. 

the 

CO 

z 
m 

S 

m 
t/i  - 

. ■ 

X 

a 

o 
-z. 

1 

lEui    Lennox  International 

81        climate-control  systems  &  equipment 

John  W  Norris  Jr              l,900e               210e 

88e 

8,400 

Dec 

m    international  Data  Group 

97        computer  publications  &  market  research;  computer  trade  shows 

Patrick  J  McGovern          1,876                 290 

176 

9,500 

Sept 

IBB    Metromedia                                                                      JohnWKIuge                1,860               185e 
73        Ponderosa  steakhouses,  Bennigan's  &  other  restaurants;  hotels;  industrial  equip 

65e 

65,000 

Dec 

BSi    Consolidated  Electrical  Distributors 

91        wholesales  &  distributes  electrical  equipment 

Keith  W  Colburn              l,850e               145e 

45e 

4.150 

Dec 

B9i    Goodman  Manufacturing 

405        manufactures  air-conditioning  &  heating  equipment 

Frank  Murray                 l,850e*              115e* 

— 

7,200 

Dec 

^^1    Gilbane  Building                                                                      Paul  J  Choquette  Jr          1,848                  47e 
110        constructs  airports,  educational,  &  govt  facilities,  water  treatment  plants 

17e 

993 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 

*  Pro  forma  figures;  reflects  recent  acquisition 

•" 
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obilon   down   the   road 
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INTRODUCING     MOBILON". 


THE     RIGHT     HflRDWfiRE 
THE     RIGHT    SOFTWARE . 
USE     IT    ANYWHERE. 


33.6/9.6  Kbps 
jata'fax  modem 


Pivoting  PC  card 
digital  camera 


FROM      SHARP      MINDS 

COME      SHARP      PRODUCTS" 


©1997  Sharp  Electronics  Corporation.  All  trademarks  and  registered 
trademarks  are  property  ot  their  respective  holders.  "Optional  accessory. 


Who  says  you  can't  take  it  with  you?  Now  there's 
Mobilon,  the  new  handheld  PC  that  works  like  your 
desktop  computer. 

Only  Mobilon  gives  you  a  crisp  LCD  screen  and 
wide  keyboard,  including  One-Touch"' application 
keys,  so  you  can  access,  process  and  use  information 
anywhere  you  go. 

Best  of  all,  Mobilon  is  designed  by  Sharp,  the  world 
leader  in  handheld  devices. 

Mobilon  uses  the  very  latest  Microsoft  Windows 
CE  2.0,  including  Pocket  versions  of  Word,  Excel, 
Outlook,  PowerPoint,  and  Internet  Explorer. 

And  Sharp's  PC  card  Digital  Camera*,  Image  Editing 
software  and  Voice  Recorder  let  you  add  pictures 
and  voice  messages  to  your  e-mail  back  to  the  office. 

Mobilon  gives  you  the  information,  mobility  and 
power  to  really  go  places. 

www.sharp-usa.com 
800-BE      SHARP 
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Rank     Company 

business 
'96 

Chief 
executive 

Revenues 
($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

Secular 

67        trades  &  stores  grain  &  feed  ingredients 

Marshall  E  Faith 

$1,808 

$27e 

$5e 

278 

May 

Neuman  Distributors                                                           Samuel  Toscano  Jr 
125        distributes  pharmaceuticals  &  medical  equipment  to  hospitals  &  drugstores 

1,802* 

17* 

1* 

1.000 

Apr 

HT  Hackney 

■        distributes  food  &  petroleum 

William  B  Sansom 

•l,800e* 

— 

— 

1,900 

Dec 

MBM 

84        distributes  food  &  related  products  to  restaurant  chains 

Jerry  L  Wordsworth 

1,800 

50 

20 

1,500 

Dec 

KM    Penske  Truck  Leasing 
47        leases  trucks 

Brian  Hard 

1,800 

775e 

145e 

1,400 

Dec 

c 

■< 
tn 

C 

1 
> 

I 
c 

c 
-z. 

Basket-weaving  made  Dresden,  Ohio-based 
Longaberger  a  private  giant.  The  company 
sold  over  7  million  baskets  last  year. 

El    D 

90        D 

eMoulas  Super  Markets 

eMoulas  &  Market  Basket  supermarkets  in  Massachusetts  &  New  Han 

Telemachus  A  Demoulas    1,760 
ipshire 

90e 

60e 

11,900 

Dec 

■9    Q 
103        g 

uikTrip 

asoline  &  convenience  stores  in  7  southern  &  midwestern  states 

Chester  Cadieux 

1,730 

64 

18 

4,500 

Apr 

KM  s 

80        1 

tater  Bros  Markets 

12  supermarkets  in  California 

Jack  H  Brown 

1,725 

60 

15 

10,400 

Sept 

K?B  G 

78        f 

uardian  Industries 

at  glass,  fiberglass  insulation,  plastics,  auto  glass 

William  Davidson 

l,700e 

270e 

145e 

12,800 

Dec 

MH  s 

94        8 

chnuck  Markets 

7  Schnucks  supermarkets  in  the  Midwest 

Craig  D  Schnuck 

1,700 

48e 

32e 

16,000 

Oct 

KM  s 

70        c 

outhwire 

opper  &  aluminum  rods,  electrical  power  cables  &  specialty  wires 

Roy  Richards  Jr 

1,700 

170e 

68e 

5,000 

Dec 

KW  E 

96        d 

by-Brown 

istributes  candy,  tobacco,  food  &  merchandise 

Richard  W  Wake' 

1,670 

33e 

5e 

1,395 

Dec 

m^l  •Specialty  Foods                                                                    Larry  Benjamin 
66        makes  breads,  cookies,  specialty  cheeses,  premium  snacks  &  other  food  products 

1,661 

104 

447 

14,000 

Dec 

HS    Pilot                                                                                   James  A  Haslam  III 
131        98  travel  centers;  48  convenience  stores  in  Tennessee,  Virginia  &  West  Virginia 

1,658 

62 

46 

5,363 

Dec 

107        0 

inclairOil 

11  refineries,  ski  resorts,  hotels,  gas  stations 

RE  Holding 

l,645e 

220e 

50e 

5,600 

Dec 

IBWal 

■        l( 

nternational  Logistics  Limited 

)gistics  management  services 

Roger  Payton 

1,639* 

30* 

— 

6,352 

Dec 

CEi  li 

104        L 

niGroup 

nited  Van  Lines  &  Mayflower  Transit  moving  services 

Maurice  Greenblatt 

1,626 

53 

20 

1.600 

Dec 

B9i  c 

87        T 

arisen  Cos 

Gl  Friday's  restaurants,  Radisson  hotels,  Carlson  Wagonlit  Travel 

Curtis  L  Carlson 

l,600e 

120e 

93e 

145,000 

Dec 

68        g 

unavant  Enterprises 

ins  &  trades  cotton;  real  estate 

William  B  Dunavant  Jr 

1,600 

275e 

175e 

950 

June 

105        d 

lordon  Food  Service 

istributes  food  to  restaurants,  schools  &  health  care  facilities 

Daniel  Gordon 

1,600 

54e 

34e 

3,300 

Oct 

■  Not  on  \i 

st  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e;  Estimate. 

*Pro  forma  figures;  reflects  recent  acquisitior.  'Thomas  G.  Wakf 

is  co-chief  executive. 
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The    Merrill    Lvnch    Performance 


f  fe  r  e  n  c  e 


With  Merrill  Lynch,  your  401(k) 

program  may  not  look  quite  like  any  other. 

But  it  will  fit  you  to  perfection. 

At  Merrill  Lynch,  your  401(k)  program  can  be  tailored  specifically  to  your  unique 
requirements.  We  can  help  you  develop  solutions  in  the  key  areas  of  401  (k)  program  design: 

Bundled  Services 

By  bundling  employee  benefit 
and  record-keeping  services, 
you'll  gain  maximum  flexibility 
and  value  from  your  plan. 

Technology 

Merrill  Lynch  has  a  flexible  systems 
architecture.  And  we  are  committed  to 
investing  in  state-of-the-art  technolog)^ 
to  best  serve  you  and  your  employees. 

Investment  Management  Expertise 

Every  client  benefits  from  the  firm's 
highly  ranked  investment  manage- 
ment expertise  and  access  to 
nearly  400  mutual  funds. 

Education  and  Communications 

Merrill  Lynch's  award-winning 
education  and  communication 
programs,  built  upon  our 
financial  planning  and 
investment  expertise, 
are  proven  to  increase 
plan  participation. 

For  more  information,  call 
Donna  Winn,  First  Vice  President, 
at  609-282-2233.  Because  there's 
a  big  difference  between  your  40 1  (k) 
planning  needs  and  ever)^body  else's. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 

©r)')7  Merrill  Lynch.  Pierce.  Fcnner  &  Smith  Incorporated.  Member  SIPt'. 


mm^ 


Rank     Company 

business 
'96 

Chief               Revenues 
executive              ($mil) 

Profits- 
operating 
($mil) 

Employees 

net 
{$mll) 

Fiscal 
year-end 

Parsons  Corp 

100        international  engineering  &  construction  company 

James  F  McNulty           $1,600 

$56e 

$32e 

10,300 

Dec 

■TifB    Sammons  Enterprises 

116        insurance;  industrial  equipment 

Robert  W  Korba              l,576e 

120e 

70e 

2,300 

Dec 

WTM    Flying  J 

122       truck  &  travel  plaza  stops;  oil  refining,  production  &  exploration 

J  Phillip  Adams              "i,558 

61e 

13e 

7,400 

Jan 

ITW    Golub 

108        Price  Chopper  supermarkets  &  Mini  Chopper  convenience  stores 

Lewis  Golub                   l,550e 

53e 

25e 

17,500 

Apr 

KW    Simpson  Investment 

85        lumber,  logging  plywood,  doors,  paper 

Colin  Moseley                 l,500e 

300e 

120e 

4,500 

Dec 

■Hm    Schottenstein  Stores 

129        off-price  &  liquidation  department  stores 

Jay  L  Schottenstein          l,490e 

60e 

17e 

17,140 

July 

ngi    84  Lumber 

127        385  discount  building  materials  stores 

Joseph  A  Hardy  Sr            1,475 

80e 

24e 

4,300 

Dec 

■ffw    Ingram  Industries 

7        distributes  books;  operates  barges;  high-risk  auto  insurance 

Martha  R  Ingram             1,463 

60e 

30e 

5.300 

Dec 

B^l    Brookshire  Grocery 

124        Brookshire  &  Super  1  supermarkets 

James  Hardin                 l,450e 

35e 

16e 

10,500 

Sept 

BW    Golden  State  Foods 

111        processes  &  distributes  food  &  supplies  to  McDonald's  outlets 

James  E  Williams            l,450e 

57e 

25e 

2,050 

Dec 

nW    Grant  Thornton 

121        accounting  &  consulting  services 

Robert  Kleckner              1,405 

210e 

140e 

18.562 

Dec 

BM    Clark  Enterprises                                                                  A  James  Clark                1,400 
99        contractor  &  builder  of  hotels,  office  bidgs,  sports  &  convention  facilities 

32e 

lOe 

4,500 

Dec 

ITW    Black  &Veatch 

152        engineering,  construction  &  technical  consulting  services 

PJAdam                        1,385 

38 

6 

6,500 

Dec 

Wm    Jeld-Wen 

225        manufactures  windows  &  doors;  building  materials;  develops  resorts 

Richard  L  Wendt             l,385e* 

40e* 

-55e* 

10.400 

Dec 

o 

o 

:c 
w 

C/5 
CD 

m 
—1 
— 1 
S 
> 

-z. 

h  a  hot  new-issues  market  for  technology 
cl(s,  not  many  large  compute^related 
ipanies  stay  private.  Some  exceptions: 
kard  Bell  NEC,  PNY  Technologies  and 
\  Institute. 

Wit 

StO( 

con 
Pac 
SAS 

92        a 

olman  Enterprises 

uto  dealerships,  fleet  sales  &  leasing;  remanufactures  auto  parts 

John  W  Kolb                   I,380e 

30e 

14e 

2,700 

Dec 

IBI  s 

113        S 

troh  Brewery 

troh's,  Schaefer,  Schlitz,  Old  Milwaukee,  Colt  45  &  other  malt  beverage 

William  L  Henry              l,380e 
products 

30e 

— 

4,000 

Mar 

ITM    E 

167        p 

nterprise  Products 

recesses,  stores  &  distributes  liquefied  petroleum  gas;  makes  propyler 

Dan  L  Duncan                1,361 
ie 

166 

63 

1.203 

Dec 

144        d 

aworth 

esigns  &  manufactures  office  furniture  &  seating 

Gerald  Johanneson           1,360 

150e 

63e 

9,000 

Dec 

JTM    Y 
142        a 

oung  &  Rubicam 

dvertising,  marketing,  communications 

Peter  A  Georgescu           1,356 

210e 

90e 

11,749 

Dec 

IH^  J 

109        c 

MHuber                                                                                Peter  T  Francis               l,350e 
hemicals;  natural  resources;  explores  for  oil  &  gas;  makes  electronic  equip 

175e 

55e 

5.000 

Dec 

■  Not  on  la 

st  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 

*Pro  forma  figures;  reflects  recent  acquisition. 

1 


196 


Forbes  ■  December  1,  1997 


,  Latin 

Amencaa 

GivingYou  More  Of  Latin  America  Than  Any  Other  Airline. 


No  one  brings  the  U.S.  and  Latin 
America  together  like  American  Airlines. 
From  Chicago,  Dallas/Fort  Worth, 
Los  Angeles,  Miami  and  New  York, 
American  offers  more  nonstop  service 
to  Latin  America  than  any  other  airline. 
And  our  commitment  to  growth  con- 
tinues. In  December  1997,  American  will 
introduce  new  service  to  Poilo  Alegre, 
Brazil,  and  Puebla,  Mexico. 


34  Cities.  18  Countries. 

Buenos  Aires,  Argcntiii.i 

,s,in  Petlro  Sula, 

Belize  City,  Belize 

Honduras 

Li  l';iz.  Bolivia 

Tegucigalpa,  Hondur.is 

Santa  Cniz,  Bolivia 

Acapulco,  Mexico 

Belo  Horizonte.  Brazil 

Cancun.  Mexico 

Porto  Ale{;iv,  Br.izil' 

Guadalajara,  Mexico 

Rio  de  Janeiro,  Brazil 

Leon,  Mexico 

Sao  Paulo,  Bnizil 

1.0s  Cabos,  Mexico 

S.inti.igo,  Chile 

Mexico  Car\-,  Mexico 

Baniin(|uilla,  Colombia 

Monterre\',  Mexico 

Bogota,  Colombia 

Puebla,  Mexico' 

Cali,  Colombia 

Puerto  Vallarta,  Mexico 

San  Jose,  Costa  Rica 

Managua,  Nicaragua 

Gtiayaqiiil,  Kcuador 

Panama  City,  Panama 

Quito,  Ecuador 

A.suncion,  Pani,guav 

San  Salvador, 

Lima,  Peni 

l-:l  .Salvador 

Caracas,  VenezLiela 

Ciuatemala  City, 

Montevideo, 

Guatemala 

Urugu.iv 

As  always,  AAdvantage'  travel  awards 
program  members  earn  mileage  credit 
toward  upgrades  and  travel  where\'er 
.American  flics  worldwide.  So.  whether 
you're  heading  to  Cancun  tor  the  Ix'ach 
or  Buenas  Aires  on  biLsiness,  c.ill  your  Travel 
Agent  or  American  at  l-SOO-i.-^.^'.^tX).  or 
visit  us  on  the  web  at  w^\'\v.an\erican;ur.com 

Wherex  er  you  need  to  be  in  Latin 
America,  American  is  there. 


AmericanAirlines 

Something  special  to  Latin  Aniericaf 

American  Airiines  and  AAdvanl.ige  are  registeretl  iradeni.irks  of  Americ.m  Airiines.  Inc.  American  .'\irlines  rcscrv  es  the  right  li>  ch.in,ge  AAdvanla.ge  pix\gram  rules, 
regulations,  travel  awards  ami  special  oilers  at  any  lime  vvithoul  notice,  .ind  to  enil  the  AAtl\anta,ge  progr.im  with  six  n'lonlhs  notice.  .\Advant.ige  travel  awards, 
mileage  atcru.il  and  special  oilers  are  subject  to  government  regul.ilions.  *Nev\  ,ser\  in-  begins  Oecember  !')')"  subject  lo  government  a|"iproval. 
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Rank 

Eh.  Z^5l.t. 

'96 

urn 

140 

IBB 

■ 

IBB 

168 

JCTJ 

133 

IBB 

■ 

IBB 

■ 

B?B 

117 

IBB 

134 
155 

IBB 

157 

IBB 

139 

JBB 

151 

IBB 

135 

B9I 

137 

IBB 

128 

BB 

130 

IBB 
147 

BEB 

114 

Ba 

163 

Company 

business 

Chief 
executive 

Revenues 
{$mil) 

Profits- 
operating 
($mil) 

net 
{$mil) 

Employees 

Fiscal 
year-end 

Services  Group  of  America 

distributes  food;  insurance;  real  estate 

Thom.as  J  Stewart 

$1,350 

$47e 

$23e 

3,000 

Dec 

International  Home  Foods' 

manufactures  &  markets  food  products 

C  Dean  Metropoulos 

1,338* 

184* 

72* 

5,423 

Dec 

RaceTrac  Petroleum                                                              Carl  Bolcti  Jr 
RaceTrac  &  Raceway  convenience  stores  &  gasoline  stations  in  13  states 

1,338 

85e 

23e 

3,583 

Dec 

Essex  Group 

manufactures  wire,  cable  &  electrical  insulation 

Steven  R  Abbott 

1,332 

141 

38 

4,800 

Dec 

BDO  Seidman 

accounting,  assurance,  tax  &  management  consulting 

Cecil  Fleming 

1,330 

200e 

135e 

15,806 

Dec 

Tracinda 

owns  Metro-Goldwyn-Mayer  Studios 

Kirk  Kerkorian 

1,315* 

-4* 

-654* 

750 

Dec 

Alex  Lee 

distributes  food;  supermarkets 

Boyd  L  George 

1,315 

40e 

15e 

6,143 

Sept 

Andersen  Corp 

manufactures  windows 

JeroldWWulf 

l,300e 

— 

— 

3,800 

Dec 

Booz,  Allen  &  Hamilton 

management  &  technology  consulting 

William  FStasior 

1,300 

260e 

130e 

7,200 

Mar 

Jasper 

building  supplies 

Walter  FJohnsey 

l,300e 

65e 

13e 

3,500 

Dec 

Nobody  Beats  the  Wiz 

electronics  stores  in  the  New  York  metropolitan  area 

Lawrence  Jemal 

l,300e 

43e 

— 

5,100 

Feb 

McCombs  Automotive 

auto  dealerships 

Gary  V  Woods 

1,252 

34e 

15e 

3,000 

Dec 

Connell 

leases  heavy  equipment;  trades  rice  &  sugar 

Grover  Connell 

l,250e 

75e 

25e 

220 

Dec 

Grocers  Supply  Co 

distributes  food  to  convenience  stores  &  supermarkets 

Max  Levit^ 

l,250e 

38e 

16e 

1,200 

May 

Holiday  Cos 

Holiday  Station  Stores;  sporting  goods  stores;  wholesales  food 

Ronald  A  Erickson 

l,250e 

43e 

14e 

5,000 

Dec 

Connell  Limited  Partnership 

recycles  &  manufactures  metal  products;  industrial  equipment 

William  F  Connell 

1,237 

136e 

50e 

3,200 

Dec 

Maritz 

marketmg,  research  &  motivation  programs;  travel  services 

William  E  Maritz 

1,232 

72e 

28e 

7,500 

Mar 

•Riverwood  International                                                         Stephen  M  Humphrey 
coated  kraft  paperboard  for  packaging;  paper  mills;  packaging  machinery 

1,227 

205 

-67 

5,600 

Dec 

GSC  Enterprises 

wholesales  food 

Michael  K  McKenzie 

1,225 

25e 

14e 

1,900 

Dec 

B9 

120 
256 

Potamkin  Cos 

auto  dealerships  in  New  York,  New  Jersey,  Florida  &  Pennsylvania 

Alan  Potamkin^ 

l,220e 

27e 

lOe 

2,360 

Dec 

Delaware  North  Cos 

park,  airport  &  stadium  concessions;  greyhound  tracks;  FleetCenter  in 

Jeremy  M  Jacobs 
Boston 

1,214 

lOOe 

30e 

25,000 

Dec 

BS 

170 

•Purina  Mills 

supplies  animal  feed 

David  L  Abbott 

1,212 

30 

-5 

2,500 

Dec 

BB 

158 

B9I 

95 

IBB 

307 

Leprino  Foods 

makes  mozzarella  cheese 

James  Leprino 

l,210e 

65e 

40e 

2.200 

Oct 

Del  Monte  Foods 

processes  canned  vegetables  &  fruits 

•Packerland  Packing 

runs  slaughterhouses 

Richard  Wolford 

l,200e 

48e 

12e 

12,100 

June 

Richard  V  Vesta 

1,200 

30e 

6e 

3,200 

Dec 

■  Not 
^Milton 

)n  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estin 
Levit  is  co-chief  executive.  ^  Robert  Potamkin  is  co-chief  executive. 

Pro  forma  figures;  reflects  recent  acqu 

sition. '  Announced  plans  to  go  publi 

c. 
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A  history 

of  commitment  to 

customer  satisfaction 

can  have  some 
I    great  rewards. 

Especially  for  our 
customers. 


At  Dana  Commercial  Credit  Corporation,  we've 
committed  ourselves  to  developing  lease  programs  and 
financial  services  that  help  our  customers  set  a  course 
for  success. 

Whether  helping  a  small  business  lease  a  computer; 
administering  a  private-label  leasing  program  for  a 
manufacturer;  or  structuring  a  complex,  multimillion 
dollar  sale  leaseback;  we  go  to  great  lengths  to  meet 
our  customers'  needs  -  domestically  and  internationally. 

It's  this  commitment  to  customer  satisfaction  that  has 
helped  Dana  Commercial  Credit  Corporation  earn  the 
1996  Malcolm  Baldrige  National  Quality  Award  -  the 
most  prestigicxis  awaai  any  American  company  can  receive 
for  perfonnance  excellence. 

What  does  this  mean  for  our  customers?  It  means 
quality  leadership,  people,  processes  and,  above  all, 
exemplary  customer  satisfaction. 

At  DCC,  we're  proud  of  the  recognition  our  high 
standards  of  customer  satisfaction  have  received.  We're 
even  more  proud  of  getting  our  customers  on  the  course 
for  success  -  and  helping  them  stay  there. 


DANACOMMaClAl 
CREDIT  CORPORATION 


1996 


DANA  COMMEHCIAL  CREDIT 

Phone:  419-322  "^400  ■  \\A\\\.daiia.a>m/dcc 


United  States 


United  Kingdom 


Switzerland 


^con]painj 

Germany         ■ 


We  were  ready  before  the  lights  went  out. 

Hours  before  Hurricane  Andrew  slammed 
into  coastal  Florida  five  years  ago,  Caterpillar 
products  were  on  their  way  to  threatened  towns 
like  Homestead. 

Diesel  generators  to  turn  the  lights  back  on. 


Wheel-loaders,  excavators  and  bulldozers  to   I 
clear  roads  and  clean  away  the  rubble.  Caterpil 

dealers  were  there  to  lend  a  hand.  And  local  co 

I' 

tractors,  with  Cat  equipment,  to  start  rebuilditii 

None  of  which  is  unusual.  As  the  world's! 

leading  maker  of  construction  equipment — am] 


e  lorida  on  the  map.  Twice, 


kT^ 


r^^pSf^'^m^i^r^fi^:'' "  y*' 


eader  in  diesel  generators — Caterpillar's  had  a 
rt  in  dealing  with  emergencies  for  many  years, 
id  since  we  play  a  role  in  building  things  of 
ery  kind,  around  the  world,  we're  also  there 
len  they  require  rebuilding. 

We  help  people  put  big  ideas  in  motion. 


And  we  help  them  put  small  towns  back  on 
the  map. 


CATERPILLAR 


.1 
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Rank 

•96 

Company 

business 

Chief 
executive 

Revenues 
($mil) 

Profits- 
operating 
($mll) 

Employees 

net 
($mil) 

Fiscal 
year-end 

195 
159 
146 
185 

WSM 

u 

148 
165 
191 
160 

IBM 

210 
145 
280 
112 

JTfli 

176 

IBM 
lis 

la 

156 
194 

IBM 

240 
173 
119 

Quality  King  Distributors 

distributes  pharmaceuticals,  health  &  beauty  care  prods,  fragrances  & 

Glenn  Nussdorf 
groceries'    ' 

$1,200 

$40e 

$26e 

1,000 

Oct 

Rich  Products                                                                       Robert  E  Rich  Jr 
Coffee  Rich,  Rich's  Whip  Topping  &  other  frozen  foods;  broadcasting;  pro  sports 

1,200 

168e 

60e 

6,000 

Dec 

Save  Mart  Supermarkets                                                         Robert  Piccinini 
Save  Mart,  S-Mart  Foods  &  Food  Maxx  supermarkets  in  northern  &  central  California 

1,200 

48 

17 

6.400 

Mar 

Hoffman 

construction 

Cecil  WOrinkward 

l,175e 

30e 

12e 

1.600 

Sept 

Fry's  Electronics 

consumer  electronics  stores 

John  Fry 

1,1 70e* 

35e* 

12e* 

4,000 

Dec 

c                                                                    1 

—                                                                               I 

In  1990  three  executives  left  contractor 
Rudolph  &  Sletten  (ranked  410)  to  begin 
their  own  firm.  The  upstart,  Redwood  City, 
Calif  .-based  DPR,  is  ranked  33  7  this  year. 

Lincoln  Property 

real  estate  development  &  management 

A  Mack  Pogue 

1,165 

49e 

4e 

4,054 

June 

WL  Gore  &  Associates 

manufactures  Gore-Tex,  electronics,  industrial  &  medical  products 

Robert  W  Gore 

1,160 

230e 

116e 

6,500 

Mar 

Moorman  Manufacturing' 

makes  livestock  feed;  processes  &  refines  soybeans  &  edible  beans 

Thomas  M  McKenna 

1,158 

58e 

29e 

2,700 

Mar 

Cumberland  Farms 

convenience  stores,  gas  stations,  VSH  Realty 

Lily  H  Bentas 

1,153 

46 

22 

7,100 

Sept 

Howmet 

makes  components  for  gas  turbine  engines 

David  LSquier 

1,107 

162 

27 

10,035 

Dec 

Amsted  Industries 

railroad  &  industrial  equipment,  building  materials 

Gordon  Lohman 

1,105 

116 

55 

8,600 

Sept 

Micro  Electronics 

Micro  Center  computer  stores;  WmBook  laptop  computers 

John  F  Baker 

1,100 

41e 

lOe 

1,800 

Dec 

Schreiber  Foods 

makes  cheese  for  schools,  fast-food  restaurants  &  private-label  brands 

Jack  Meng 

l,100e 

60e 

35e 

2,600 

Sept 

Swagelok^ 

valves,  tube  fittings 

Fred  A  Lennon 

l,100e 

165e 

lOOe 

2,500 

Dec 

Tang  Industries 

fabricates  &  distributes  metal;  pharmaceuticals;  office  furniture 

Cyrus  Tang 

l,100e 

UOe 

44e 

4,000 

Dec 

Crowley  Maritime 

marine  transport  &  harbor  services;  barge  &  containerized 

services 

Thomas  B  Crowley  Jr 

1,093 

47 

20 

5.000 

Dec 

DHL  Airways 

international  airfreight  package  delivery 

Patrick  Foley 

1,085 

70 

28 

9,127 

Dec 

McCarthy 

general  contractor,  construction  management 

Michael  M  McCarthy 

1,059 

13e 

9e 

1,300 

Mar 

DiGiorgio 

wholesales  &  distributes  White  Rose  &  national  brand  food  products 

Arthur  M  Goldberg 

1,050 

31 

5 

1.123 

Dec 

Great  Dane 

manufactures  truck  trailers 

William  H  Crown 

l,045e 

BOe 

30e 

4,715 

Dec 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992 
by  Archer-Daniels-Midland.  ^  Formerly  Crawford  Fitting. 

6:  Estimate. 

*  Pro  forma  figures;  reflects  recent  acquisition. '  Announced  plans  to  be  acquiret 

1 
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FINANCIAI.    INDF:PENI)ENCE 


Some  questions  are  too  important  not  to  ask. 

D 


or  generations,  Transamerica  has 
been  helping  people  plan  for  a  comfort- 
able financial  future.  That's  why 
we  know  that  it  may  be  tough  to  ask 
the  necessary  questions  al)()ut  what 
could  lie  ahead  for  your  parents.  Have 
they  planned  for  adequate  retirement 
income?  What  happens  to  that  income 
if  one  of  them  dies?  Could  they  meet 
the  medical  expenses  of  a  long  term  illness?  Have 
they  done  estate  planning?  Transamerica  offers  a 
variety  of  annuity,  life  and  long  term  care  insurance 


also 
ww^w, 


products  which  can  help  you 
and  your  loved  ones  achieve 
financial  independence  now 
and  in  life's  later  years.  If 
you'd   like    to   learn   more, 
just  call  your  Transamerica 
Life  Companies  represen- 
tative or  call  us  toll-free  to 
get  a  copy  of  our  free  booklet.  You  can 

visit  us  online  at 

transamerica.com.     TRANSAMERICA 

THF  PF.OPLE  /V  77/A;  n  RAM  ID  ARE  \\ORKl\C  FOR  YOi'" 


Call  1-800-945-8490  ext.  116 


LIFE 

Aivr :.().!  I 


INSURANCE 


ASSET      MANAGEMENT 


LENDING 


LEASING 


I 


Mi!iliilJJ:li'Mil>^imimT^ 


Rank 

•96 

Company 

business 

Chief 
executive 

Revenues 
{$mil) 

Prnfit' 

net 
($mil) 

Employees 

Fiscal 
year-end 

operating 
($mil) 

■ 
164 

IBB 

182 

BB 

169. 

IBB 

174 

IBB 

172 

BB 

204 

IBI 

188 

09 

180 

lf!B 

221 

m 

162 

IfBi 

220 

IBB 

154 

■s 

223 
177 

m 

203 

BB 

136 

m 

179 

Bf!B 

192 

IE9 

201 

BRB 

282 

B9 

196 

BSHI 

212 
233 
150 

•Peregrine 

manufactures  &  designs  interior  &  exterior  auto  products 

Edward  Gulda 

$1,044 

$85e 

— 

5,000 

Dec 

Dillingham  Construction                                                       William  L  Higgins 
general  construction;  commercial,  industrial,  heavy  &  marine  construction  mgmt  svcs 

1,042' 

11' 

$4' 

8,000 

Oct 

Quad/Graphics 

full-service  printer  of  magazines,  catalogs,  books  &  other  commercia 

Harry  VQuadracci 
1  prods 

r,042 

145e 

52e 

9,500 

Dec 

Avondale 

manufactures  cotton  &  cotton  blend  yarns,  denim  &  other  fabrics 

G  Stephen  Felker 

l,040e 

llOe 

15e 

7,500 

Feb 

North  Pacific  Lumber 

trades  &  distributes  forest,  agricultural,  steel  &  other  products 

TJ  Tomjack 

1,027 

13 

4 

800 

Dec 

Earle  M  Jorgensen 

distributes  metal  products  in  the  US,  Canada,  Mexico  &  UK 

Maurices  Nelson  Jr 

1,024 

46 

-27 

2,300 

Apr 

DynCorp                                                                                  Dan  R  Bannister 
aircraft  services,  technical  services  &  consulting,  information  technology 

1,022 

37 

15 

14,250 

Dec 

E&J  Gallo  Winery 

generic  &  premium  wines  &  wine  products 

Ernest  Gallo 

1,0206^ 

106e2 

bW 

5,000 

Dec 

IMG 

management  services;  special  events;  produces  television  programs 

Mark  H  McCormack 
advertising 

l,020e 

188e 

34e 

1,959 

Dec 

Beaulieu  of  America  Group 

manufactures  carpets  &  rugs 

Carl  Bouckaert 

1,005 

98 

36 

6,500 

Mar 

LL  Bean 

outdoor  sporting  goods  sold  by  mail  order  &  company  retail  stores 

Leon  A  Gorman 

1,004 

59 

51 

3,500 

Feb 

Towers  Perrin                                                                       John  T  Lynch 
management  &  compensation  consulting,  risk  management,  reinsurance 

1,001 

lOOe 

50e 

7,000 

Dec 

BeefAmerica 

runs  slaughterhouses 

Robert  R  Norton  Jr 

1,000'e 

11' 

2' 

1,600 

Oct 

Bloomberg  Financial  Markets 

on-line  financial  data,  business  news  service 

Michael  R  Bloomberg 

l,000e 

200e 

lOOe 

4,000 

Dec 

Dart  Container 

manufactures  polystyrene  cups  &  other  food  containers 

Kenneth  Dart 

l,000e 

210e 

93e 

5,000 

Dec 

Ebsco  Industries 

subscription  services,  printing 

James  T  Stephens 

l.OOOe 

80e 

30e 

4,000 

June 

Frank  Consolidated  Enterprises 

auto  dealerships,  fleet  leasing 

James  S  Frank 

l,000e 

23e 

lOe 

600 

Aug 

Bill  Heard  Enterprises 

auto  dealerships;  leasing 

William  T  Heard 

l,000e 

27e 

12e 

1,800 

Dec 

Lykes  Bros 

processes  citrus  fruits;  insurance;  fertilizer  &  crop  protection  prods; 

Lenny  Pippin 
trucking;  cattle  ranching 

l,000e 

90e 

50e 

2,350 

Sept 

Mary  Kay  Cosmetics 

sells  cosmetics  &  toiletries  in  25  countries  through  direct  marketing 

Amy  DiGeso 

l,000e 

120e 

60e 

3,000 

Dec 

Purity  Wholesale  Grocers 

distributes  groceries 

Jeff  Levitetz 

l,000e 

27e 

lOe 

550 

June 

Sierra  Pacific  Industries 

lumber  &  millwork  products;  windows 

Red  Emmerson 

l.OOOe 

115e 

38e 

3,200 

Dec 

National  Distributing 

distributes  alcoholic  &  nonalcoholic  beverages 

Michael  C  Carlos 

995e 

30e 

lOe 

1,700 

Dec 

Day  &  Zimmermann 

engineering,  construction,  maintenance,  consulting,  defense  prods  S 

Harold  L  Yoh  Jr 
<  security  svcs 

993 

34e 

— 

15,000 

Dec 

Prospect  Motors 

fleet  dealer  of  General  Motors  vehicles 

William  Halvorson 

989 

lie 

6e 

103 

May 

■  Not  on  last  .-ir's  list.  •  Went  private  via  leveraged  buyout  since  1992  e:  Estimate. '  Company  provided  estimate  for  October  199/.  ^  Excludes  excise  tax.                                                   1 
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TeamSAP.  Success  assured,  rest  assured.  Unknown  cost,  time,  and  support  are  major  concerns  for 

any  company  when  implementing  a  total  enterprise  software  solution.  That's  why  SAP  has  launched  a  new 

initiative  called  TeamSAP,™  the  driving  force  behind  the  successful  implementation  of  R/3™  software. 

It's  a  coordinated  network  of  people,  processes,  and  products  that  defines  the  responsibility  and 

commitment  needed  to  achieve  faster  results  for  businesses  worldwide.  And,  to  assure 

A  Better  Return  On  Informatkm,TeamSAV  puts  SAP  in  the  role  of  coach  throughout 

the  life  cycle  of  your  R/3  investment.  Which  puts  all  of  your  concerns 

completely  to  rest.  For  more  information  about  how  you  can  benefit  firom 

TeamSAP,  visit  us  at  http://wvvw.sap.com  or  call  1-888-TeamSAR 


/miSA'f^ 


A  Better  Return  On  Information^ 


EIIIilEIMIIIEEKM 


Rank 

•96 


Company 

business 


Chief  Revenues Profits 

executive  ($mil)         operating  net 

($niil)  ($mil) 


Employees 


Fiscal 
year-end 


186 


MTS 

Tower  Records  stores 


Russell  Salomon 


$985e 


$47e 


$5e 


7,600 


July 


189 


Honickman  Affiliates 

bottles  soft  drinks 


Jeffrey  Honickman 


980e 


144e 


13e 


5,200 


Dec 


272 


Berwind  Group  C  Graham  Berwind  Jr 

industrial  equip,  specialty  chems,  financial  svcs,  pharmaceutical  svcs,  real  est 


977 


143 


50 


4,500 


Dec 


319 


Huber  Hunt  &  Nictiols 

general  contractor,  construction  management 


Robert  G  Hunt 


975 


29e 


12e 


500 


June 


229 


Domino's  Pizza 

pizza  delivery  &  carryout 


Thomas  S  Monaghan  970e 


70e 


20e         110,000 


Dec 


Pantry 

convenience  stores  in  7  Southeastern  states 


Peter  J  Sodini 


970e* 


5,250 


Sept 


199 


Sutherland  Lumber 

home  improvement  centers 


Donna  Sutherland  Pearson  970e 


45e 


lOe 


3,000 


Dec 


234 


BE&K  T  Michael  Goodrich 

engineers,  constructs  &  maintains  paper  &  pulp  plants  &  other  ind  facilities 


960 


48e 


29e 


7,872 


Mar 


249 


Amkor  Electronics' 

subcontract  manufacturer  of  integrated  circuits 


James  J  Kim 


960e 


85e 


50e 


480 


Dec 


184 


Young's  Market 

distributes  wine  &  spirits 


Vernon  0  Underwood  960e 


29e 


lOe 


1,600 


Feb 


205 


IBS 


Wawa 

convenience  stores  in  5  mid-Atlantic  states 


Richard  D  Wood  Jr 


959 


34 


15 


12,000 


Dec 


ICC  Industries 

manufactures  chemicals,  plastics  &  pharmaceuticals 


John  J  Farber 


955 


40 


2,550 


Dec 


270 


Edward  Jones 

securities  brokerage 


John  WBachmann 


952 


124 


93 


11,918 


Dec 


213 


Minyard  Food  Stores 

Minyard  Food,  Sack  'n  Save  &  Carnival  stores 


Liz  Minyard^ 


950 


19e 


5e  7,900 


June 


All  of  the  large  law  firms  are  private  partnerships. 
The  three  biggest:  Skadden.  Arps,  Slate, 
Meagher  &  Flom,  with  $710  million  in  estimated 
revenues;  Baker  &  McKenzie  ($696  million); 
and  Jones,  Day,  Reavis  &  Pogue  ($450  million). 


<■    AG  Spanos  Construction 

commercial  &  residential  construction 


Alexander  G  Spanos 


950 


190e 


26e 


600 


Sept 


Battelle  Memorial  Institute 

190       technology  development  &  commercialization 


Douglas  E  Olesen 


945 


35 


25 


1,000 


Dec 


__  ©GS  Industries 

178        steel  wire  rods,  high  carbon  steel  balls  for  mineral  processing 


Roger  R  Regelbrugge  940 


76 


3,300 


Dec 


Whiting-Turner  Contracting  Willard  Hackerman 

265        mall  renovations,  hospitals,  light  rail  systems  &  other  commercial  projects 


940e 


42e 


19e 


1,500 


Dec 


CH2M  Hill  Companies  Ralph  R  Peterson 

237        designs,  develops,  constructs  &  operates  water,  environ  &  transport  infrastructure 


937 


47e 


28e 


7,026 


Dec 


Asplundh  Tree  Expert  Christopher  B  Asplundh      936 

219        vegetation  mgmt  for  electric  utilities,  railroads,  pipelines  &  telecommunications 


112e 


37e 


20,000 


Dec 


■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate.  *  Pro  forma  figures;  reflects  recent  acquisition. '  Announced  plans  to  go  public. 
^  Gretchen  Minyard  Williams  is  co-chief  executive. 
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Rank 

■96 

Company                                                                           Chief 
business                                                                         executive 

Revenues 
($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

214 
231 

JM 

216 
238 

WfM 

202 
218 
241 

WHM 

245 

■ 

242 

^- 

197 

EM 

217 

MM 

222 
232 

WSM 

■ 

224 
253 

266 

KM 

187 
287 

KM 

230 

KBB 

286 

WSM 

228 
235 

K!W 

236 

Coca-Cola  Bottling  Co  of  Chicago                                           Marvin  J  Herb 
soft  drinks                                                                                         ■    ' 

$935e 

$135e 

$30e 

4,200 

Dec 

Foster  Farms                                                                    Robert  A  Fox 
processes  poultry 

932 

31e 

12e 

6.800 

Dec 

UIS                                                                                        Andrew  G  Pietrini 
original  &  replacement  automotive  parts;  confectionery  prods;  millwork  products 

■'  928 

112 

56 

8,500 

Dec 

Follett                                                                                    Kenneth  J  Hull 
operates  college  bookstores;  wholesales  educational  prods  &  svcs  to  schools 

916 

50e 

16 

8.000 

Mar 

Menasha                                                                              RD  Bero 
packaging,  plastics,  commercial  printing,  forest  products,  promotion  graphics 

916 

135e 

38e 

6.200 

Dec 

H  Group  Holding                                                                   Jay  Pritzker 
Hyatt  hotels;  tobacco 

915e 

315e 

170e 

70.000 

Dec 

Big  Y  Foods                                                                             Donald  H  D'Amour 
42  supermarkets  in  Connecticut  &  Massachusetts 

914 

28e 

13e 

7,173 

June 

Charlie  Thomas  Dealerships                                                  Charlie  Thomas 
auto  dealerships 

910 

22 

11 

3.000 

Dec 

Ingram  Entertainment                                                         David  Ingram 
distributes  videos  &  videogames 

904e 

63e 

9e 

1,030 

Dec 

Warren  Equities                                                                    Warren  Alport 
trades  &  wholesales  petroleum;  convenience  stores;  distributes  merchandise 

904 

25 

5 

2.114 

May 

Larry  H  Miller  Group                                                                 Larry  H  Miller 
auto  dealerships;  Utah  Jazz  basketball  team 

900e 

37e 

— 

2.200 

Dec 

Wilbur-Ellis                                                                              Brayton  Wilbur  Jr 
distributes  agricultural  chems  &  fertilizers  in  US,  industrial  chems  in  Asia 

900 

40e 

16e 

2,000 

Dec 

Westfield  Cos                                                                    Cary  Blair 
property,  casualty  &  life  insurance 

892 

59 

-34 

2,290 

Dec 

Shamrock  Foods                                                                   Norman  McClelland 
distributes  food;  processes  dairy  products 

892 

29e 

14e 

2,168 

Sept 

•Eagle-Picher  Industries                                                          Thomas  E  Petry 
agricultural  micronutrients;  batteries;  industrial  machinery;  fabricates  metal 

891 

93 

— 

7,700 

Nov 

Chemcentral                                                                        H  Daniel  Wenstrup 
distributes  industrial  chemicals 

880 

41e 

25e 

870 

Dec 

Sheetz                                                                                    Stanton  R  Sheetz 
convenience  stores  &  gas  stations  in  Pennsylvania.  Maryland.  Virginia  &  West  Virginia 

877 

45e 

20e 

5,500 

Sept 

Hensel  Phelps  Construction                                                  Jerry  L  Morgensen 
commercial  construction 

876 

22 

12 

1.535 

May 

PMC  Global                                                                             Philip  Kamins 
manufactures  specialty  chemicals,  foam,  films  &  plastics;  plastic  molding  equip 

876 

— 

— 

4,299 

Dec 

Bashas'                                                                                  Edward  N  Basha  Jr 
Bashas',  Megafoods,  AJ  Fine  Foods  &  other  supermarkets  in  Arizona 

870e 

27e 

14e 

6,600 

Dec 

Bartlett  and  Co                                                                     Paul  D  BartlettJr 
sells  &  stores  grain;  mills  flour;  runs  cattle  feed  lots 

866 

13e 

9e 

575 

Dec 

DeBruce  Grain                                                                      Paul  DeBruce 
runs  grain  elevators,  merchandises  grain,  trades  fertilizer 

865 

13e 

4e 

200 

Mar 

Rosenthal  Automotive  Organization                                         Robert  M  Rosenthal 
auto  dealerships 

860 

15 

13 

1,600 

Dec 

Leo  Burnett                                                                         Richard  B  Fizdale 
advertising,  marketing,  communications 

858 

91e 

40e 

8,000 

Dec 

Gould  Paper                                                                            Harry  E  Gould  Jr 
distributes  printing  &  business  papers;  manufactures  agricultural  equipment 

855 

18 

lie 

475 

Dec 

...,...,..«...._...,.,...,....                                                                     1 
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FRANKLIN  TEMPLETON 
RETIREMENT  PLANNING  GUIDE 

Can  You  Use  A  Steady  Source 
Of  Income  After  You  Retire? 


■  You  probably  have  great  plans  for 
your  own  retirement.  And  right  now  is 
always  the  best  time  to  start  building 
a  foundation. 

■  The  Franklin  Templeton  Retirement 
Planning  Guide  is  a  valuable  resource 
that  can  help  you: 

Estimate  the  Retirement  Income  You 
Will  Need 

Choose  the  Funds  That  Can  Help 
Make  Your  Plan  Work 

Create  a  Plan  for  Your  Future 

■  Mutual  funds  may  be  an  ideal  choice  for 
the  long-term  goals  of  retirement  plan- 
ning. Whether  you  are  interested  in  a  con- 
servative investment  or  one  that  seeks 
aggressive  growth,  Franklin  Templeton  has 
a  fund  to  match  your  objectives.^ 

■  Call  your  investment  representative  or 
Franklin  Templeton  today  for  a  free  brochure. 

^An  investment  in  a  Franklin,  Templeton  or  Mutual  Series  fund  does 
not  guarantee  that  your  retirement  goals  will  be  met. 
FranMin  Templeton  Distributors,  Inc. 

www.franklin-templeton.com 


M 


~^F  I 


CALL    1-800-FRANKLIN    EXT.    F478 


YES!  I  would  like  a  free  copy  of  tlie  Franklin  Templeton  Retirement  Planning  Guide  and  a 

prospectus  containing  more  complete  information,  including  sales  charges  or  fees  and  expenses 
on  tlie  fund(s)  checked  below.  I  will  read  tlie  prospectus (es)  carefully  before  I  invest  or  send  money 

n  Frankhn  U.S.  Government  Securities  Fund      D  Templeton  Foreign  Fund   D  Mutual  Discovery  Fund 

n  Franklin  Income  Fund  D  Templeton  Growdi  Fund   D  Mutual  Shares  Fund 

D   Please  send  me  a  brochure  on  the  other  FranUin  Templeton  funds. 

Name 
Address 

City/State/Zip 

Daytime  Phone 


FOBI2/97 
F478 


Franklirf  Templeton 


777  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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Rank 
'96 

Company 

business 

Chief 
executive 

Revenues 
($mil) 

Profits 

operating          net 
($mll)          ($mil) 

Employees 

Fiscal     1 
year-end 

115 

GAF 

manufactures  &  distributes  roofing  &  other  building  materials 

Samuel  J  Heyman 

$852 

$84               $85' 

2,800 

Dec 

258 

M 

247 

M 

251 

215 


Taylor  Glen  Taylor 

printing,  stationery,  direct-mail  marketing;  manufactures  electrical  equip 


850e 


170e 


51e 


10,000 


Dec 


Don  Massey  Cadillac 

auto  dealerships 


Donald  E  Massey 


849 


30 


23 


1,294 


Dec 


Lanoga  Daryl  D  Nagel 

Lumbermen's  Building  Centers  &  other  building  materials  stores  in  15  states 


842 


42e 


17e 


3,730 


Dec 


Flint  Ink 

printing  ink  &  color  pigments 


H  Howard  Flint  II 


836 


42e 


29e 


2,731 


Dec 


Several  private  companies  will  benefit  from  the 
attention  Tiger  Woods  is  bringing  to  golf.  Among  them 
are  American  Golf,  which  runs  golf  courses; 
Jeld-Wen,  whose  subsidiary  Eagle  Crest  Resort  is  a 
developer  of  golf  course  communities;  and  Club  Corp. 
International,  which  manages  country  clubs. 


259 

OH 

263 
193 


Icon  Health  &  Fitness  Scott  R  Watterson 

treadmills,  exercise  bikes,  cross-country  skis  &  other  home  fitness  equipment 


836 


90 


-27 


5,400 


May 


McKee  Foods 

Little  Debbie  &  Sunbelt  snack  foods 


Jack  McKee 


834 


75e 


25e 


5,345 


June 


Ormet  R  Emmett  Boyle 

smelts  aluminum;  makes  semifinished  aluminum  products  &  sheet  aluminum 


830 


3,300 


Dec 


254 

!1 


•Baker  &  Taylor 

distributes  books,  prerecorded  video  &  audio  cassettes 


Craig  M  Richards 


829 


50e 


12e 


2,000 


June 


Favorite  Brands  International  Al  J  Bono 

manufactures  &  distributes  candy  fruit  snacks  &  jellies 


818* 


103* 


5e* 


4,400 


June 


289 

M 

275 
260 

fM 

207 
350 
243 
262 
239 


General  Parts 

Carquest  auto  parts  stores;  distributes  auto  parts 


0  Temple  Sloan  Jr 


818 


74e 


33e 


6,700 


Dec 


Irvine  Donald  Bren 

real  estate  investment  &  development  in  Calif;  Irvine  Apartment  Communities 


816 


106e 


IBs 


200 


June 


Carpenter 

manufactures  polyurethane  foam 


Stanley  F  Pauley 


816 


6,207 


Dec 


Svtreetheart  Holdings  William  F  McLaughlin 

paper  &  plastic  disposable  food  containers  &  cups;  packaging  products 


815e 


40e 


35e 


3,300 


Sept 


Burt  Automotive  Network 

auto  dealerships  &  fleet  sales 


Lloyd  G  Chavez 


813 


22e 


lOe 


819 


Dec 


Boscov's  Department  Stores 

28  department  stores 


Albert  Boscov 


811 


44e 


20e 


8,500 


Jan 


JCrevir 

sells  apparel  by  mail  order  &  retail  stores 


Emily  Woods 


809 


31 


13 


6,500 


Feb 


RB  Pamplin 

textiles,  concrete  &  asphalt 


Robert  B  Pamplin  Sr  802 


120 


39 


6,500 


May 


»Asbury  Automotive  Group 

auto  dealerships 


Thomas  Gibson 


8002 


21e 


lOe 


1,600 


Dec 


269 


Queen  Carpet 

manufactures  residential  &  commercial  carpets  &  rugs 


Julian  Saul 


800e 


91e 


21e 


5,500 


Dec 


■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate.  *Pro  forma  figures;  reflects  recent  acquisi'Jon. '  Includes  gain  on  sale  and  income-from  discontinued 

2 

operations.    Company  provided  figure  for  Decernber  1997. 
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Virgin's      AirportShuttle. 

We  take  care  of  you  before  you  ever  step  foot  on  one  of  our  planes.  Because 
only  Upper  Class®  by  Virgin  Atlantic  Airways  offers  complimentary  chauffeured 
service  to  and  from  each  airport.  Your  trip  to  London  begins  w/hen  our  private 
sedan  picks  you  up  at  your  home  or  office.  Then,  after  enjoying  our 
award-winning  Upper  Class,  you'll  be  greeted  by  a  Range  Rover  that  will  take 
you  to  your  ultimate  destination.  We  provide  the  same  service  upon  your  return. 
Wherever  you're  located,  you'll  be  surprised  by  the  lengths  to  which  we'll  go. 
And  remarkably,  Upper  Class  costs  no  more  than  a  business  class  ticket.  So  try 
Virgin's  Upper  Class  and  you'll  find  that  even  when  you're  not  in  the  air.  you're 
still  under  our  wing.  For  more  information  or  reservations  call  your  travel  agent 
or  Virgin  Atlantic  at  800-862-8621.  Or.  visit  our  web  site  at  www.fly.virgin.com. 


virgin  atlantic 

Virgin  Atlantic  Airw.iys  i)ffcrs  all  nnn-smoking  flights  to  Great  Britain  from  New  York  (JFK  and  Newark),  Boston, 
Los  Angeles,  San  Franeisco,  Washington  (Dulles),  Miami,  and  Orlando. 


MiIilMJ^iU'/!\H>?ili'iUi1!ll^- 


Rank 

'96 

Company 

business 

Chief 
executive 

Revenues 
($mil) 

Profits Employees 

operating          net 
($mil)          ($mil) 

Fiscal 
year-end 

123 
276 
283 

ma 

250 
244 
355 
365 
284 

EM 

86 

EM 

208 

EM 

291 

WSM 

■ 

ED 

246 

WiiM 

211 
264 

ED 

274 

ED 

226 

ED 

303 
Bfli 

■a 

257 

Roll  International                                                                  Stewart  Resnick 
Franklin  Mint;  grows  almonds,  olives,  oranges,  pistachios;  Teleflora                 '    ' 

$795e 

$89e 

$38e 

7,500 

Dec 

Crown  Equipment                                                               James  F  Dicke 
manufactures  heavy-duty  electric  lift  trucks  &  television  antenna  rotators 

790 

lOOe 

40e 

5,975 

Mar 

Stevedoring  Services  of  America 

loads  &  unloads  ships  &  provides  port  services 

Ricky  Smith 

•'  790e 

95e 

40e 

5,000 

Jan 

ABC  Supply 

wholesale  distributor  of  roofing,  siding  &  windows 

Kenneth  Hendricks 

789 

30 

10 

2.300 

Dec 

MA  Mortenson 

general  contractor,  construction  management 

MA  Mortenson  Jr 

786 

12e 

4e 

1,500 

Dec 

Printpack                                                                            Dennis  M  Love 
manufactures  candy  wrappers,  snack  food  bags  &  other  flexible  packaging 

782 

82 

-15 

3,670 

June 

Comark                                                                               Charles  Woiande' 
distributes  computers,  software  &  peripherals  under  Comark  &  PC  Wholesale  banners 

782 

16e 

lOe 

750 

Dec 

Lupient  Automotive  Group 

auto  dealerships 

James  Lupient 

780 

10 

5 

1,000 

Dec 

Parsons  &  Whittemore 

manufactures  pulp  &  paper 

George  F  Landegger 

780e 

190e 

75e 

2,500 

Mar 

WWF  Paper 

distributes  fine  paper  in  North  America  &  Western  Europe 

Edward  V  Furlong  Jr 

780 

25e 

— 

393 

June 

Inductotherm  Industries 

manufactures  induction  melting  systems  for  foundries 

Henry  M  Rowan 

779 

95 

62 

5,288 

Apr 

Murphy  Family  Farms 

pig  farming 

Wendell  H  Murphy 

775e 

150e 

105e 

1,844 

Dec 

HBZachry                                                                           HBZachryJr 
general  contractor  for  power  plants  &  other  industrial  processing  facilities 

775 

19e 

lOe 

7,265 

Dec 

Farm  Fresh^ 

Farm  Fresh,  Rack  &  Sack  &  other  warehouse  stores  in  Virginia 

Ron  Johnson 

762 

39 

-20 

6,300 

Dec 

Although  it  is  dwarfed  by  Wal-Mart,  which 
has  $105  billion  in  revenues,  privately 
held  Meijer,  with  an  estimated  ^7.2  billion 
in  revenue,  was  one  of  the  pioneers  in 
creating  the  supercenter  format. 

Club  Corporation  International 

manages  resorts,  country,  city  &  athletic  clubs 

Robert  H  Dedman  Sr 

756 

85 

5 

14,000 

Dec 

Hale-Halsell 

retails  &  wholesales  food;  convenience  stores 

Robert  D  Hawk 

756 

1 

2 

5,129 

Dec 

Roseburg  Forest  Products 

makes  plywood,  particleboard,  lumber  &  other  forest  products 

Allyn  Ford 

755e 

85e 

20e 

3,500 

Mar 

MacManus  Groups 

advertising,  marketing,  communications 

Roy  Bostock 

754 

75e 

23e 

7,800 

Dec 

Kelley  Automotive  Group 

auto  dealerships,  real  estate,  Gold's  Gym,  auto  racing  team 

Thomas  Kelley 

750 

16 

10 

1,000 

Jan 

Shenvood  Food  Distributors 

distributes  food 

Earl  Ishbia^ 

750 

22e 

7e 

500 

Oct 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. '  Philip  E.  Corcoran  is  co-chiet  executive. 
'  Formerly  D'Arcy  Masius  Benton  &  Bowles.  "J.  Lawrence  Tushman  is  co-chief  executive. 

^Announced  plans  to  be  acquired  by  Richfood  Holdings 
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See  what  it  feels  like 
to  print,  fax,  copy, 
distribute,  staple  and 
collate  without  leaving 
your  desk. 


itk"'^ 
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QuunNt 
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Network 

The 
Document 


The  Xerox  Document  Centre  is  a  sinnpler 
way  to  work.  Connect  it  to  your  net- 
work and  it  turns  any  PC  into  mission 
control  for  producing,  managing,  and 
finishing  documents.  What's  more,  it's 
fully  modular.  So  it -can  start  out  as  a 
stand-alone  digital  copier.  Then,  you 
can  upgrade  it  to  be  a  powerful  fax.  In  fact 


^y. 


you  can  configure  it  any  way  you  want  it, 
so  you  don't  pay  for  options  you  don't 
need.  And  you  can  do  it  all  at  speeds 
ranging  from  20  ppm  now  to  65  ppm  in 
the  near  future.  If  you  want  to  see 
what  that  kind  of  productivity  feels 
like,  call  us  now,  at  1-800-ASK-XEROX, 

ext  121.  Or  go  to  www.documentcentre.com 


THE 

DOCUMENT 

COMPAm^ 

XEROX 


XEBOX.*  The  Documenl  Company®  Oocuoient  Centre,  CsntteWare  and  tn«  digital  X*  are  trademarks  ot  XEROX  corporation  36  USC  380 


July  15,  1986: 

Chrysler  Corporation  designers  sketch 

an  idea  that  moves  the  passenger  cab  forward 

on  the  chassis  and  the  wheels  to  the  corners, 

creating  a  larger  space  for  people.  It 

contradicts  eight  decades  of  automotive  design. 


January  8,  1997: 

Auto  Show  crowds  get  the  first  glance  at  the  next  generation 

of  cab-forward  thinking  in  the  all-new  1998  Dodge  Intrepid 

and  Chrysler  Concorde.  Competitors '  shoulders  sag. 


December  31,  1996: 

20  major  awards 

for  cab-forward 

sedans.  So  far. 


March  23,  1994: 

Ducks  mistaking  ChrysU 

test  track  for  local  pond 

unwittingly  inspire  agile 

handlitig  of  Chrysler  Cirr 

and  Dodge  Stratus  sedan. 


It  seemed  like  an  dbvious  notion:  Cars  should 
be  designed  around  people,  not  machinery.  But  it 
led  to  what's  been  called  "a  generational  leap  in 
automotive  design."  We  simply  call  it  cab-forward. 


By  fundamentally  rethinking  the  car's  architectur( 
we  managed  to  expand  seating  areas  as  well  i 
improve  ride  and  handling.  More  than  two  millio 
vehicles  latea:,  it  seems  that  people  approve.  And  no\ 


Call  toll-free  1-888-GREATCARS. 


www.  chryslercorp.  cor 


September  9,  1987: 
'heir  creation,  dubbed  Portofino,  debuts  at 
le  Frankfurt  Auto  Show.  Acclaim  leads  a 
irysler  Corporation  exec  to  ask:  "Why  can't 
we  build  a  production  car  like  this?" 


January  7,  1989: 

Chrysler's  design  and 

engineering  teams  agree  their 

new  midsize  car  should  reflect 

the  thinking  in  Portofino — 

scrapping  current  plans. 


SeptembLi  :->,  /yy/; 

International  Motor  Press  Association  gets 

preview  of  new  "cab-forward"  sedans  at 

Moron's  Restaurant  in  New\brk.  Journalists 

are,  briefly,  too  excited  to  eat. 


April  2,  1993: 
uote  from  the  Los  Angeles 
Times:  "Thanks  to  that 


! 


;ab-forward  design,  rear 
seating  in  [the  Chrysler 
HSJ  offers  the  same  knee 
nd  leg  room  as  first  class 
on  Air  France." 


September  15,  1992: 
Chrysler  Concorde,  Dodge  Intrepid, 

and  Eagle  Vision  sedans  are 

launched.  Their  cab-forward  profile 

"makes  everything  else  look  old," 

according  to  one  writer. 


March  12,  1993: 

Two  Chrysler  designers,  working  on  new 

compact  sedan  late  on  Friday,  decide  to  go  for 

Chinese  food.  Nine  hours  later  they  arrive  in 

Chinatown — in  New  York. 


November  6,  1992: 

To  get  mall  shoppers  to  stop 

and  test  their  seating  prototype, 

a  group  of  Neon  engineers 

offers  free  hot  dogs. 


Ive're  about  to  launch  the  next  wave  of  vehicles  that 
ivill  be  even  more  striking,  more  comfortable,  and 
nore  fun  to  drive.  Call  us  revolutionaries,  but  we 
hink  that's,  what  great  cars  are  supposed  to  be  about. 


Akcavs  n.ic  si\ii  bcln.  Rciiiciiibci;  j  l\icksc;.it  is  ilic  siijcsi  phccfor  i:liil<licii. 
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Milieu  JillUiiii^i 

T 
11 

m 

^^M 

^^H 

^1 

1 

Rank 

Company                                                                        Chief 
business                                                                      executive 

Revenues 
($mil) 

Profits- 
operating 
($mii) 

net 
($mil) 

Employees 

Fiscal 
year-end 

'96 

WHM 

295 
321 

KfBI 

255 

JTM 

328 
277 
369 
248 
327 

Waremart                                                                            William  D  Long 
Cub  Foods  &  Waremart  Food  Center  stores                                                '    ' 

$750 

$23e 

$lle 

4,050 

Mar 

Sverdrup                                                                                Richard  E  Beumer 
engineering,  architecture,  construction,  technical  svcs;  real  estate  development 

747 

27e 

17e 

5,000 

Dec 

M  Fabrikant  &  Sons                                                               Charles  Fortgang 
wholesales  jevrelry 

■•'    745 

54e 

26e 

825 

July 

Austin  Industries                                                                  William  T  Solomon 
heavy,  commercial  &  industrial  construction;  construction  management 

741 

33e 

8e 

5,000 

Dec 

Bose                                                                                  Amar  G  Bose 
music  systems,  loudspeakers,  auto  sound  systems  &  aviation  headsets 

740e 

88e 

59e 

4,000 

Apr 

Walsh  Group                                                                           Matthew  M  Walsh 
general  contractor,  construction  management 

740 

17 

13 

2,000 

Dec 

Big  V  Supermarkets                                                               Joseph  V  Fisher 
31  ShopRite  &  PriceRite  Club  supermarkets  in  New  York,  New  Jersey  &  Pennsylvania 

736 

38 

-4 

4,500 

Dec 

Kinray                                                                                 Stewart  Rahr 
distributes  pharmaceuticals,  health  &  beauty  aids  &  medical  equipment 

735 

11 

6 

250 

June 

Evenflo  &  Spalding                                                             Paul  L  Whiting 
consumer  products;  manufactures  golf  balls,  basketballs  &  other  sporting  goods 

732 

72 

-16 

4,300 

Sept 

285 

WSM 

279 

KM 
261 

WSM 

312 
383 
273 

ESI 

294 

BS 

342 

310 

King  Kullen  Grocery                                                            John  8  Cullen 
supermarkets  in  the  New  York  metropolitan  area 

730e 

16e 

6e 

4,400 

Sept 

Fiesta  Mart                                                                          Louis  Kaptopodis 
Fiesta  supermarkets  in  Texas 

725e 

17e 

8e 

6,300 

May 

Family  Restaurants                                                             Kevin  S  Relyea 
Chi-Chi's,  Casa  Gallardo,  El  Torito  &  other  restaurants 

724 

20 

2 

19,800 

Dec 

ACF  Industries                                                                     Carl  C  Icahn 
manufactures,  sells  &  leases  railroad  freight  &  tank  cars;  investments 

720e 

265e 

lOOe 

2,600 

Dec 

Klaussner  Furniture  Group                                                   JB  Davis 

manufactures  upholstered  home  &  office  furniture 

716 

57e 

— 

6,908 

Dec 

Sunbelt  Beverage                                                                 Charles  Andrews 
wholesales  wine  &  spirits 

715e 

22e 

7e 

1,485 

Mar 

Wirtz                                                                                     William  Wirtz 
distributes  liquor;  real  estate;  Blackhawks  team  &  United  Center  in  Chicago 

715e 

55e 

21e 

1,800 

June 

Skadden,  Arps, 

law  firm 

Hewitt  Associai 

employee  benefil 

Slate,  Meagher  &  Flom                                    Robert  C  Sheehan 

710e 

270e 

240e 

3,150 

Dec 

Si 

357 

JEM 

400 
358 

tes                                                               Dale  Gifford 

s,  compensation  &  human  resources  consulting 

708 

70e 

35e 

7,700 

Sept 

•Harris  Chemical  Group                                                        D  George  Harris 
produces  salt,  soda  products,  boron  chemicals  &  specialty  fertilizers 

706 

97 

-27 

3,500 

Mar 

LDI                                                                                        Andre  Lacy 
distributes  videocassettes,  motorcycle  &  mountain  bike  parts  &  accessories 

703* 

50e* 

20e* 

1,841 

Dec 

IBl 

267 
271 

BTl 

126 

Bi!l 

■ 

300 

Coulter'                                                                              Wallace  H  Coulter 
medical  diagnostic  systems 

701 

49 

15 

5,500 

Mar 

Island  Lincoln-Mercury  Group                                               R  Bruce  Deardoff 
auto  dealerships  &  fleet  sales 

700 

8 

5 

230 

Dec 

Duchossois  Industries                                                         Richard  L  Duchossois 
railroad  equip;  military  ordnance;  Arlington  Racetrack;  garage-door  openers 

700e 

llOe 

40e 

6,500 

Dec 

Lane  Industries                                                                 William  N  Lane  III 
office  products  &  supplies;  lodging;  security  services;  broadcasting;  ranching 

700 

89 

11 

6,600 

Dec 

Sealy                                                                                 Ronald  Jones 

makes  bedding 

698 

92 

-1 

4,875 

Nov 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate.  *  Pro  forma  figures;  reflects  recent  acquisition.  'Announced  pla 
to  be  acquired  by  Beckman  Instruments. 

ns 
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Retirement  Is  Dead.  It's  Been  ReplacedBy 

A  Novel  Concept  Called  Living. 
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Who  decided  that  at  the  age  of  65  it  was  time  to  hit  the  brakes,  start  acting  your  age,  and  smile  sweetly 
as  the  world  spins  by?  Definitely  not  you.  So  we've  packaged  a  unique  set  of  tools,  including  annuities, 
401(k)s,  IRAs,  mutual  funds,  and  life  insurance  for  you  and  your  family.  Everything  you  need  to  lay  the 
groundwork  for  your  next  grand  adventure.  Whether  that's  finishing  law  school  or  turning  your  genius  for 
the  perfect  omelet  into  a  corner  cafe.  Because  when  you  turn  65,  the  concept  of  retirement  will  be  the  onlv 
thing  that's  old  and  tired.  For  a  free  brochure,  call  kgOp -AETNA- 60  or  visit  us  at  http://www.aetna.com. 

Build   for  Retirement.  Manage  for  Life." 


:tn8 

Retirement  Services 


MililiilJJ;IHMH>^iTMTM 


Rank     Company 

business 
'96 

Chief 
executive 

Revenues 
($mil) 

Profits Employees 

operating          net 
($mil)          (Smil) 

Fiscal 
year-end 

Baker  &  McKenzie 

302        law  firm 

John  C  Klotsche 

*         T 

$696 

$271 

$246 

6,000 

June 

KM     t 
308        F 

KM  •[ 

335        n 

[-VA-T  Food  Stores 

ood  City  supermarkets  in  Kentucky,  Virginia  &  Tennessee 

Jack  C  Smith 

691 

24e 

He 

6,000 

Dec 

lelco-Remy  America'                                                            Harold  Sperlich 
nakes  starters,  alternators  &  other  auto  &  truck  parts;  remanufactures  auto  parts 

•  690e 

55e 

-14e 

1,500 

July 

MhVM    Newark  Group 

281        recycles  paperboard  into  new  paper  products 

Fred  G  von  Zuben 

690 

55 

20 

3,000 

Apr 

KtW  vReltec 

398        telecommunications  systems,  equipments  services 

Dudley  Sheffler 

689 

106 

19 

4,500 

Dec 

CO 

c 

■D 

m 

—i 
O 

o 

With  a  tight  labor  market,  demand  for 
skilled  part-time  workers  is  booming, 
nc  Illinois  and  TAC  Worldwide  Cos. 
provide  temporary  employment  services. 

313        0 

BW  G 

331        G 

BW  A 

293        d 

iscount  Tire 

perates  335  tire  stores  in  14  states 

Bruce  T  Halle 

687 

43 

23 

5.154 

Dec 

enuardi  Super  Markets 

enuardi's  Family  Markets  in  Pennsylvania  &  Delaware 

Charles  A  Genuardi 

682 

21e 

14e 

4,400 

Dec 

IcJunkin 

istributes  pipes,  valve  fittings  &  electrical  equipment 

HB  Wehrle  III 

682 

30e 

18e 

1,309 

Dec 

KTW  s 

315        S 

ix  Flags  Theme  Parks 

ix  Flags  Great  Adventure  &  other  theme  parks 

Larry  D  Bouts 

680e 

163e 

5e 

2,200 

Dec 

297        c 

l/albridge,  Aldinger 

onstruction 

John  Rakolta  Jr 

675 

24e 

lOe 

500 

Dec 

KTW   V 

419        h 

uman  resources,  pension  &  employee  benefits  consulting 

Pete  Smith 

672 

115 

40 

5.000 

June 

ESI     <^ 

299        V 

eorgia  Crown  Distributing 

/holesales  &  distributes  alcoholic  beverages  &  bottled  water 

Donald  M  Leebern  Jr 

670 

23e 

8e 

1,600 

July 

KTM   G 

340        d 

lazer's  Wholesale  Distributors 

istributes  wine  &  distilled  beverages 

Bennett  Glazer 

670e 

24e 

8e 

1.850 

Aug 

EIQI  c 

326        [i 

onair 

air  dryers  &  other  consumer  appliances;  personal  care  products 

Leandro  P  Rizzuto 

655 

53 

23 

3,175 

Dec 

KTM   s 

366        c 

AS  Institute 

omputer  software  &  services 

James  H  Goodnight 

653 

380e 

114e 

4,500 

Dec 

KHB   G 

■       d 

'Neal  Steel 

istributes  &  processes  carbon  steel  &  nonferrous  metal  products 

Max  De  Jonge 

651 

52e 

30e 

2,000 

Dec 

W^M   F 

■        r 

riendly  Ice  Cream' 

estaurants;  prepackaged  ice  cream 

Donald  Smith 

651 

64 

-8 

2,700 

Dec 

372        p 

orsehead  Industries 

recesses  zinc,  calcined  &  petroleum  coke  products;  environmental 

William  E  Flaherty 
svcs 

650e 

— 

— 

2,000 

Dec 

WSM    MTD  Products                                                                      Curtis  E  Moll 
305        lawn  mowers  &  other  outdoor  power  equip;  tools,  dies,  metal  stampings 

650e 

45e 

25e 

7,500 

July 

348        c 

ishman  Realty  &  Construction 

onstruction;  real  estate  &  hotel  management 

JohnTishman 

650 

26e 

7e 

620 

June 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  xe:  Estimate.  >  Announced  plans  to  go  public. 
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i  One  company.  One  account  team.  One  smart  solution,  j  Sometimes  more  is 
simply  more  irritating.  Especially  when  it  comes  to  working  with  a  lot  of  different  communications 
companies.  So  why  not  just  use  MCI.  For  everything.  From  Conferencing  to  Data  to  Internet  to 
Local  service.  What  you'll  get  is  a  single  account  team  dedicated  to  taking  care  of  all  your  business's 
communication  needs.  Whether  it's  coordinating  your  services  around  the  globe,  around  the  country 
or  simply  around  the  block.  So  sign  up  tor  MCI.  It  goes  great  with  a  cup  of  coffee. 

•  il  and  cellular  saivlcss  aig  only  available  In  cemirt  areas.  Tnis  oih:  is  i  <i!v  .n.uiMe  lor  medium-large  businesses  witb  local  urvlce  over  MCI  lacilitles  Nol  available  in  all  areas  Call  lor  avalLibililv 


Is  this  a  great  time,  or  what?  :  -) 


^^ 


MCI 


HiliidlJJr 

':  f>^| 

f 

U 

Ji 

^'^^H 

^^M 

^^^H 

^M 

^^^H 

^^^E 

Rank 

Company 

business 

Chief 
executive 

Revenues 
($mii) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

•98 

E5S 

298 

ISI' 

361 
306 

WHM 

u 

E9 

322 

KM 

336 

ESI 

349 

KM 

363 

E9 

389 

KM 
380 

338 

KM 

■ 

KM 

171 

KM 

378 

KM 

371 

KM 

329 

KM 

278 

KM 

431 

KM 

385 

E!l 

413 

E9I 

346 

ESI 

344 

KM 

343 

ES 

399 

KM 

380 

Topa  Equities 

insurance,  real  estate,  auto  dealerships;  distributes  beverages 

John  E  Anderson 

$648 

$32 

$3 

1,300 

Dec 

TAG  Worldwide  Cos' 

temporary  employment  agency 

Salvatore  Balsamo 

648 

49e 

20e 

1.075 

Sept 

Charmer  Industries 

distributes  wine  &  spirits 

Herman  Merinoff 

•'   645e 

19e 

Be 

1,300 

Dec 

Dunn  Industries 

general  contractor,  construction  &  program  management,  design 

Terrence  P  Dunn 

632 

22e 

14e 

1,700 

Dec 

Faulkner  Organization 

auto  dealerships 

Henry  Faulkner  III 

630e 

17e 

8e 

1,200 

Dec 

Hunt  Consolidated/Hunt  Oil 

develops,  refines  &  explores  for  oil  &  gas 

Ray  L  Hunt 

630e 

296e 

38e 

1.300 

Dec 

Ben  E  Keith                                                                          Robert  Hallam 
distributes  Anheuser-Busch  beer;  distributes  food  to  hospitals,  schools  &  restaurants 

630 

21e 

lOe 

1,600 

June 

Benjamin  Moore  &  Co 

paints,  stains,  chemicals 

Richard  Roob 

625 

86 

43 

2,000 

Dec 

Freedom  Communications 

publishes  daily  &  weekly  newspapers  &  magazines;  TV  stations 

James  N  Rosse 

625e 

160e 

53e 

6,900 

Dec 

Watkins  Associated  Industries 

trucking;  wholesales  fresh  seafood;  real  estate 

V(/illiamV^,' Watkins 

624e 

56e 

20e 

7,350 

Dec 

Journal  Communications 

Milwaukee  Journal  Sentinel;  broadcasting,  printing,  telecommunication 

Robert  A  Kahlor 

622 

105 

41 

6,580 

Dec 

DPR  Construction 

general  contractor  of  technology-based  facilities 

Peter  Nosier 

620e 

IBs 

— 

1,149 

Dec 

Little  Caesar  Enterprises 

pizza  restaurants 

Michael  Hitch 

620e 

30e 

15e 

8,300 

Dec 

MediaNews  Group 

newspapers 

W  Dean  Singleton 

620 

125 

40 

8,000 

Sept 

Genmar  Holdings 

manufactures  Hatteras  &  other  brands  of  motorized  recreational  boats 

Irwin  Jacobs 

618 

35 

— 

4,900 

Dec 

TTC  Illinois 

temporary  employment  agency  for  financial  &  technical  workers 

Michael  McCafferty 

614 

6 

1 

26,315 

Dec 

Deseret  Management 

insurance;  TV  &  radio;  real  estate  management 

Rodney  H  Brady 

612e 

70e 

27e 

3,000 

Dec 

Great  Lakes  Cheese 

manufactures,  processes  &  packages  cheese 

Hans  Epprecht 

612 

18e 

12e 

900 

Dec 

Parsons  Brinckerhoff 

engineering  &  construction  management 

Thomas  J  O'Neill 

611 

22 

13 

5,320 

Oct 

Rooney  Brothers 

construction;  electronics;  real  estate;  building  materials 

LF  Rooney  III 

611 

17 

6 

1,800 

Sept 

Hartz  Group 

pet  food  &  supplies;  Village  Voice  newspaper;  real  estate 

Leonard  N  Stern 

609e 

45e 

— 

2,600 

Dec 

Tuttle-Click  Automotive  Group 

auto  dealerships,  bank,  insurance 

Robert  H  Tuttle^ 

608^ 

18^ 

12' 

1,5003 

Dec 

Ricart  Automotive 

auto  dealerships 

Rhett  Ricart 

608 

16e 

7e 

968 

Dec 

El  Camino  Resources                                                          David  Harmon 
resells  &  leases  IBM  mainframe  &  midrange  computer  equip;  software;  tech  svcs 

607 

16 

9 

550 

Apr 

Shorenstein 

real  estate 

Douglas  W  Shorenstei 

n       603e 

56e 

lOe 

1,400 

Dec 

■  Not  or 

last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e.-  Estimate. 

Formerly  Technical  Aid. 

James  H.  Click 

is  co-chief  executive. 

^  Auto  dealerships  only. 
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Gary  Heck.  PrcsUcnt  &  Chairman 
Korhcl  Chamlxii^nc  Cellars 


r/^- 


J!J^ 


WE   Set^i    HIS   CHAIVIPAGIME  IVIORIMIIMG,  IMOOINI  AIMO  MIGHT. 

As  the  large»/seller  of  champasne  in  the  county',  Korhel  can't  afford  to  worry  ahout  contamination,  shipping,  leakage, 
machinery  breakdown  and  liabilities  from  broken  glass.  So  for  protection  around  the  clock— and  around  the  world— 
Chubb  has  been  serving  Korbel  Champagne  Cellars  since  1976.  Working  closely  with  Korbel's  insunuice  agent,  Chubb 
created  a  winery  insurance  program  that  covers  the  company  from  vine  to  table.  As  one  of  the  world's  leading  business 
insurers,  Chubb  has  115  years  of  experience— along  with  the  highest  ratings  for  financial  strength— to  help  all  varieties 
of  companies  from  losing  their  fizz.  To  find  out  how  your  independent  agent  or  breaker  can  work  with  Chubb  to  help 
your  business,  call  1-800-36  CHUBB.  You  can  also  visit  our  web  site  at  http://www.chubb.com  ^     :-._J 


INSURE 


OMUBB 


.  nt  pnimniionnl  purposes,  C:huhh  ivtcrs  lo  mcnilx-r  insiircrs  of  ihc  (:liiil->li  ("iroup  of  Insurance  t'amiViiiics  ^i'n^^B^KB^^^K^fm  ^ 

conditions  iuul  cxcUisions  of  the  policies  ns  isMied.  Not  ;ill  ins,uvr,s  do  husiness  in  all  jurisJu  lions.  C^huhK  Group  of  Insuiau.  e  C.>mpm-ii(?^,  %.  lol  X  Waticn,  Nj  OTOOl-UU.l. 


HilillilJil;UiMH>mMT:TTT; 


Rank     ( 

■96 

^nmnanv 

Chief 
executive 

Revenues      — 
($mil)         o[ 

Prnfit' 

Employees 

net 
($mil) 

Fiscal 
year-end 

)usiness 

)erating 
($mil) 

368 

joya  Foods 

Hispanic  foods 

Joseph  A  Unanue 

$602e 

$86e 

$36e 

3,000 

Dec 

MVYM    Jordan  Industries 

401        consumer  &  industrial  products 

John  W  Jordan  II 

602 

61 

-52 

6,218 

Dec 

351         r 

American  Foods  Group 

uns  slaughterhouses 

Carl  W  Kuehne 

■    SOOe 

15e 

Be 

2,000 

June 

KM  1 

■        r 

■orever  Living  Products  International                                     Rex  Maughan 
nanufactures  &  distributes  a'oe  vera  products,  cosmetics  &  detergents 

SOOe 

75e 

35e 

1,360 

Dec 

BiM    1 

364        r 

tiedline  Industries                                                              Charlie  Mills 
nanufactures  &  distributes  medical-surgical  products  &  textiles 

600 

54e 

48e 

2.400 

Dec 

M^M    ( 

323        [ 

)lan  Mills 

jortrait  photography  studios 

Robert  McDowell 

600e 

66e 

13e 

16,000 

Sept 

tW    Washington  Cos 

316        Montana  rail  services,  machinery  &  construction 

Dennis  Washington 

SOOe 

168e 

47e 

4,200 

Dec 

W^M    1 

■           C 

'erot  Systems 

omputer  services 

Morton  H  Meyerson 

599 

41 

21 

5,555 

Dec 

itl^   ( 

324        s 

bounty  Seat  Stores 

pecialty  apparel  stores 

Sam  Forman 

595e 

— 

— 

5,700 

Jan 

KHM   ( 

373        F 

JmniSource                                                                         Leonard  Rifkin 
irocesses  &  wholesales  smelting  products,  ferrous  &  nonferrous  scrap  metal 

595e 

63e 

24e 

960 

Sept 

BiW     1 
354        r 

niand  Group 

eal  estate  brokerage,  management  &  financing 

Daniel  L  Goodwin 

5938 

25e 

2e 

747 

June 

KtMI    Simplex  Time  Recorder 

■        manufactures,  sells  &  svcs  building  monitor  control  systems, 

Edward  G  Watkins 
computer  time-recorders 

591 

44e 

24e 

5,800 

Dec 

309        c 

'eerless  Importers 

istributes  wine  &  spirits 

John  Magliocco 

590e 

18e 

6e 

1,200 

Dec 

EH    Builder  Marts  of  America 

377        wholesales  building  materials  &  lumber  products 

Brian  S  MacKenzie 

588 

15e 

3e 

146 

Dec 

< 

m 

— ( 

8 

m 
o 

— * 

O 

-z. 

Winemaker  Beringer  Inc.,  which  was  not 
on  our  list  last  year,  is  planning  an  initial 
public  offering.  E&J  Gallo,  which  sold 
X29  million  gallons  of  wine  last  year, 
remains  defiantly  private. 

347        [ 

>teiner 

)rovides  linens  &  uniforms;  cans  food 

Richard  Steiner 

585e 

88e 

34e 

9,100 

June 

311        1 

.ong  John  Silver's 

ast-food  seafood  restaurants 

John  M  Cranor  III 

583 

-37 

-116 

18,500 

June 

436        c 

'regressive  Tool  &  Industries 

lesigns  &  installs  robot-assisted  welding  &  assembly  tools 

Anthony  Wisne 

575e 

75e 

35e 

4.800 

Nov 

397        [ 

Arthur  D  Little 

nanagement  &  technology  consulting 

Charles  R  LaMantia 

574 

86e 

57e 

3,200 

Dec 

^1  1 

387        < 

rasha 

juto  dealerships 

Henry  Torian 

574 

14 

5 

1,100 

Dec 

396 

)lue  Bird 

nanufactures  school  &  commercial  buses  &  motor  homes 

Paul  E  Glaske 

570 

65 

25 

2.516 

Oct 

■  Not  on  \i 

St  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e; 

Estimate. 
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i 


m 


Jound  hils  i|ou  at  a  speed  of  760  mph. 

fir  hirs  uou  at  a  speed  of  671,000.000  mph. 


LM-^' 


' "    ^"3li.A 


» 


Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses— meet  Toshiba  DVD. 

g        PLEASE,  IMO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we  have  the  technology  that  fits  up  to  133 

minutes  of  heart-pounding  video  and  audio,         , 

normally  reserved  for  the  finest  cineplexes, 

for  use  at  home  on  a  disc  the  size  of  a  CD. 

Picture  quality  that's  three  times  better  than      i 

VHS  and  audio  recorded  in  full  Dolby"  Digital 

Surround  Sound  on  six  discrete  channels. 

And,  our  models  can  even  play  your  favorite       ,  , 

compact  discs.  5"  (same  as  CD) 

NO  WAITING,  NO  FADING.  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 

rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 

deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 

have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 

h  packages  are  as   streamlined  and  efficient  as  the 

discs  themselves. 

TALL,  SHORT,  OR  FRENCH— 
WE'RE  READY  FOR  ANYTHING 

'  Many  DVD  movies  will  come  with  some  of  the  most 

incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


Toshiba  DVD 


In  Touch  with  Tomorro' 

TOSHIBA 

littp://«vvinM.dvd.to«Kiba.con 
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Rank 

■96 

Company                                                                        Chief 
business                                                                         executive 

Revenues 
($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

'388^ 

KM 

379 
384 

KM 

■ 

KM 

292 

KM 

445 

KM 

■ 

KM 

452 

KM 

441 

KM 

395 

KM 

37G 

KM 

410 

KM 

485 

KM 

394 

KM 

446 
382 

KM 

391 

B9 

422 

KM 

367 

KM 

456 

KM 

318 

KM 

345 

KM 

362 

KM 

■ 

412 

Gilman  Investment                                                             Howard  Gllman 
manufactures  multiwall  paper  bags;  operates  paper  &  pulp  mills  &  linehaul  railroad 

$570e 

$84e 

$30e 

2,600 

Dec 

Meyer  Packing                                                                     R  Lee  Delp 
runs  slaughterhouses 

570 

IBe 

9e 

1,550 

June 

Elder-Beerman  Stores                                                         Fred  J  Mershad 
El-Bee  shoe  stores  &  Elder-Beerman  stores 

•    570 

3 

-12 

8,000 

Jan 

•Community  Health  Systems                                                  Wayne  T  Smith 
owns,  leases  &  manages  hospitals 

566 

106 

-14 

10,576 

Sept 

Barton  Malow                                                                       Ben  Maibach  III 
builds  sports  stadiums,  health  facilities,  industrial  &  educational  facilities 

565 

3 

2 

896 

Mar 

Earnhardt's  Motor  Cos                                                         Hal  J  Earnhardt  III 
auto  dealerships 

564 

22 

18 

1,112 

Dec 

•KinderCare  Learning  Centers                                                  David  J  Johnson 
preschool  educational  &  child  care  services 

563 

88 

-5 

22,400 

May 

Alberici                                                                               Robert  F  McCoole 
general  contractor  &  construction  manager  for  the  auto,  commercial  &  environ  inds 

563 

23e 

9e 

1,500 

Dec 

Herb  Chambers  Cos                                                            Herbert  G  Chambers 
auto  dealerships 

562 

15e 

7e 

798 

Dec 

Les  Schwab  Tire  Centers                                                      Philip  Wick 
tire  stores 

562e 

73e 

37e 

4,800 

Dec 

Fletcher  Jones  Management  Group                                         Fletcher  Jones  Jr 
auto  dealerships 

560 

88 

18 

1,050 

June 

McWane                                                                              John  J  McMahon  Jr 
cast  iron  pipe,  valves  &  fittings;  water-treatment  equipment;  coal  production 

560e 

68e 

26e 

5,650 

Dec 

Southern  Foods  Group                                                         Peter  Schenkel 
processes  &  distributes  milk  &  other  dairy  products 

560e 

37e 

lOe 

2,500 

Dec 

Ourisman  Automotive  Enterprises                                           Mandell  J  Ourisman 
auto  dealerships,  insurance 

559 

16 

12 

1,001 

Dec 

•Merit  Behavioral  Care                                                         Albert  S  Waxman 
manages  behavioral  health  care  providers 

556 

11 

-14 

3,500 

Sept 

Beverage  America                                                                James  WF  Brooks 
bottles  &  distributes  7-Up,  RC  Cola,  Canada  Dry,  Dr  Pepper  &  other  soft  drinks 

555e 

77e 

16e 

3,000 

Dec 

Fareway  Stores                                                                    Robert  Cramer 
Fareway  &  Fastco  Food  Stores 

555e 

13e 

6e 

4.250 

Mar 

Turner  Industries                                                                  Bert  S  Turner 
maintains  &  constructs  oil  refineries,  chemical  &  petrochemical  plants 

553 

24 

26 

10,500 

Oct 

All-Phase  Electric  Supply                                                     Ken  Renwick 
wholesales  electrical  equipment 

550 

39e 

15e 

1,700 

Feb 

Dick  Corp                                                                            DE  Dick 
general  contractor;  constructs  airports,  bridges  &  prisons 

550 

21 

— 

5,000 

Dec 

Feld  Entertainment                                                               Kenneth  Feld 
Ringling  Bros  and  Barnum  &  Bailey  Circus  &  other  live  entertainment  acts 

550e 

83e 

29e 

2,500 

Dec 

Greenv^ood  Mills                                                                   William  Mathews  Self 
fabrics,  denim,  textiles 

550e 

33e 

— 

7,000 

Dec 

Jim  Koons  Management                                                          James  E  Koons 
auto  dealerships 

550e 

— 

— 

1,200 

Dec 

Parkdale  Mills                                                                      W  Duke  Kimbrell 
makes  cotton  &  yarn  for  apparel 

550e 

62e 

47e 

2,600 

Dec 

Rocco                                                                                    George  W  Pace 
Shady  Brook  Farms,  Marval  &  Valley  Chef  poultry  products 

550 

33e 

6e 

4,100 

Dec 

■  Not  or 

last  year's  list.  •Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 

224 


Forbes  ■  December  1,  1997 


Time  Critical 

''Once  again,  Roadway  beats  the  clock/' 


The  entire  furniture  order  forfsMi|?M^H|ij^in  Kansas 
City  and  an  appendectonriy  for  the  warehouse  manager  at 
AIco  Furniture  Rental  in  Chicago  left  Steve  Peck  in  a  world 
of  hurt. 

In  a  frantic  search  Steve,  regional  director  of         ^^0^^ 
Alco's  tradeshow  division,  found  the  toll-free         f  \ 


number  for  Roadway's  new[Time-Critical 


Services,  a  no-questions,[^tvqrQnteec/  on- time 
service.  He  explained  all  the  critical  issues  for 
delivery,  and  Roadway  took  care  of  the  rest. 
H      Kim  Olds  at  Roadway's  Critical  Shipments  Center  staggered  the 


scheduled  the  delivery 


drop  of  four  trailers  at  AIco,  and 

according  to  the  deadline  and  labor  availability  at  the 

exhibit  hall. 

Satisfied?  "You  bet,"  Steve  proclaimed. [''Roadway] 


[delivered  what  they  promised., 
they  delivered  the  product  exactly 


on  time  and  made  it  easy  for  AIco  to 


serve  our  customers.  It  was  painless." 
y^lmn^^^^^^^^Q  Roadway  Express 
blends  the  most  efficient  network  with  the 
most  responsive  work  force  in  the  industry  to 
deliver  exceptional  customer  service  to  you. 


I 


IK 


ROADM0VY 

axpress 

A  ~\JVJ\J''\JkJ\J^  ^  CJV/V/ www.roQdway.com    rexinail@roadway.com 

Exceptional  Service.  .  .No  Exceptions 


For  Emergency  Shipments  Call  Toll-free  24  Hours  a  Day,., 


01997  Roadway  Eitpress,  Inc  Alt  R>ghts  R«Gerv«d 
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1 

Rank 

■01 

'96 
414 

KM 

353 

K!Bi 

325 

m 

417 
352 

BM 

376 
443 

■ 

337 

KM 

403 

KM 

■ 

KM 

■ 

KM 

439 

■ 

475 

KM 

409 

KM 

416 

BB 

386 

KM 

415 

Company 

business 

Chief               Revenues 
executive              ($mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

Rosen's  Diversified                                                                Thomas  J  Rosen 
runs  slaughterhouses;  distributes  agrochemicals;  develops  agricultural  software. 

$550 

$lle 

$4e 

1,200 

Sept 

Santa  Monica  Ford 

fleet  sales  &  auto  dealership 

Robert  Karlin' 

550 

— 

— 

100 

Dec 

CIVII  International 

manufactures  automotive  engine  &  suspension  components 

Richard  A  Nawrocki 

,-   549 

50e 

22e 

3,967 

May 

Darcars 

auto  dealerships 

John  Darvish 

543 

15e 

7e 

1,612 

Dec 

Trek^                                                                                  Richard  A  Burke 
manufactures  Trek  bicycles;  distributes  flooring  &  consumer  electronic  goods 

537 

46e 

— 

2,000 

Sept 

A  truck  stop  is  a  driver's  best  friend. 
Privately  field  Pilot  and  Flying  J  operate 
204  sites  across  the  U.S. 

Townsend's 

processes  poultry;  makes  prepared  foods;  refines  soybean  oil 

P  Coleman  Townsend  Jr 

536 

16e 

4e 

4,500 

May 

Brown  &  Brown  Automotive  Group 

auto  dealerships 

Henry  E  Brown 

535 

11 

9 

885 

Dec 

Unicco  Service  Company 

provides  building  maintenance,  janitorial,  office  &  electrical  services 

Steven  C  Kletjian 

535 

90e 

24e 

22,000 

June 

Russ  Darrow  Group 

auto  dealerships 

Russell  Darrow 

534 

13e 

6e 

650 

Dec 

Lewis  Homes  Management 

residential  construction;  develops  real  estate  in  California  &  Nevada 

John  M  Goodman 

534 

44e 

19e 

825 

Dec 

American  Century  Cos 

mutual  funds 

James  W  Stowers  III 

530e 

1658 

35e 

1,800 

Oct 

API  Group 

specialty  contractor;  fire  protection  svcs;  distributes  building  materials 

Lee  Anderson  Sr 

530 

90e 

35e 

3,000 

Dec 

Darby  Group  Cos                                                                   Michael  Ashkin 
manufactures  &  distributes  dental,  medical,  veterinary  &  vitamin  products 

530e 

80e 

40e 

2,000 

Dec 

Lifetouch 

studio  &  school  photography 

Paul  Harmel 

530 

53e 

lie 

14,000 

June 

Rudoipii  &  Sletten 

general  contractor 

John  Rudolph 

530e 

15e 

7e 

815 

June 

Furman  Lumber 

distributes  lumber  &  building  materials 

Barry  Kronick 

530 

8 

1 

350 

Feb 

Landmark  Communications 

publishing,  TV  programming,  broadcasting,  cable  TV,  Weather  Channel, 

John  0  Wynne 
magazines 

525 

120e 

37e 

4,500 

Dec 

Quill 

distributes  office  supplies  &  computer  products 

Jack  Miller 

525 

36e 

17e 

1,200 

Dec 

American  Color  Graphics 

prints  advertising  inserts,  comic  books,  Sunday  comics 

Stephen  Dyott 

525 

48 

-32 

2,880 

Mar 

Tube  City 

processes  &  brokers  scrap  iron  &  steel;  processes  slag  &  metal  recovery 

Michael  Coslov 

523 

58e 

21e 

378 

Dec 

■  Note 

n  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 

L.  Wayne  Harding  is  co-chief  executive. 

■  Formerly  Intrepid. 
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WITH  THE  RIGHT  TEAM 
ANYTHING  IS  POSSIBLE. 


Remember  running  for  your  first  touchdown? 
Remember  the  teamwork  that  enabled  you  to  break  free? 

At  Cushman  &  Wakefield,  we  understand  the 
[importance  of  teamwork  in  the  real  estate  game  today. 

Working  closely  with  clients,  our  first-string 

account  teams  help  analyze  individual  needs,  redefine 

objectives,  create  strategies  and  implement  solutions. 

Putting  even  the  most  impossible  goals  within 
your  grasp. 

From  our  experience,  knowledge  and  research 


capabilities  to  our  creative  problem-solving,  our  team 
record  is  unmatched  in  the  industry.  In  fact,  nobody 
helps  more  emerging  market  leaders  and  businesses  of 
all  sizes,  here  and  around  the  world. 

To  put  us  on  your  team  or  to  learn  more  about 
our  real  estate  services,  call  1-800-346-6789. 


WAKEFIELD 


Improving  your  place 
in  the  world!" 


http://www.cushwake.com 


'iilBs   Cushman  &  Wakefieid  Worldwide*' 


BiiiiiiiBnMiMmnE 


'96 

in 

497 
470 

i?ni 

408 

ESI 

418 

BBB 

290 

iff! 

453 

IBM 

390 

■ 

MUM 

434 

IffiB 

462 

■ 

■ 

496 

d 
474 

495 

Company 

business 

Chief 
executive 

Revenues 
($mil) 

Profits- 
operating 
($mil) 

net 
($mll) 

Employees 

Fiscal 
year-end 

Empire  Beef 

distributes  beef,  pork,  poultry,  seafood  &  processed  meats 

Steve  H  Levine 

$522 

$10e 

$4e 

170 

Dec 

Longaberger                                                                     Dave  Longaberger 
makes  &  sells  handcrafted  baskets,  pottery  &  other  home  decor  accessories 

520 

57 

24 

5,275 

Dec 

Jockey  International 

manufactures  underwear  &  loungewear 

Donna  W  Steigerwaldt 

520e 

82e 

23e 

5,200 

Dec 

Johnson  Brothers  Wholesale  Liquor 

wholesales  liquor 

Lynn  Johnson 

520e 

18e 

Be 

1,050 

Dec 

Cowles  Media                                                                       David  C  Cox 
Star  Tribune  in  Minneapolis;  magazines,  videos  &  other  information  services 

517 

77 

30 

3,300 

Mar 

Perry  H  Koplik  &  Sons 

international  sales  representative  of  pulp,  paper  &  forest  products 

Michael  R  Koplik 

517 

— 

— 

123 

Dec 

Phil  Long  Dealerships 

auto  dealerships 

JayCimino 

517 

13e 

Be 

1,214 

Dec 

Pacific  Holding 

real  estate,  building  materials,  natural  resources,  textiles 

David  H  Murdock 

515e 

— 

— 

2,000 

Dec 

Tutor-Saliba 

general  contractor 

Ronald  Tutor 

515 

29 

19e 

2,200 

Sept 

Copps 

distributes,  retails  &  wholesales  food;  supermarkets 

Michael  W  Copps 

514 

20 

8 

4,073 

Jan 

PC  Richard  &  Son 

appliance,  home  office  &  electronics  stores 

Gary  H  Richard 

510e 

23e 

8e 

1,700 

Jan 

Transtar  Holdings 

railroads,  water  shipping 

Robert  S  Rosati 

509 

149 

71 

3,300 

Dec 

Mel  Farr  Automotive  Group 

auto  dealerships 

Mel  Farr  Sr 

508 

3 

3 

810 

Dec 

Pacifico  Organization 

auto  dealerships,  fleet  sales 

Kerry  T  Pacifico 

505 

12e 

5e 

375 

Dec 

Forbes  Four  Hundred  members 
and  their  families  own  85  of  tlie 
largest  private  companies, 
including  Raley's,  Metromedia 
and  Topa  Equities. 

H 

■ 

1 

ipp^ 

11  :i 

■a«aii>a_>              m 

Galpin  Motors 

auto  dealerships 

Herbert  FBoeckmann  1 

1       502 

18 

13 

675 

Dec 

Swinerton 

construction 

David  H  Grubb 

501 

179 

lie 

1,300 

Dec 

317 

459 

tffil 
411 

420 

Boler 

manufactures  axle  suspensions,  truck  bumpers,  leaf  springs 

John  Boler 

500e 

45e 

20e 

3,000 

Dec 

lams 

premium  dog  &  cat  food 

Clay  Mathile 

500e 

68e 

30e 

1,200 

Dec 

PNY  Technologies 

memory  upgrades,  semiconductors  &  related  products 

Gadi  Cohen 

500e 

40e 

25e 

300 

Dec 

Ris  Paper 

distributes  paper  &  communication  &  industrial  products 

Mark  Griffin 

500e 

16e 

5e 

665 

Dec 

■  Not 

on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate. 

• 
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TH  OUR  POLICYHOLDERS  WE  ARE  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE    IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  PREVENT  CRIPPLING  INJURIES  AND  DEATH  BY  REMOVING  THE  CAUSES  Of  HOME.  HIGHWAY  AND  WORK  ACCIDENTS.  IT 


resistant  floor  surface  where  L/Ouisa  Abbott  ivorksy 
she  hasn't  taken  a  spill,  [At  least,  at  work,] 


D1«Hn-|.il,.-,iv    \\„u,„U. 


J-vouisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 
^  There'd  more  information  hy'c)  like  to  dhare.  So  please  call  John  Ryan 
at  (617) 574-5842  or  vLtit  our  webdite  at  http'J/www.Libertymutuai.coni      rr'l  ^  freeao/n  o/  J  'l>  rtS 


LIBERTY 
MUTUAL; 


siN!<j|.-i::)y  imoM  qnv  AVMH'iiii  iivoii  h>  sisnv:i  iiu  'iniauvnui  ah  hiviu  unv  miiiiiini  nNiijji«3  iNjAnu  o.i  sx33s  Li  jstwaiu  iV3ao  si  ii  JsiajaUNi  ivnidw  ivja?  v  ni  ojovnNi  mv  im  vsKiiOHk.iiUM  >ino  hiimcI' 


Mi>li<IJJ;1il/i\ifl^'i 

T 

m 

lil 

*  ■    ' 

JIH 

1 

■ 

1 

1 

1 

Rank 

wm 

'96 

438 

Iffl 
183 

mi- 

426 
424 

BW 

m 

461 

B!?l 

467 

BBI 

482 

|S|- 

407 

l?!!l 

468 

ESI 

449 

m 

440 

ESI 

466 

■ 

Company 

business 

Sauder  Woodworking 

makes  ready-to-assemble  furniture 

TRT  Holdings 

produces  &  markets  oil  &  gas;  Omni  &  other  hotels 

Ukrop's  Super  Markets 

supermarkets  in  Virginia 

Chief 
executive 

Revenues 
{$mil) 

Profits- 
operating 
($mil) 

net 
($mil) 

Employees 

Fiscal 
year-end 

Maynard  Sauder 

$500e 

$60e 

$25e 

3,200 

Dec 

Robert  B  Rowling 

SOOet 

— 

— 

8,000 

Dec 

James  E  Ukrop 

.500e 

15e 

6e 

5,000 

July 

Williamson-Dickie  Manufacturing                                           Philip  Williamson 

manufactures  workwear  &  casual  wear 

50Ce 

75e 

29e 

6.200 

Dec 

World  Carpets                                                                     David  Shaheen 
manufactures  carpets 

500e 

47e 

14e 

3,000 

June 

Pacific  Coast  Building  Products 

roofing  materials,  wallboard,  clay  &  concrete  prods;  di 

Webb  Automotive  Group 

auto  dealerships 

David  J  Lucchetti 
stribs  bidg  materials 

495 

25e 

lOe 

2,500 

Apr 

Lewis  M  Webb 

494 

13 

10 

740 

Dec 

Pepper  Cos                                                                         J  Stanley  Pepper 
general  contractor  &  construction  manager  in  over  40  states 

494 

6 

7 

1,200 

Sept 

Inserra  Supermarkets 

ShopRite  supermarkets  in  New  Jersey  &  New  York 

Lawrence  R  Inserra 

492e 

15e 

6e 

2,300 

Dec 

National  Wine  &  Spirits 

distributes  wine  &  spirits  in  the  Midv 

Texas  Petrochemicals 

manufactures  industrial  organic  che 

vest 

James  LaCrosse 

491 

15e 

5e 

1,345 

Mar 

Bill  Waycaster 
micals 

490 

48 

-11 

319 

May 

•Goss  Graphic  Systems                                                         Robert  Kuhn 
designs  &  manufactures  web  printing  presses  &  systems 

490e 

48e 

— 

2.341 

Sept 

Kraus-Anderso 

general  contrac 

PrimeSource 

manufactures  8 

n                                                                       Bruce  W  Engelsma 
tor,  real  estate,  commercial  insurance 

490 

15e 

4e 

800 

Dec 

Paul  Hylbert' 
packages  nails;  fabricates  metal;  distributes  building  materials 

489 

21e 

lOe 

915 

Dec 

Atlas  World  Group 

Atlas  Van  Lines  moving  services  i 

Wally  Saubert 
5.  Red  Ball  freight 

485* 

31* 

7* 

732 

Dec 

448 

Chronicle  Publishing 

publishes  newspapers  &  books;  b 

roa 
ve, 

dca 

JohnBSias 
sting 

485e 

135e 

28e 

2.500 

Dec 

442 

Grede  Foundries 

iron  &  steel  castings  for  automot 

Bruce  Jacobs 
farm  &  construction  equipment 

485 

50e 

5e 

4,400 

Dec 

471 

■ 

Marathon  Cheese                                                                 Don  Menzner 
packages  cheese  for  Kraft  &  other  food  companies 

485e 

15e 

7e 

1,000 

June 

United  Supermarkets 

supermarkets  &  pharmacies  in  Tt 

xa; 

Robert  D  Snell 

485e 

lOe 

2e 

3,300 

Jan 

487 

Braman  Enterprises 

auto  dealerships 

Norman  Braman 

480 

16e 

7e 

800 

Dec 

B!W 

268 

■ 
455 

Drummond                                                                             Garry  N  Drummond 
mines  coal 

480e 

— 

— 

2,800 

Dec 

Schein  Pharmaceutical                                                       Martin  Sperber 
generic  pharmaceuticals 

476 

67e 

41e 

2,000 

Dec 

Chief  Auto  Parts                                                                   David  H  Eisenberg 
retails  &  wholesales  auto  parts 

475e 

30e 

le 

5,500 

Dec 

457 
458 

Field  Contain! 

manufactures  f 

GFI  America 

runs  slaughter 

>r                                                                       Larry  FieJd 
elding  cartons;  recycles  paperboard;  makes  ink  &  specialty  packaging 

475 

71e 

24e 

2.200 

Apr 

Robert  D  Goldberger 
louses 

475e 

13e 

7e 

1,125 

July 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyout  since  1992.  e:  Estimate.  *  Pro  forma  figures,  reflects  recent  acquisition,  t  Pro  forma  fij 
'  Marvin  Miller  is  co-chief  executive. 

>ure;  reflects  recent  divestiture. 
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^^We  guard  the  castle   from  invaders  and  disasters^ 

and  better  than  an  army  ever  could, 


Disposable  &  Specialty  Products  |  Fire  &  Safety  Services 
Flow  Control  I  Electrical  &  Electronic  Components 


A  mighty  stronghold  since  the  time 
of  Robert  the  Bruce,  Scotland's  mag- 
ical Eilean  Donan  castle  has  faced 
Viking  invasion  fleets,  Spanish 
occupation,  and  bombardment 
by  the  British  Royal  Navy.  Totally 
restored  in  1932,  today  the  castle 
is  guarded  against  modern  intrud- 
ers by  Tyco  International's  Thorn 
Security  Group.  No-one  in  the  world 
can  provide  as  many  security,  fire, 
and  safety-related  products  and 
services  as  Tyco  —  from  the  elec- 
tronic security  systems  of  Thorn 
and  ADT,  to  the  sprinkler  systems 
of  Grinnell  and  Wormald.  As  a  single 
integrated  source,  we  don't  just 
lead  the  market,  we  literally  stand 
alone,  making  thousands  of  products 
for  customers  around  the  world. 
Last  year,  Business  Week^  named 
us  one  of  the  50  top  performers  of 
the  S  &  P  500,  and  Fortune^'  maga- 
zine placed  us  among  the  world's 
most  admired  corporations.  If 
you'd  like  to  find  out  why,  please 
write  PO  Box  497,  Dept.  F, 
Exeter,  NH,  03833. 

tuca 

B  Internationa!  ltd. 

UNLEASHING  THE  POWER  WITHIN 

TY( 

www.tycoint.com 


niiiiiiijjiii'MUHimimT?; 


Rank     Company 

business 
'96 

Chief 
executive 

Revenues 
($mil) 

Profits 

operating          net 
($mil)          ($mil) 

Employees 

Fiscal 
year-end 

GoodTimes  Entertainment 

406        produces,  distributes  &  licenses  videocassettes  &  softwar 

Joe  Cayre 
e                           ■    • 

$475e 

$57e 

— 

600 

Dec 

M^m    Green  Bay  Packaging                                                         William  F  Kress 
304        paperboard,  shipping  containers,  pressure-sensitive  roll  stock 

475e 

54e 

$15e 

2,800 

Dec 

gfiW    Manufacturers'  Services 

■        contract  manufacturer  of  electronic  equipment 

Kevin  Melia 

■    475 

40e 

25e 

2,600 

Dec 

gTi!B    Pella 

■        wood  windows,  glass  sliding  &  folding  doors 

Gary  Christensen 

475e 

20e 

5e 

4,300 

Nov 

Ki.nfc    David  Weekley  Homes                                                           David  Weekiey 
481        builds  semicustom  homes  in  Texas,  Colorado,  Florida,  Tennessee  &  North  Carohna 

473 

36 

23 

638 

Dec 

o 

— ) 

o 

-z. 
m 

i 
> 

m 
CO 

I 

c 
o 

ID 

m 
—1 
—1 
-< 

— ^:^--TP 

Auto  retailing  is  changing  from  a 
family-owned  business  to  a  corporate  affair; 
6  of  the  dealerships  that  were  on 
last  year's  list  went  public  or  were 
acquired  by  larger  firms. 

■■-;       ICUW231!            ^,/'    .-   __i  - 

429        c 

ugle  Boy  Industries 

asual  pants,  jeans,  sportswear  &  related  apparel  for  me 

William  Mow 
fi,  boys  &  women 

470e 

44e 

lie 

2,200 

Aug 

ESB     P 

■        d 

itman 

stributes  printing  &  graphic  arts  equipment  &  supplies 

John  W  Dreyer 

470 

11 

2 

520 

Mar 

gfiM   c 

450        a 

oggin  Automotive  Group 

uto  dealerships,  hotels,  finance,  real  estate 

Luther  Coggin 

468 

19 

12 

954 

Dec 

478        n 

lorris  Communications 

ewspapers,  magazines,  outdoor  advertising 

Williams  Morris  III 

466e* 

112e* 

— 

5,400 

Dec 

492        a 

wope  Automotive  Group 

uto  dealerships 

Samuel  G  Swope 

466 

13e 

4e 

1,087 

Dec 

mim    Industrial  Co                                                                       Ron  McKenzie 
447        general  contractor  for  power  &  petrochemical  plants  &  other  industrial  facilities 

462 

15 

9 

5,000 

Dec 

473        p 

ibco 

lumbing  valves,  copper  &  plastic  fittings,  thermoplastic 

Rex  Martin 
fluid-control  products 

461 

33 

18 

3,518 

Dec 

ICT  0 

■       c 

pus  US 

onstruction;  develops  real  estate 

Keith  P  Bednarowski           460e 

lOe 

5e 

600 

Dec 

KM   K 

460        w 

rasdale  Foods 

holesales  food 

Charles  A  Krasne 

459 

13e 

9e 

600 

Dec 

■           0 

merican  Golf 

perates  golf  courses 

David  Price 

458 

14e 

12e 

13,000 

Dec 

ESS  >^ 

435        d 

lason  &  Hanger' 

isassembles  weapons;  nuclear  weapons;  researches  &  c 

Richard  M  Loghry 
evelops  warheads 

457e 

— 

12e 

5,000 

Dec 

499        H 

ouchens  Industries 

ouchens  &  Save-A-Lot  supermarkets 

Jim  Gipson 

4578 

— 

4e 

3,600 

Sept 

gnu  •£ 

■       d 

lark  Material  Handling 

esigns,  markets  &  manufactures  forklift  trucks 

Martin  M  Dorio 

451 

27 

-2 

1,025 

Dec 

■       a 

hapman  Automotive  Group 

uto  dealerships 

Jerry  B  Chapman 

450e 

12e 

Be 

335 

Dec 

gftil     F 
■       a 

el-Pro 

uto  &  industrial  gaskets,  chemical  products 

Paul  Lehman^ 

4503 

36e 

9e 

2,900 

Dec 

■  Not  on  la 
is  co-chief 

st  year's  list.  •  Went  private  via  leveraged  buyout  since  199 
executive.  ^Company  provided  estimate. 

2.  6:  Estimate.  *Pro  forma  figures;  reflects  recent  acquisition. '  Formerly  Mason  Co.  ^  David  Weigberg 
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Money  to  Go 


As  an  information  services  provider,  we 
supply  NationsBank  with  its  core  deposit 
software.   As  a  wireless  operator,  we  are 
a  single  point  of  contact  for  all  of  their 
cellular  provisioning  needs  in  our  markets 
across  the  U.S.   As  experts  in  data  and 
communications,  we  were  able  to  anticipate 
their  needs  and  develop  their  first  mobile 
ATMs  to  help  them  go  the  extra  mile. 


wClllXEl 

ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL      www.alltel.com 


Tmrn 


Ranl^     Company 

business 
•96 

Chief 
executive 

Revenues 
(Jmil) 

Profits- 
operating 
($mil) 

Employees 

net 
($mil) 

Fiscal 
year-end 

: Jones,  Day,  Reavis  &  Pogue 

■        law  firm 

Patrick  F  McCartan 

$450e 

$150e 

$120e 

2,880 

Dec 

miym    Oxbow                                                                                Wllliam  1  Koch 
490       composite  pipes,  fossil  fuels,  geothermal  energy,  real  estate 

450e 

108e 

50e 

900 

Dec 

Biw    Bob  Rohrman  Auto  Group 

■        auto  dealerships 

Bob  Rohrman 

450e 

16e 

12e 

900 

Dec 

Kt:M    Toresco  Enterprises                                                            Donald  Toresco 
479        Autoland  of  New  Jersey  &  other  auto  dealerships 

450 

12e 

6e 

650 

Dec 

Bm    Transnational  Motors                                                          Robert  L  Hooker 
356        distributes  Mazda  automobiles  &  parts 

450e 

9e 

5e 

130 

Feb 

Wf^m    Coca-Cola  Bottling  Co  United 

483        bottles  Coca-Cola  &  other  soft  drinks 

Claude  B  Nielsen 

450 

63 

13 

2,600 

Dec 

W^M    NW  Transport  Service 
393        motor  carrier 

Jerry  McMorris 

449 

27e 

2e 

4,701 

Dec 

332        variety  &  discount  stores 

Meshulam  Riklis 

447 

-73 

-141 

5.800 

Jan 

B!M    United  Co                                                                            James  WMcGlothlin 
472        oil  drilling,  real  estate,  financial  services,  golf  courses 

446 

97 

48 

954 

Dec 

Bm    Dierbergs  Markets 

■        supermarkets  in  Missouri 

Robert  Dierberg 

445 

14e 

8e 

4.300 

Dec 

BlB    American  Restaurant  Group                                                    Anwar  SSoliman 
465        Black  Angus,  Grandy's  &  other  restaurants 

445 

25 

-K 

14,800 

Dec 

W^M    Bissell                                                                                MarkBissell 
488        carpet  sweepers,  vacuum  cleaners,  floor  &  rug  shampooers 

443 

31 

13 

2,250 

Dec 

Wvfm    Montgomery  Watson                                                           Murii  Tolaney 
477        environmental  engineering,  site  design,  construction  &  maintenance 

442' 

18"' 

V- 

3,200 

Dec 

Blm    Russell  Stover  Candies                                                        Thomas  Ward 
■        Russell  Stover  Whitman's  &  other  candies;  makes  paper  packaging  products 

442 

68 
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5,900 

Feb 
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Tempted  by  the  powerful  bull  market, 
7  of  last  year's  500  Forbes-listed  private 
companies  did  initial  public  offerings  in 
the  past  12  months.  Among  them: 
Polo  Ralph  Lauren,  CH  Robinson  and  Silgan. 

B!Bi  ! 

■           c 

>afelite  Glass 

uto  glass  repair  &  replacement  sho 

John  Barlow 

)S 

438 

32 

27 

3,955 

Dec 

ESI  ! 

491        c 

!undt 

onstruction  &  construction  manager 

H  Wilson  Sundt 
nent  services 

436 

2 

2 

1,375 

Sept 

JM  1 

489        i 

laggen 

taggen  Food  &  Pharmacy,  Top  Food  i 

Dale  C  Henley 
.  Drug  stores  in  Washington  &  Oregon 

436 

lOe 

4e 

3.000 

Dec 

m  1 

■      1 

iaugh  Enterprises 

general  contractor  construction 

Louis  E  Kapcsandy 

435 

8 

4 

1,200 

Mar 

m       ( 

iAarcus  Cable 

)perates  cable  TV  systems 

Jeffrey  A  Marcus 

435 

204 

-100 

2,225 

Dec 

BfiW   1 

425        ^ 

^ome  Interiors  &  Gif's 

wholesales  decorative    :cessories 

Donald  J  Carter 

434 

88 

54 

1,350 

Dec 

■  Not  on  la 

st  year's  list.  •  Went  privs  e  via  levera 

ged  buyout  since  1992.  e:  Estimate.  '  Company  provided  pro  forma  figures. 
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.here  is  a  quiet  revolution  taking 
place  in  the  corridors  of  business,  govern- 
ment and  nonprofit  agencies  that  is  deliver- 
ing exciting,  economically  viable  solutions 
to  some  thorny  environmental  challenges. 

It  is  a  quiet  transformation  because 
the  leaders,  drawn  from  every  group  with 
a  stake  in  the  process,  are  putting  aside 
divisiveness,  rolling  up  their  sleeves  and 
working  together  -  even  with  former 
adversaries  -  to  reach  the  common 
goals  of  conserving  our  precious  natural 
resources  and  aiding  the  growth  of  our 
national  economy. 

The  standard-bearer  in  this  revolution 
is  the  National  Fish  and  Wildlife 
Foundation  (NFWF).  Now,  after  some 
12  years  of  solid  successes,  NFWF  is 
becoming  widely  recognized  for  its  innova- 
tive approach  to  solving  environmental 
problems.  Its  creative  problem-solving 
efforts  rest  on  a  public/private  partnership 
focused  tightly  on  local,  on-the-ground 
issues.  NFWF  gathers  all  of  the  stakehold- 
ers affected,  then  delivers  grants  for  needed 
expertise  to  pinpoint  root  causes  and  to 
implement  practical,  community-based 
solutions. 

NFWF  is  also  one  of  the  most  entre- 
preneurially  aggressive  companies  in  the 
business.  When  Atlantic  salmon  neared 
extinction  in  the  U.S.  due  to  overharvest  in 
Greenland,  NFWF  and  its  partners  bought 
Greenland  salmon  quotas.  Similarly,  on  the 
West  Coast,  as  coho  salmon  declined  toward 
extinction,  instead  of  groping  with  science, 
allocation  and  policy  issues,  NFWF  formed 
a  creative  partnership  that  invests  in  salmon 
restoration  on  all  of  Oregon's  coastal  rivers. 
Like  a  good  mediator,  NFW'T  keys  in 
on  the  common  ground  among  differing 
interests  and  works  forward  from  there. 
The  bottom  line:  NFWF  has  molded  a  new 
model  for  cooperative  action  on  how  best 
to  balance  environmental  and  economic 
interests. 

Created  by  Congress  in  1984,  NFWF 
receives  appropriations  of  federal  funds  that 
are  awarded  as  grants,  with  the  proviso  that 
those  federal  funds  are  matched  by  nonfed- 
eral funds  raised  by  the  grantee.  Currently, 
NFWF  raises  more  than  $2  from  the  pri- 
vate sector  for  each  federal  dollar  it  awards. 
This  matching  requirement  is  the  basis  for 


John  &  Karen  Hollinasworth 
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Bill  Hamman 

President 
Marriott  Education  Services 


Marriott  Education  Services  (MES), 
which  provides  food  and  facilities 
services  to  nnore  than  500  U.S.  colleges 
and  universities,  has  donated  more  than 
$85,000  over  three  years  to  support 
Conservation  Education  Progranns 
of  the  National  Fish  and  Wildlife 
Foundation  (NFWF).  MES  raised  these 
funds  by  donating  1 0  cents  from  each 
sale  of  its  environment-themed  mugs 
and  water  bottles. 

"Students  we  serve  are  very  concerned 
about  our  environment,"  says  Russ 
Wright,  MES  marketing  director 
"NFWF's  educational  work  addresses 
these  concerns  and  truly  helps  to 
preserve  our  natural  resources."  The 
conservation  education  programs  also 
support  internships  and  mentoring 
programs  for  students  interested  in 
conservation  as  a  careen  as  well  as 
Leadership  Training  for  natural  resources 
professionals,  corporate  leaders  and 
key  policy  decision  makers. 

"Corporate  sponsorships  like  Marriott's 
enable  us  to  expand  our  reach  to  a 
larger  audience,"  says  Alex  Echols, 
deputy  director  for  the  nonprofit  NFWF 

Marriott  Education  Services  is  a  business 
line  of  Marriott  Management  Services, 
a  multinational  contract  services 
organization. 


Harriott 

MANAGEMENT  SERVICES 


ADVERT 

NFWF's  success  in  hundreds  of  partner- 
ships among  conservation  groups, 
government  and  the  private  sector. 
All  operating  expenses  come  from  the 
private  sector  —  some  230  corporations, 
citizens  and  other  foundations  help  keep 
the  bills  paid. 

Although  NFWF  focuses  ori  U.S. 
resources,  it  also  crosses  international 
boundaries  to  protect  migratory  wildlife. 
NFWF's  program  highlights  include  native 
plant  conservation,  habitat  restoration  for 
fish  and  songbirds,  wild  game  management 
and  conservation,  training  for  natural 
resource  professionals,  including  a  special 
curriculum  for  graduate  business  schools, 
and  serving  as  the  lead  fiind-raiser  for 
endangered  species  conservation. 


Here  is  an  example  that  highlights 
NFWT's  creative  approach  to  environmen- 
tal problem  solving: 

Partners  in  Flight.  This  program  was 
launched  in  1 990  to  stem  declines  in 
migratory  birds.  An  estimated  65  million 
Americans  watch  and  feed  birds,  creating 
a  $16  billion-a-year  industry.  Migratory 
birds,  which  save  farmers  millions  each 
year  in  pest  control,  are  also  a  favorite  of 
birders.  This  model  program  is  aimed  at 
bringing  together  government,  private 
conservation  groups,  industry  and  the 
public  to  help  keep  migratory  birds  off  the 
endangered  species  list,  while  avoiding  the 
financial  and  political  problems  associated 
with  threatened  animals.  More  than  a  dozen 
forest  products  companies  are  active  partic- 
ipants, as  are  leading  conservation  groups 
such  as  the  American  Bird  Conservancy 
and  Point  Reyes  Bird  Observatory. 

NFWF  has  awarded  some  2,300 
grants  to  more  than  700  grantees  in  1 2 
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years,  and  growth  is  accelerating.  Some 
projects  are  small,  such  as  new  efforts 
toward  environmental  education  in  urbar 
areas.  Others  are  high  profile,  such  as  the  I 
Save  the  Tiger  Fund,  an  international  effo 
to  help  the  long-term  survival  of  Asia's 
remaining  wild  tiger  populations,  with  $6| 
million  pledged  from  Exxon.  This  initiati>| 
is  entirely  dependent  on  private-sector 
funding. 

On  a  broader  scale,  NFWF  commits  | 
large  portions  of  its  funds  to  restore 
publicly  and  privately  owned  wetlands  —  I 
with  375  projects  totaling  some  $100 
million.  It  has  also  made  major  commit- 
ments (434  projects  totaling  $42  million) 
for  marine  and  freshwater  fisheries 
conservation.  Migratory  bird  conservation! 
(which  includes  Partners  in  Flight)  has 
328  projects  totaling  $28.5  million. 

NFWF  has  drawn  many  useful  lessonl 
from  the  business  world.  Among  them  arel 

•  A  willingness  to  take  risks  that 
nourish  creativity  and  innovation 

•  A  quick-response  posture  to  attack 
problems  before  they  fester 

•  A  commitment  to  low  administrative 
costs  that  let  more  funds  flow 
directly  to  local  ecosystem  problem 
solving 

•  An  openness  to  partnering  in  the 
same  way  that  globalization  has 
forced  many  of  the  world's  best 
corporations  to  form  strategic 
alliances. 


Creative  partnerships  with  the  private  sector 
helped  restore  Oregon's  fishery  habitat. 


Because  we'll  recycle  over  200  million  plastic 

BOTTLES  THIS  YEAR,  LANDFILLS  CAN  BE  FILLED  WITH  OTHER  THINGS 

Like  land,  for  instance. 
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We  can't  make  more  land.  But  we  can  do 
more  to  protect  what  we  have.  In  fact,  this 
year  Phillips  Petroleum's  plastics  recy- 
cling plant  will  process  over  200  million 
containersThis  effort  will  help  reduce  landfiU 


waste  and  conserve  natural  resources.  And 
that  will  leave  another  litde  comer  of  the 
world  all  alone.  At  PhilKps,  that's  what  i  t  means 
to  be  The  Performance  Company.  «ig|| 
PHILLIPS  PETROLEUM  f  OMPANY  1^ 


For  cm  annual  report  on  Phillips'  heallh,  environmental  and  safety  pejjonnance,  write  to:  HES  Repon,  16  Al  PB,  Bartles\>ilk,  OK  /  -ft\M, 
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Barbara  Price 

Vice  President 

Health,  Environment  and  Safety 

Phillips  Petroleum  Company 


Employees  Key  to  Building 
Successful  Partnerships 

Phillips's  most  successful  environmental 
partnerships  have  been  built  upon 
the  passion  and  enthusiasm  of  our 
employees. 

A  Phillips  geologist  —  and  avid  birder 
—  convinced  Phillips  to  form  the  Gulf 
Coast  Bird  Observatory,  a  public/private 
partnership  that  is  restoring  habitat 
for  neotropical  migrants  along  the  Gulf 
Coast,  from  Florida  to  Mexico. 

A  young  researcher  rallied  her 
colleagues  to  join  the  Wildlife  Habitat 
Council  and  form  partnerships  to 
enhance  habitat  on  Phillips  land  in 
Oklahoma  and  Texas. 

And  an  environmental, scientist  put 
together  a  partnership  to  build  a  new 
community  wastewater  treatment 
facility,  while  preserving  one  of  the 
most  important  playas  in  the  High 
Plains  for  migrating  waterfowl. 

Phillips  is  proud  to  have  employees 
like  these,  and  is  proud  to  support  their 


important  work. 


A     D     v     E     R     T     I     s 

A  Good  Investment  for 
American  Businesses 

NFWF's  work  is  cost  effective,  measurable 
and  economically  sustainable.  Other 
advantages  include: 

Self-regulation. 

"There  is  a  30-year  history  of  aggressive 
environmental  activism  in  this  country  and 
most  has  translated  into  pressure  for  a 
Washington,  D.C. -based,  top-down  man- 
agement system  of  regulation  or  an  aggres- 
sive federal  land-acquisition  policy," 
explains  Amos  S.  Eno,  executive  director  of 
NFWF.  "We've  never  had  a  federally  char- 
tered organization  that  could  cross  over  to 
involve  the  private  sector.  We  are  virtually 
the  only  ones  occupying  that  niche.  We'll 
work  with  anyone." 

Supports  a  broad  array  of  needs. 

NFWF  is  not  an  advocate  for  a  single 
theme.  "We  are  a  kind  of  mutual  fund  for 
solving  environmental  problems.  We  are 
the  only  organization  making  strategic 
investments  specifically  to  solve  problems," 
says  Eno. 

Exclusive  of  advocacy,  lobbying 
or  litigation. 

NFWF  strives  to  avoid  the  delay  and 
expense  associated  with  regulation. 
Instead,  it  puts  that  money  on  the  ground. 
Beyond  basic  research,  it  translates  the 
best  scientific  theories  into  economically 


A  14  month  old  Florida  panther  —  one  of 
hiinHtoHs  of  (>ndangcred  sporic  NFWF  proloi 


sustainable  community  action  that 
promotes  healthy  ecosystems. 

A  win/win  approach. 
Prudent  ecosystem  management  and 
business  practice  are  compatible.  Good 
ecological  practices  have  unrecognized 
economic  benefits,  such  as  flood  control, 
water  purification  and  shoreline  stabiliza- 
tion. More  than  100  communities  now 
enjoy  an  economic  shot  in  the  arm  from 
tourism  associated  with  birding  festivals.  In 
Minnesota,  NFWF  funded  a  conservation 
group  promoting  environmentally  friendly 
agriculture.  The  result  was  better  water 
qualit)',  less  erosion  and  less  pesticide  use. 
At  the  same  time,  it  improfed  economic 
performance.  That  is  the  kind  of  model 
that  fits  NFWF's  most  basic  goals. 

NFWF  now  stands  at  the  crest  of  a 
new  wave  in  ecosystem  management.  The 
first  wave  was  reserving  land  as  national 
parks,  monuments  and  refuges.  The  second 
wave  was  federal  regulator)'  protection  of 
natural  resources.  The  third,  NFWF  firmly 
believes,  will  be  the  cooperative  partner- 
ships that  join  together  the  human  compo- 
nents of  conservation. 

Now  is  the  time  to  support  the 
National  Fish  and  Wildlife  Foundation. 
Its  menu  of  programs  and  its  commitment 
to  delivering  solutions  on  the  community 
level  make  it  an  excellent  investment  for 
corporate  America.  To  learn  more  about 
NFWF,  call  (202)  857-0166,  or  write  to 
the  Director  of  Development  at  11 20 
Connecticut  Avenue,  NW,  Suite  900, 
Washington,  D.C,  20036. 

Greg  Matusky  is  a  business  writer  who 
has  written  for  many  national  publications. 
Steve  Sherretta  cowrote  this  special  section. 
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The  only  number 
you  need  while  you're 
away  from  home. 

1  800  CALL  ATT® 
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1936   carryall  "Suburb 
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Call  I -800-950-2438 


or  v,s,t  www.chevrolet.com  *Based  on  total  square  footage  of  Suburban 
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How  to  get  in 
touch  with  them 


Company 

Rank 

ABC  Supply 

264 

One  ABC  Parkway 

Beloit.WI  53511 

608-362-7777 

ACF  Industries 

293 

620  North  Second  Street 

St  Charles,  MO  63301 

314-940-5000 

Advance  Publications 

34 

950  Fingerboard  Road 

Staten  Island,  NY  10305 

718-981-1234 

Alberici 

378 

2150  Kienlen  Avenue 

St  Louis,  MO  63121 

314-261-2611 

Alex  Lee 

132 

PO  Box  800 

Hickory,  NC  28603 

704-323-4424 

All-Phase  Electric  Supply 

389 

3401  South  Lakeshore  Drive 

St  Joseph,  Ml  49085 

616-926-6194 

Alliant  Foodservice  (1995) 

32 

One  Parkway  North 

Deerfield,  IL  60015 

847-405-8500 

American  Axle  &  Manufacturing  (1994) 

83 

1840  Holbrook  Avenue 

Detroit,  Ml  48212 

313-974-2000 

American  Century  Cos 

406 

4500  Main  Street,  Suite  1500 

Kansas  City,  MO  64111 

816-531-5575 

American  Color  Graphics 

414 

100  Winners  Circle 

Brentwood,  TN  37027 

615-377-0377 

American  Foods  Group 

353 

544  Acme  Street 

Green  Bay,  Wl  54302 

920-437-6330 

American  Golf 

475 

2951  28th  Street 

Santa  Monica,  CA  90405 

310-315-4200 

Company 

Rank 

American  Restaurant  Group 

491 

450  Newport  Center  Drive,  Suite  600 

Newport  Beach,  CA  92660 

714-721-8000 

Amkor  Electronics 

204 

1345  Enterprise  Drive 

West  Chester,  PA  19380 

610-431-9600 

Amsted  Industries 

161 

205  N  Michigan  Avenue,  Blvd  Towers  South 

Chicago,  IL  60601 

312-645-1700 

Amway 

22 

7575  Fulton  Street  East 

Ada,  Ml  49355 

616-787-6000 

Andersen  Corp 

133 

100  Fourth  Avenue  North 

Bayport,  MN  55003 

612-439-5150 

Andersen  Worldwide 

7 

1345  Avenue  of  the  Americas 

New  York,  NY  10105 

212-708-4000 

API  Group 

407 

2366  Rose  Place 

St  Paul,  MN  55113 

612-636-4320 

Aramark 

19 

Aramark  Tower,  1101  Market  Street 

Philadelphia,  PA  19107 

215-238-3000 

Asbury  Automotive  Group  (1994) 

259 

One  Tower  Bridge,  Suite  1440 

Conshohocken,  PA  19428 

610-260-9800 

Asplundh  Tree  Expert 

215 

708  Blair  Mill  Road 

Willow  Grove,  PA  19090 

215-784-4200 

' 

Atlas  World  Group 

450 

1212  St  George  Road 

Evansville.  IN  47711 

812-424-2222 

Austin  Industries 

284 

PO  Box  1590 

Dallas,  TX  75221 

214-443-5500 

Company 

Rank 

Avondale 

174 

PO  Box  1109 

Monroe,  GA  30655 

770-267-2226 

Baker  &  McKenzie 

306 

130  East  Randolph  Street 

Chicago,  IL  60601 

312-861-8800 

Baker  &  Taylor  (1992) 

249 

2709  Water  Ridge  Parkway  Suite  500 

Charlotte,  NC  28217 

704-357-3500 

Bartlett  and  Co 

236 

4800  Mam  Street.  Suite  600 

Kansas  City,  MO  64112 

816-753-6300 

Barton  Malow 

375 

27777  Franklin  Road,  Suite  800 

Southfield,  Ml  48034 

248-351-4500 

Bashas' 

235 

PO  Box  488 

Chandler,  AZ  85244 

602-895-9350 

Battelle  Memorial  Institute 

211 

505  King  Avenue 

Columbus,  OH  43201 

800-201-2011 

Baugh  Enterprises 

498 

900  Poplar  Place  South 

Seattle,  WA  98144 

206-726-8000 

BOO  Seidman 

130 

180  North  Stetson  Avenue,  Suite  4300 

Chicago,  IL  60601 

312-240-1236 

i 


The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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Company                                          Rank 

Company 

Rank 

Company 

Rank 

BE&K                                                      203 

2000  International  Park  Drive 
Birmingham,  AL  35243 
205-972-6000 

Booz,  Allen  &  Hamilton 

8283  Greensboro  Drive 
McLean,  VA  22102       .    , 
703-902-5000 

134 

CH2M  Hill  Companies 

6060  South  Willow  Drive 
Greenwood  Village,  CO  80111 
303-771-0900 

214 

LL  Bean                                                   181 

Casco  Street 
Freeport.  ME  04033 
207-865-4761 

Borden  (1995) 
180  East  Broad  Street 
Columbus,  OH  43215 
614-225-4000 

24 

Herb  Chambers  Cos 

259  McGrath  Highway 
Somerville,  MA  02145 
617-666-8333 

379 

Beaulieu  of  America  Group                         180 

PO  Box  4539 
Dalton,  GA  30719 
706-278-6666 

Boscov's  Department  Stores 

PO  Box  4116 
Reading,  PA  19606 
610-779-2000 

256 

Chapman  Automotive  Group 

PO  Box  11550 
Scottsdale,  AZ  85271 
602-970-0740 

479 

Bechtel  Group                                           11 

PO  Box  193965 

San  Francisco,  CA  94119 

415-768-1234 

Bose 

The  Mountain 
Framingham,  MA  01701 
508-879-7330 

285 

Charmer  Industries 

1950  48th  Street 
Astoria,  NY  11105 
718-726-2500 

328 

Beef  America                                           183 

14748  West  Center  Road,  Suite  201 
Omaha,  NE  68144 
402-330-1899 

Braman  Enterprises 

One  South  East  Third  Avenue,  Suite  2130 

Miami,  FL  33131 

305-358-1889 

455 

Chemcentral 

PO  Box  730 

Bedford  Park,  IL  60499 

708-594-7000 

231 

Belk  Stores  Services                                 74 

2801  West  Tyvola  Road 
Charlotte,  NC  28217 
704-357-1000 

Brookshire  Grocery 

PO  Box  1411 
Tyler.  TX  75710 
903-534-3000 

114 

Chief  Auto  Parts 

5400  LBJ  Freeway,  Suite  200 
Dallas,  TX  75240 
972-404-1114 

458 

Berwind  Group                                        198 

3000  Centre  Square  West,  1500  Marl<et  Street 

Philadelphia,  PA  19102 

215-563-2800 

Brown  &  Brown  Automotive  Group 

PO  Box  1059 
Mesa.AZ  85211 
602-833-3456 

402 

Chronicle  Publishing 

150-4th  Street,  Suite  695 
San  Francisco,  CA  94103 
415-777-1111 

451 

Beverage  America                                    386 

545  East  32nd  Street 
Holland,  Ml  49423 
616-396-1281 

Bugle  Boy  Industries 

2900  Madera  Road 
Simi  Valley,  CA  93065 
805-582-1010 

466  . 

Clark  Enterprises 

7500  Old  Georgetown  Road 
Bethesda,  MD  20814 
301-657-7100 

117 

Big  V  Supermarkets                                  287 

176  North  Main  Street 
Florida,  NY  10921 
914-651-4411 

Builder  Marts  of  America 

PO  Box  47 

Greenville,  SC  29602 
864-297-6101 

364 

Clark  Material  Handling  (1996) 
172  Trade  Street 
Lexington.  KY  40511 
606-288-1200 

478 

Big  Y  Foods                                              222 

280  Chestnut  Street,  PO  Box  7840 
Springtield,  MA  01102 
413-784-0600 

Leo  Burnett 

35  West  Wacker  Drive 
Chicago,  IL  60601 
312-220-5959 

239 

Clark  USA 

8182  Maryland  Avenue 
St  Louis.  MO  63105 
314-854-9696 

29 

Bissell                                                   492 

2345  Walker  Road,  NW 
Grand  Rapids,  Ml  49544 
616-453-4451 

Burt  Automotive  Network 

5200  South  Broadway 
Englewood,  CO  80110 
303-789-6700 

255 

Club  Corporation  International 

3030  LBJ  Freeway.  Suite  700 
Dallas,  TX  75234 
972-243-6191 

275 

Black  &Veatch                                        118 

8400  Ward  Parkway 
Kansas  City,  MO  64114 
913-458-2000 

C&S  Wholesale  Grocers 

Old  Ferry  Road 
Brattleboro,  VT  05301 
802-257-4371 

39 

CMI  International 

30333  Southfield  Road 
Southfield.  Ml  48076 
248-642-9450 

398 

Bloomberg  Financial  Markets                      184 

499  Park  Avenue 
New  York,  NY  10022 
212-318-2000 

Cargill 

PO  Box  9300 
Minneapolis,  MN  55440 
612-742-6000 

1 

Coca-Cola  Bottling  Co  of  Chicago 

7400  North  Oak  Park  Avenue 
Niles,  IL  60714 
773-775-0900 

216 

Blue  Bird                                               370 

3920  Arkwright  Road 
Macon,  GA  31210 
912-757-7100 

Carlson  Cos 

Carlson  Parkway,  PO  Box  59159 
Minneaoolis,  MN  55459 
612-540-5000 

103 

Coca-Cola  Bottling  Co  United 

4600  East  Lake  Boulevard 
Birmingham.  AL  35217 
205-841-2653 

486 

Boler                                                    432 

500  Park  Boulevard 
Itasca,  IL  60143 
630-773-9111 

Carpenter 

PO  Box  27205 
Richmond,  VA  23261 
804-359-0800 

253 

Coggin  Automotive  Group 

PO  Box  16469 
Jacksonville.  FL  32245 
904-992-4110 

468 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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Global  Link 


Investment  Research 


Currency  Management  Tools 


Optimization  Models 


Investment  Flow  Charts 


On-Line  Analysis 


FX  Trade  Execution 


>< 


WE   HAVE   THE    ONLY 

Presenting  Global  Link.  It's  a  bold  new  set  of  portfolio  management  tools  that 

MAP  THAT 

delivers  everything  from  market  research  to  portfolio  flows,  from  analysis  to  real-time 

CONCLUSIVELY  PROVES 

trade  execution.  Each  tool  is  impressive  on  its  own;  but  when  you  put  them  all 

NORWAY  IS   MUCH 

together,  you'll  have  the  ability  to  see  the  investment  world  from  a  dramatically 

HOTTER  THAN   MOROCCO. 

new  perspective.  To  learn  more,  call  Craig  Harnett,  vice  president,  at  617-664-3529. 


State  Street 

Serving  Institutional  Investors  Worldwide'^ 


"1997  State  Strret  Corporation. 
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Company                                          Rank 

Company 

Rank 

Company 

Rank 

Comark                                                 267 

444  Scott  Drive 
Bloomingdale,  IL  60108 
630-924-6700 

Crown  Equipment 

40  South  Washington  Street 
New  Bremen,  OH  45869 
419-629-2311               '    ' 

262 

DHL  Airways 

333  Twin  Dolphin  Drive 
Redwood  City,  CA  94065 
415-593-7474 

167 

Community  Health  Systems  (1996)                374 
155  Franklin  Road,  Suite  400 
Brentwood,  TN  37027 
615-373-9600 

Cumberland  Farms 

777  Dedham  Street 

Canton,  MA  02021                               r 

617-828-4900 

159 

Dick  Corp 

PO  Box  10896 
Pittsburgh,  PA  15236 
412-384-1000 

390 

Conair                                                   319 

150  Milford  Road 
East  Windsor,  NJ  08520 
609-426-1300 

Darby  Group  Cos 

865  Merrick  Avenue 
Westbury,NY  11590 
516-683-1800 

408 

Dierbergs  Markets 

1422  Elbridge  Payne  Road 
Chesterfield,  MO  63017 
314-532-8884 

490 

Connell                                                  138 

45  Cardinal  Drive 
Westfield,NJ  07090 
908-233-0700 

Darcars 

12210  Cherry  Hill  Road 
Silver  Spring,  MD  20904 
301-622-0300 

399 

DiGiorgio 

380  Middlesex  Avenue 
Carteret,  NJ  07008 
908-541-5555 

169 

Connell  Limited  Partnership                       141 

One  International  Place,  Fort  Hill  Square 

Boston,  MA  02110 

617-737-2700 

Russ  Darrow  Group 

4524  Dollar  Drive 
West  Bend,  Wl  53095 
414-629-5531 

404 

Dillingham  Construction 

5960  Inglewood  Drive 
Pleasanton,  CA  94588 
510-463-3300 

172 

Consolidated  Electrical  Distributors               83 

31356  Via  Colinas,  Suite  107 
Westlake  Village,  CA  91362 
818-991-9000 

Dart  Container 

500  Hogsback  Road 
Mason,  Ml  48854 
517-676-3800 

185 

Discount  Tire 

14631  North  Scottsdale  Road 
Scottsdale,  AZ  85254 
602-951-1938 

311 

Continental  Grain                                      5 

277  Park  Avenue 
New  York,  NY  10172 
212-207-5100 

David  Weekley  Homes 

1300  Post  Oak  Boulevard,  Suite  1000 
Houston,  TX  77056 
713-963-0500 

465 

Domino's  Pizza 

PO  Box  997 

Ann  Arbor,  Ml  48106 

313-930-3030 

200 

Coopers  &  Lybrand                                    13 

1301  Sixth  Avenue 
New  York,  NY  10019 
212-259-1000 

Day  &  Zimmermann 

1818  Market  Street 
Philadelphia,  PA  19103 
215-299-8000 

194 

DPR  Construction 

555  Twin  Dolphin  Drive,  Suite  200 
Redwood  City,  CA  94065 
415-592-4800 

337 

Copps                                                     425 

2828  Wayne  Street 
Stevens  Point,  Wl  54481 
715-344-5900 

DeBruce  Grain 

2702  Rock  Creek  Parkway,  Suite  400 
North  Kansas  City,  MO  64117 
816-421-8182 

237 

Drummond 

PO  Box  10246 
Birmingham,  AL  35202 
205-387-0501 

456 

Core-Mark  International                              64 

395  Oyster  Point  Boulevard,  Suite  415 
South  San  Francisco,  CA  94080 
415-589-9445 

Del  Monte  Foods 

PO  Box  193575 

San  Francisco,  CA  94119 

415-247-3000 

149 

Duchossois  Industries 

845  Larch  Avenue 
Elmhurst.  IL  60126 
630-279-3600 

303 

Coulter                                                  301 

PO  Box  169015 
Miami,  FL  33116 
305-380-3800 

Delaware  North  Cos 

1  Delaware  North  Place,  438  Main  Street 

Buttalo,  NY  14202 

716-858-5000 

146 

Dunavant  Enterprises 

PO  Box  443 
Memphis,  TN  38101 
901-369-1500 

104 

County  Seat  Stores                                   359 

469  Seventh  Avenue,  11th  Floor 
New  York,  NY  10018 
212-714-4800 

Delco-Remy  America  (1994) 
2902  Enterprise  Drive 
Anderson,  IN  46013 
765-778-6499 

308 

Dunn  Industries 

929  Holmes 

Kansas  City,  MO  64106 

816-474-8600 

329 

Cowles  Media                                         420 

329  Portland  Avenue 
Minneapolis,  MN  55415 
612-673-7100 

Deloitte  louche  Tohmatsu 

1633  Broadway 
New  York,  NY  10019 
212-489-1600 

14 

DynCorp 

2000  Edmund  Halley  Drive 
Reston,  VA  20191 
703-264-0330 

177 

Cox  Enterprises                                        31 

PO  Box  105357 
Atlanta,  GA  30348 
404-843-5123 

DeMoulas  Super  Markets 

875  East  Street 
Tewksbury,  MA  01876 
508-851-8000 

91 

Eagle-Picher  Industries  (1996) 

580  Walnut  Street 
Cincinnati,  OH  45202 
513-721-7010 

230 

Crowley  Maritime                                     166 

155  Grand  Avenue 
Oakland,  CA  94612 
510-251-7500 

Deseret  Management 

60  East  South  Temple,  Suite  575 
Salt  Lake  City,  UT  84111 
801-538-0651 

342 

Earnhardt's  Motor  Cos 

1301  North  Arizona  Avenue 
Gilbert,  AZ  85233 
602-926-4000 

376 

The  main  table  starts  on  page  186.  Foi  1  ose  firms  taken  priv 

ate 

since  1992,  we  show  the  year  of  the  transaction. 
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CHANGE,  THE  MORE 
HLINGS  SEW  THE  SAME 


The  world  of  business  changes  daily. 
Established  and  emerging  markets  are  creating 
endless  opportunities  and  wealth  around  the 
world.  In  the  competitive  rush  towards  the 
future,  a  dependable,  reliable  and  familiar 
business  partner  is  more  important  than  ever. 

At  Gulfstream,  we  have  a  forty  year  heritage 
of  building  the  finest  long  range,  large  cabin 
corporate  jets  in  the  world.  That's  what  we  do. 
And  we  do  it  better  than  anyone  else. 

Simplicity  of  design,  careful  application  of 
advanced  technology,  record  breaking  performance. 


unparalleled  levels  of  productivity,  incredible 
safety  measures  and  the  most  comfortable  cabin 
in  corporate  flight  are  the  constant  hallmarks 
of  Gulfstream. 

Today,  Gulfstream  remains  the  world  leader  in 
corporate  aviation.  The  Gulfstream  IV-SP,'*  the 
world's  best-selling  large  cabin,  long  range  jet,  the 
revolutionary,  ultra  long  range  Gulfstream^  the 
phenomenal  success  of  Gulfstream  Shares?''' 
world  wide  serx'ice  systems,  and  unparalleled 
completions  services  are  all  directed  toward  one 
goal:  helping  nearly  1,000  owners  and  operators 


be  safer,  more  productive  and  more  successful  - 

every  single  day,  the  world  over. 
Call  us  at  (912)965-5555.  u-u'U'.gMljstremTwaa/t.com 
If  you  want  the  best  there  is,  you  w^ant  a  Gultstreamf 


THE  WORLD  STANDARD. 

Gulfstream 
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Company 

Rank 

Ebsco  Industries 

186 

PO  Box  1943 

Birmingham,  AL  35201 

205-991-6600 

Eby-Brown 

97 

280  Shuman  Boulevard,  Suite  280 

Naperville,  IL  60566 

630-778-2800 

84  Lumber 

112 

PO  Box  8484 

Eigtity  Four,  PA  15384 

412-228-8820 

El  Camino  Resources 

349 

21051  Warner  Center  Lane 

Woodland  Hills,  CA  91367 

818-226-6600 

Elder-Beerman  Stores 

373 

3155  El-Bee  Road 

Dayton,  OH  45439 

937-296-7360 

Empire  Beef 

416 

171  Weidner  Road 

Rochester,  NY  14624 

716-235-7350 

Enterprise  Products 

122 

PO  Box  4324 

Houston,  TX  77210 

713-880-6500 

Enterprise  Rent-A-Car 

38 

600  Corporate  Park  Drive 

St  Louis,  MO  63105 

314-512-5000 

Entex  Information  Services  (1993) 

52 

Six  International  Drive 

Rye  Brook,  NY  10573 

914-935-3600 

Ernst  &  Young 

10 

787  Seventh  Avenue 

New  York.  NY  10019 

212-773-3000 

Essex  Group 

129 

1601  Wail  Street 

Fort  Wayne,  IN  46802 

219-461-4000 

Evenflo  &  Spalding 

289 

PO  Box  30101 

Tampa,  FL  33630 

813-204-5200 

M  Fabrikant  &  Sons 

283 

One  Rockefeller  Plaza 

New  York,  NY  10020 

212-757-0790 

Family  Restaurants 

292 

18831  Von  Karman  Avenue 

Irvine,  CA  92616 

714-757-7900 

Company 

Rank 

Fareway  Stores 

387 

PO  Box  70 

Boone,  lA  50036 

515-432-2623 

Farm  Fresh 

274 

7530  Tidewater  Drive 

Norfolk,  VA  23505 

t 

757-480-6700 

Mel  Farr  Automotive  Group 

428 

24750  Greenfield  Road 

Oak  Park.  Ml  48237 

248-967-3700 

Faulkner  Organization 

330 

4437  Street  Road 

Trevose,  PA  19053 

215-364-3980 

Favorite  Brands  International 

250 

75  Tri-State  International,  Suite  222 

Lmcolnshire,  IL  60069 

847-374-0900 

Fel-Pro 

480 

7450  North  McCormick  Boulevard 

Skokie,  IL  60076 

847-674-7700 

Fold  Entertainment 

391 

8607  Westwood  Center  Drive 

Vienna.  VA  22182 

703-448-4000 

Fidelity  Investments 

28 

82  Devonshire  Street 

Boston,  MA  02109 

617-570-7000 

Field  Container 

459 

1500  Nicholas  Boulevard 

Elk  Grove  Village,  IL  60007 

847-437-1700 

Fiesta  Mart 

291 

5235  Katy  Freeway 

Houston,  TX  77007 

713-869-5060 

Flint  Ink 

245 

25111  Glendale  Avenue 

Detroit,  Ml  48239 

313-538-6800 

Flying  J 

108 

PO  Box  678 

Brigham  City.  UT  84302 

801-734-6400 

Follett 

219 

2233  West  Street 

River  Grove,  IL  60171 

708-583-2000 

Forever  Living  Products  International 

354 

PO  Box  29041 

Phoenix,  AZ  85038 

602-998-8888 

Company 

Rank 

Foster  Farms 

217 

PO  Box  457 

Livingston,  CA  95334 

209-394-7901 

Frank  Consolidated  Enterprises 

187 

666  Garland  Place 

Des  Plaines,  IL  60016 

847-699-7000 

Freedom  Communications 

334 

PO  Box  19549 

Irvine,  CA  92623 

714-553-9292 

Friendly  Ice  Cream 

322 

1855  Boston  Road 

Wilbraham,  MA  01095 

413-543-2400 

Fry's  Electronics 

155 

600  Brokaw  Road 

San  Jose.  CA  95112 

408-487-4500 

Furman  Lumber 

411 

PO  Box  130 

Nutting  Lake.  MA  01865 

508-670-3800 

GAF 

241 

1361  Alps  Road 

Wayne,  NJ  07470 

201-628-3000 

E&J  Gallo  Winery 

178 

PO  Box  1130 

Modesto.  CA  95353 

209-579-3111 

Galpin  Motors 

430 

15505  Roscoe  Boulevard 

North  Hills.  CA  91343 

818-787-3800 

General  Parts 

251 

PO  Box  26006 

Raleigh,  NC  27611 

919-876-6171 

Genmar  Holdings 

340 

100  South  Fifth  Street,  Suite  2400 

Minneapolis.  MN  55402 

612-339-7900 

Genuardi  Super  Markets 

312 

805  East  Germantown  Pike 

Norristown.  PA  19401 

610-277-6000 

Georgia  Crown  Distributing 

317 

PO  Box  7908 

Columbus,  GA  31908 

706-568-4580 

GFI  America 

460 

2815  Blaisdell  Avenue.  Soutli 

Minneapolis,  MN  55408 

612-872-6262 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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DEAN  BURGESS  FROM  ARAMARK  with  OWEN  CHAPPELL  OF  BRITISH  PETROLEUM. 


"  FINDING  ARAMARK  WAS 

GENIUS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

LIKE  STRIKING  OIL 


^> 


"Would  we  have  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  in  19%  if  ARAMARK  weren't  a  major  part  of  the  consortium  of  companies  working 
with  us  in  the  North  Sea?  1  think  the  answer  is  clearly,  no.  Oh,  we  knew  how  well  Dean  Burgess  and  his  team  would  handle  our  food  service, 
magazine  and  book  concessions,  the  facility  management  and  even  mail  delivery  for  90  full-time  people.  There  was  never  a  doubt.  But  when 
ARAMARK  had  the  idea  to  build  the  entire  offshore  crew's  living  quarters  on  dry  land,  float  it  to  the  site,  lift  it  onto  the  platform  and  in  less  than  four 
hours  plug  it  in  so  we  could  begin  drilling  oil  immediately,  well  that's  when  we  knew  we  had  ourselves  a  real  partner.  And  to  think,  the  entire  project 
came  in  $136  million  under  budget.  When  you  combine  that  with  the  millions  of  barrels  of  oil  we've  sold,  well,  what  can  1  say?"  The  words  of  Owen 
Chappell  of  British  Petroleum.  Who  said  it  couldn't  be  done?  No  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
only  thing  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  money.  And  helping  a  partner  make  money  It's  led  Mr.  Chappell  to 
add  one  thing:  "The  value  ofBP's  partnership  with  ARAMARK  is  proven  to  me  every  day  -  barrel  by  barrel."      ^^^  A  D  A\AAi^t^ 

TO  I.KARN  MORK  ABOUT  UNLIMlThl)  I'ARTNKRSHIP  CAI.I.  l-800-ARAMARK  OK  VISIT  US  AT  http://www.aramark.com  Managed  Sen-ices,  Maua^cA  Better. 


Mi!iliilJJili'Mil>^iTTU;TyTT?; 


Company 

Rank 

Giant  Eagle 

36 

101  Kappa  Drive 

Pittsburgh,  PA  15238 

412-963-6200 

Gilbane  Building 

85 

Seven  Jackson  Walkway 

Providence,  Rl  02903 

401-456-5800 

Gilman  Investment 

371 

111  West  50th  Street 

New  York,  NY  10020 

212-246-3300 

Glazer's  Wholesale  Distributors 

318 

14860  Landmark  Boulevard 

Dallas,  TX  75240 

972-702-0900 

Global  Petroleum 

71 

800  South  Street 

Waltham,  MA  02254 

781-894-8800 

Golden  State  Foods 

115 

18301  Von  Karman  Avenue,  Suite  1100 

Irvine,  CA  92612 

714-252-2000 

Goldman  Sachs  Group 

4 

85  Broad  Street 

New  York,  NY  10004 

212-902-1000 

Golub 

109 

501  Duanesburg  Road 

Schenectady,  NY  12306 

518-355-5000 

Goodman  Manufacturing 

84 

1501  Seamist  Drive 

Houston,  TX  77008 

713-861-2500 

GoodTlmes  Entertainment 

461 

16  East  40th  Street 

New  York,  NY  10016 

212-951-3000 

Gordon  Food  Service 

105 

PO  Box  1787 

Grand  Rapids,  Ml  49501 

616-530-7000 

WL  Gore  &  Associates 

157 

555  Paper  Mill  Road 

Newark,  DE  19711 

302-738-4880 

Goss  Graphic  Systems  (1996) 

447 

700  Oakmont  Lane 

Westmont,  IL  60559 

630-850-5600 

Gould  Paper 

240 

Eleven  Madison  Avenue 

New  York,  NY  10010 

212-301-0000 

Company 

Rank 

Goya  Foods 

100  Seaview  Drive 
Secaucus,  NJ  07096 
201-348-4900 

351 

Grant  Thornton 

One  Prudential  Plaza,  Suite  800 
Chicago,  IL  60601 
312-856-0200 

118 

t 

Graybar  Electric 

PO  Box  7231 

St  Louis,  MO  63177 

314-727-3900 

43 

Great  Dane 

602  East  Lathrop  Avenue 
Savannah,  GA  31401 
912-644-2100 

170 

Great  Lakes  Cheese 

PO  Box  335 
Newbury,  OH  44065 
216-564-7181 

343 

Grede  Foundries 

9898  West  Bluemound  Road 
Milwaukee.  Wl  53226 
414-257-3600 

452 

Green  Bay  Packaging 

1700  North  Webster  Court 
Green  Bay,  Wl  54302 
920-433-5111 

462 

Greenwood  Mills 

PO  Box  1017 
Greenwood,  SC  29648 
864-229-2571 

392 

Grocers  Supply  Co 

PO  Box  14200 
Houston,  TX  77221 
713-747-5000 

139 

GS  Industries  (1995) 

1901  Roxborough  Road,  Suite  200 
Charlotte,  NC  28211 
704-366-6901 

212 

GSC  Enterprises 

PO  Box  638 

Sulphur  Springs.  TX  ''5483 

903-885-7621 

144 

Guardian  Industries 

2300  Harmon  Road 
Auburn  Hills,  Ml  48326 
248-340-1800 

94 

Gulf  Gil 

90  Everett  Avenue 
Chelsea,  MA  02150 
617-889-9000 

58 

Gulf  States  Toyota 

PO  Box  40306 
Houston,  TX  77240 
713-744-3300 

60 

Company 

Rank 

H  Group  Holding 

221 

200  West  Madison  Street,  39th  Floor 

Chicago.  IL  60606 

312-750-1234 

Haggen 

497 

PO  Box  9704 

Bellingham.  WA  98227 

360-733-8720 

Hale-Halsell 

276 

PO  Box  582898 

Tulsa,  OK  74158 

918-835-4484 

Hallmark  Cards 

40 

2501  McGee.PO  Box  419580 

Kansas  City,  MO  64108 

816-274-5111 

Harris  Chemical  Group  (1993) 

299 

399  Park  Avenue,  32nd  Floor 

New  York,  NY  10022 

212-207-6400 

Hartz  Group 

346 

667  Madison  Avenue 

New  York,  NY  10021 

212-308-3336 

Haworth 

123 

One  Haworth  Center 

Holland.  Ml  49423 

616-393-3000 

HE  Butt  Grocery 

18 

646  South  Main  Avenue 

San  Antonio,  TX  78204 

210-246-8000 

Bill  Heard  Enterprises 

188 

PO  Box  6749 

Columbus.  GA  31907 

706-323-1111 

Hearst 

47 

959  Eighth  Avenue 

New  York.  NY  10019 

212-649-2000 

Hechinger  Investment  (1997) 

33 

1801  McCormick  Drive 

Largo,  MD  20774 

301-341-1000 

Helmsley  Enterprises 

79 

230  Park  Avenue 

New  York,  NY  10169 

212-679-3600 

Hendrick  Automotive  Group 

53 

PO  Box  18649 

Charlotte.  NC  28218 

704-568-5550 

Hensel  Phelps  Construction 

233 

420  Sixth  Avenue 

Greeley,  CO  80631 

970-352-6565 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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Rule  one  in  fleet  buying:  get  the  most  for  your  money, 
Rule  two:  don  t  spend  a  lot. 

You've  nearJ  it  tetore.  In  ileet  buying,  tne  bottom  line  is  tne  bottom  line.  Vant  to  please 
Lotk  tke  DOSS  ana  tne  employees?  Get  tne  Chevy"'  Cavalier*  Sedan.  W^itn  an  engine  tnat  can 
go  up  to  100,000  miles  Leiore  its  first  scnedulea  tune-up*  standard  ABS  and  more  room 
than  you'd  tnink,  Cavalier  is  dependable,  sare  and  comrortabie.  Best  or  all,  it's  actually 


affordaLle.  All  making  it  easy 


As  long  as  you  keep  those 
expense  reports  in  line. 


C  a  V  a  I  i 


e  r 


Genuine  Chevrolet 

The  Cars  More  Americcvis  Trust. 


I '.ill   I    8(111  1  ll.i;  !(  )lVr,ilM)iis  I'l  mmI  www.ilu-vroL-l.ioiii    ■M.uiiknjiui'  lu-uls  \,iiy  Willi  use  .mil  iliniiK  voiulilions  Seo  y>nii  .nviK-i's  manual  l>n  Jctailf  4^  1 'H) ,  Ci^l  Ooq'   ImuL-U   up,  Aiiunca 
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Company 

Rank 

Hewitt  Associates 

298 

100  Half  Day  Road 

Lincolnshire,  IL  60069 

847-295-5000 

Hoffman 

154 

PO  Box  1300 

Portland,  OR  97207 

503-221-8811 

Holberg  Industries 

21 

545  Steamboat  Road 

Greenwicii,  CT  06830 

203-661-2500 

Holiday  Cos 

140 

PO  Box  1224 

Minneapolis,  MN  55440 

612-830-8700 

Holman  Enterprises 

120 

7411  Maple  Avenue 

Pennsauken,  NJ  08109 

609-663-5200 

Home  Interiors  &  Gifts 

500 

4550  Spring  Valley  Road 

Dallas,  TX  75244 

972-386-1000 

Honickman  Affiliates 

197 

8275  Route  130 

Pennsauken,  NJ  08110 

609-665-6200 

Horsehead  Industries 

323 

110  East  59th  Street 

New  York,  NY  10022 

212-527-3000 

Houchens  Industries 

477 

PO  Box  90009 

Bowling  Green,  KY  42102 

502-843-3252 

Howmet 

160 

475  Steamboat  Road 

Greenwich,  CT  06830 

203-661-4600 

HT  Hackney 

88 

502  South  Gay  Street 

Knoxvilie.TN  37901 

423-546-1291 

JM  Huber 

125 

333  Thomall  Street 

Edison,  NJ  08818 

732-549-8600 

Huber  Hunt  &  Nichols 

199 

PO  Box  128 

Indianapolis,  IN  46206 

317-241-6301 

Hunt  Consolidated/Hunt  Oil 

331 

1445  Ross  at  Field,  Fountain  Place 

Dallas.  TX  75202 

214-978-8000 

Company 

Rank 

Huntsman 

30 

500  Huntsman  Way 

Salt  Lake  City,  UT  84108 

801-532-5200 

Hy-Vee 

45 

5820  Westown  Parkway 

West  Des  Moines,  lA  50266 

T 

515-267-2800 

lams 

433 

7250  Poe  Avenue 

Dayton,  OH  45414 

937-898-7387 

ICC  Industries 

207 

460  Park  Avenue 

New  York.  NY  10022 

212-521-1700 

Icon  Health  &  Fitness 

246 

1500  South  1000  West 

Logan.  UT  84321 

801-750-5000 

IMG 

179 

One  Erieview  Plaza,  Suite  1300 

Cleveland,  OH  44114 

216-522-1200 

Inductotherm  Industries 

271 

Ten  Indel  Avenue 

Rancocas,  NJ  08073 

609-267-9000 

Industrial  Co 

471 

PO  Box  774848 

Steamboat  Springs,  CO  80477 

970-879-2561 

Ingram  Entertainment 

224 

Two  Ingram  Boulevard 

Lavergne,  TN  37089 

615-287-4000 

Ingram  Industries 

113 

4400  Harding  Road 

Nashville.  TN  37205 

615-298-8200 

Inland  Group 

361 

2901  Butterfield  Road 

Oak  Brook,  IL  60523 

630-218-8000 

Inserra  Supermarkets 

444 

20  Ridge  Road 

Mahwah,  NJ  07430 

201-529-5900 

International  Data  Group 

81 

One  Exeter  Plaza,  15th  Floor 

Boston,  MA  02116 

617-534-1200 

International  Home  Foods 

127 

1633  Littleton  Road 

Parsippany,  NJ  07054 

201-359-9920 

Company 

Rank 

International  Logistics  Limited  (1996) 

101 

330  South  Mannheim  Road 

Hillside,  IL  60162 

708-547-3154 

Irvine 

252 

PO  Box  6370 

Newport  Beach,  CA  92658 

714-720-2000 

Island  Lincoln-Mercury  Group 

302 

1850  East  Merritt  Island  Causeway 

Merritt  Island,  FL  32952 

407-452-9220 

J  Crew 

257 

770  Broadway 

New  York,  NY  10003 

212-886-2500 

Jasper 

135 

PO  Box  12404 

Birmingham,  AL  35202 

205-942-9100 

Jeld-Wen 

119 

3250  Lakeport  Boulevard 

Klamath  Falls,  OR  97601 

541-882-3451 

Jitney  Jungle  Stores  of  America 

59 

PO  Box  3409 

Jackson,  MS  39207 

601-965-8600 

JM  Family  Enterprises 

27 

100  Northwest  12th  Avenue 

Deerfield  Beach,  FL  33442 

954-429-2000 

Jockey  International 

418 

2300  60th  Street 

Kenosha,  Wl  53140 

414-658-8111 

Johnson  Brothers  Wholesale  Liquor 

419 

2285  University  Avenue  West 

St  Paul,  MN  55114 

612-649-5800 

SC  Johnson  &  Son 

35 

1525  Howe  Street 

Racine,  Wl  53403 

414-260-2000 

Fletcher  Jones  Management  Group 

381 

175  East  Reno,  Suite  C-6 

Las  Vegas,  NV  89119 

702-739-9800 

Jones,  Day.  Reavis  &  Pogue 

481 

Northpoint.  901  Lakeside  Avenue 

Cleveland,  OH  44114 

216-586-3939 

Edward  Jones 

208 

12555  Manchester  Road 

St  Louis,  MO  63131 

314-515-2000 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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Profits 


Teamwork  increases  productivity. 


90%  of  American  workers  spend  at 
least  part  of  their  day  in  a  team  situ- 
ation, yet  only  about  half  received 
any  formal  teamwork  training.  * 


Our  training  improves  company  profitability  by 
strengthening  teamwork  to  increase  employee 
productivity. 

We  instill  the  confidence  and  self-esteem  that 
enables  individuals  to  build  trust  in  themselves  for 
enhanced  leadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn 
ideas  into  actions,  productivity  rises  and  achieve- 
ment is  continuous.   Everyone  wins  ...  your 
employees  achieve  their  professional  and  personal 
best,  your  customers  get  better  service  and  your 
company  keeps  growing  stronger. 


30  proven  ways  to  increase  employee  performance. 

Our  practical  skills  development  eliciLs  quantifiable 
results,  like: 

Mutual  respect  to  enhance  teamwork 
Selling  skills  to  build  relationships 
Leadership  skills  to  promote  accountability 
Time  management  to  increase  producti\ity 
Effecuve  communicaUon  for  improved  relations 

Visit  our  Website  at  http://www.dale-carnegie.com 


^ 


I 


Dale  Carnegie  < 
Training 


♦Based  on  national  surveys  conducted  by  Dale  (Carnegie  Training*. 
Copyright©  1997  Dale  Carnegie  &  Associates.  Inc.  All  lights  reserved. 


Recognized  by  tJio  American  Council  on  Education  and  accredited  in  the  I'.S. 
and  Canada  by  the  Accrediting  Council  for  Continuing  Education  &  Training. 
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Company 

Rank 

Jordan  Automotive  Group 

69 

609  East  Jefferson  Boulevard 

Mishawaka,  IN  46545 

219-259-1981 

Jordan  Industries 

352 

1751  Lake  Cook  Road,  Suite  550 

Deerfield,  IL  60015 

847-945-5591 

Earle  M  Jorgensen 

176 

3050  East  Birch  Street 

Brea,  CA  92822 

714-579-8823 

Journal  Communications 

336 

PO  Box  661 

Milwaukee,  Wl  53201 

414-224-2000 

K-VA-T  Food  Stores 

307 

PO  Box  1158 

Abingdon,  VA  24212 

540-628-8173 

Ben  E  Keith 

332 

600  East  Ninth  Street 

Fort  Worth,  TX  76102 

817-332-9171 

Kelley  Automotive  Group 

279 

811  Avenue  of  Autos 

Fort  Wayne,  IN  46804 

219-434-4700 

Keystone  Foods 

78 

401  City  Avenue,  Suite  800 

Bala  Cynwyd,  PA  19004 

610-667-6700 

Peter  Kiewit  Sons' 

44 

1000  Kiewit  Plaza 

Omaha,  NE  68131 

402-342-2052 

KinderCare  Learning  Centers  (1997) 

377 

650  NE  Holladay,  Suite  1400 

Portland,  OR  97232 

503-872-1300 

King  Kullen  Grocery 

290 

1194  Prospect  Avenue 

Westbury,  NY  11590 

516-333-7100 

Kinray 

288 

152-35  Tenth  Avenue 

Whitestone,  NY  11357 

718-767-1234 

Klaussner  Furniture  Group 

294 

PO  Box  220 

Asheboro,  NC  27204 

910-625-6175 

Koch  Industries 

2 

4111  East  37th  Street  North 

Wichita,  KS  67220 

316-828-5500 

Company 

Rank 

Kohler 

444  Highland  Drive 
Kohler,  Wl  53044 
414-457-4441 

75 

Jim  Koons  Management 

2000  Chainbridge  Road 
Vienna,  VA  22182 
703-356-0400 

393 

Perry  H  Koplik  &  Sons 

505  Park  Avenue 
New  York,  NY  10022 
212-752-2288 

421 

KPMG  Peat  Marwick 

345  Park  Avenue 
New  York,  NY  10154 
212-909-5000 

9 

Krasdale  Foods 

65  West  Red  Oak  Lane 
White  Plains,  NY  10604 
914-694-6400 

474 

Kraus-Anderson 

525  South  Eighth  Street 
Minneapolis,  MN  55404 
612-332-7281 

448 

Landmark  Communications 

150  West  Brambleton  Avenue 
Norfolk,  VA  23510 
757-446-2000 

412 

Lane  Industries 

1200  Shermer  Road 
Northbrook,  IL  60062 
847-498-6789 

304 

Lanoga 

PO  Box  97040 
Redmond,  WA  98073 
425-883-4125 

244 

LDI 

54  Monument  Circle,  Suite  800 
Indianapolis,  IN  46204 
317-237-5400 

300 

Lefrak  Organization 

97-77  Queens  Boulevard 
RegoPark,  NY  11371 
718-459-9021 

56 

Lennox  International 

PO  Box  799900 
Dallas,  TX  75379 
972-497-5000 

80 

Leprino  Foods 

1830  West  38th  Avenue 
Denver,  CO  80211 
303-480-2600 

148 

Levi  Strauss  &  Co 

1155  Battery  Street 
San  Francisco,  CA  94111 
415-544-6000 

16 

Company 

Rank 

Lewis  Homes  Management 

405 

PO  Box  670 

Upland,  CA  91785 

909-985-0971 

Lifetouch 

409 

7831  Glenroy  Road 

Bloomington,  MN  55439 

612-826-4000 

Lincoln  Property 

156 

500  North  Akard,  Suite  3300 

Dallas,  TX  75201 

214-740-3300 

Little  Caesar  Enterprises 

338 

2211  Woodward  Avenue 

Detroit,  Ml  48201 

313-983-6000 

Arthur  D  Little 

368 

25  Acorn  Park 

Cambridge,  MA  02140 

617-498-5000 

Phil  Long  Dealerships 

422 

1212  Motor  City  Drive 

Colorado  Springs,  CO  80906 

719-575-7100 

Long  John  Silver's 

366 

PO  Box  11988 

Lexington,  KY  40579 

606-388-6000 

Longaberger 

417 

95  Chestnut  Street 

Dresden,  OH  43821 

614-754-5000 

Lupient  Automotive  Group 

268 

750  Pennsylvania  Avenue 

Golden  Valley,  MN  55426 

612-544-6666 

Lykes  Bros 

189 

PO  Box  1690 

Tampa,  FL  33601 

813-223-3981 

MacAndrews  &  Forbes  Holdings 

20 

35  East  62nd  Street 

New  York,  NY  10021 

212-688-9000 

MacManus  Group 

278 

1675  Broadway 

New  York,  NY  10019 

212-468-4300 

Manufacturers'  Services 

463 

200  Baker  Avenue 

Concord,  MA  01742 

978-287-5630 

Marathon  Cheese 

453 

PO  Box  185 

Marathon,  Wl  54448 

715-443-2211 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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©1997  ERNST&  Young  llp 


www.ey.com 


Remember  When  The  Challenge  Was 
Getting  From  Point  A  To  Point  B? 

Many  multinational  companies  are  now  based  in  the  same 
place:  the  entire  world.  And  a  high  percentage  of  them  are 
Ernst&Young  clients.  Because  in  everything  from  information 
technology  to  tax  consulting,  we  offer  the  advantage  of  a  sin- 
gle point  of  contact  coupled  with  thorough  local  knowledge 
and  implementation  capabilities. 

As  part  of  a  worldwide  organization  that  has  72,000  peo- 
ple in  134  countries,  we  can  make  doing  business  anywhere 
as  easy  as  71. 


There  Isn^tA  Business  We  Can^t Improve^' 


=U  Ernst&Young 
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Company 

Rank 

Marcus  Cable 

499 

2911  Turtle  Creek  Boulevard,  Suite  1300 

Dallas,  TX  75219 

214-521-7898 

Maritz 

142 

1375  North  Highway  Drive 

Fenton,  MO  63099 

314-827-4000 

Marmon  Group 

23 

225  West  Washington  Street 

Chicago,  IL  60606 

312-372-9500 

Mars 

6 

6885  Elm  Street 

McLean.  VA  22101 

703-821-4900 

Mary  Kay  Cosmetics 

190 

16251  North  Dallas  Parkway 

Dallas.  TX  75248 

972-687-6300 

Mason  &  Hanger 

476 

2355  Harrodsburg  Road 

Lexington,  KY  40504 

606-223-2277 

Don  Massey  Cadillac 

243 

40475  Ann  Arbor  Road 

Plymouth,  Ml  48170 

313-453-7500 

MBM 

89 

PO  Box  800 

Rocky  Mount,  NC  27802 

919-985-7200 

McCarthy 

168 

1341  North  Rock  Hill  Road 

St  Louis.  MO  63124 

314-968-3300 

McCombs  Automotive 

137 

9000  Tesoro  Drive,  Suite  122 

San  Antonio,  TX  78217 

210-821-6523 

McCrory 

488 

1700  Broadway,  Suite  1443 

New  York,  NY  10019 

212-621-4525 

McJunkin 

313 

PO  Box  513 

Charleston,  WV  25322 

304-348-5211 

McKee  Foods 

247 

PO  Box  750 

Collegedale,  TN  37315 

423-238-7111 

McKinsey  &  Co 

76 

55  East  52nd  Street 

New  York,  NY  10022 

212-446-7000 

Company 

Rank 

McWane 

PO  Box  43327 
Birmingham,  AL  35243 
205-991-9888 

382 

MediaNews  Group 

1560  Broadway,  Suite  1450 
Denver,  CO  80202 
303-837-0886 

339 

r 

Medline  Industries 

One  Medline  Place 
Mundelem,  IL  60060 
847-949-5500 

355 

Meijer 

2929  Walker.  NW 
Grand  Rapids,  Ml  49544 
616-453-6711 

15 

Menard 

4777  Menard  Drive 
Eau  Claire.  Wl  54703 
715-876-5911 

41 

Menasha 

PO  Box  367 
Neenah.WI  54957 
920-751-1000 

220 

Merit  Behavioral  Care  (1993) 
One  Maynard  Drive 
Park  Ridge,  NJ  07656 
201-391-8700 

385 

Metromedia 

One  Meadowlands  Plaza 
East  Rutherford,  NJ  07073 
201-531-8000 

112 

Micro  Electronics 

PO  Box  182323 
Columbus,  OH  43218 
614-850-3000 

162 

Mid-Atlantic  Cars 

10287  Lee  Highway 
Fairfax,  VA  22030 
703-352-5555 

65 

Larry  H  Miller  Group 

5650  South  State  Street 
Murray,  UT  84107 
801-264-3100 

226 

Milliken  &  Co 

PO  Box  1926 
Spartanburg,  SC  29304 
864-503-2020 

42 

Minyard  Food  Stores 

PO  Box  518 
Coppell.TX  75019 
972-393-8700 

209 

Montgomery  Ward  &  Co 

One  Montgomery  Ward  Place 
Chicago,  IL  60671 
312-467-2000 

17 

Company 

Rank 

Montgomery  Watson 

493 

300  North  Lake  Avenue,  Suite  1200 

Pasadena.  CA  91101 

818-796-9141 

Benjamin  Moore  &  Co 

333 

51  Chestnut  Ridge  Road 

Montvale.  NJ  07645 

201-573-9600 

Moorman  Manufacturing 

158 

1000  North  30th  Street 

Quincy,  IL  62301 

217-222-7100 

Morris  Communications 

469 

PO  Box  936 

Augusta,  GA  30903 

706-724-0851 

Ed  Morse  Automotive  Group 

72 

6363  NW  Sixth  Way.  Suite  400 

Fort  Lauderdale.  FL  33309 

954-351-0055 

MA  Mortenson 

265 

PO  Box  710 

Minneapolis.  MN  55440 

612-522-2100 

Moyer  Packing 

372 

PO  Box  395 

Souderton,  PA  18964 

215-723-5555 

MTD  Products 

324 

PO  Box  368022 

Cleveland.  OH  44136 

330-225-2600 

MIS 

196 

2500  Del  Monte  Street 

West  Sacramento,  CA  95691 

915-373-2500 

Murphy  Family  Farms 

272 

PO  Box  759 

Rose  Hill,  NC  28458 

910-289-2111 

National  Distributing 

193 

One  National  Drive  SW 

Atlanta,  GA  30336 

404-696-9440 

National  Wine  &  Spirits 

445 

PO  Box  1602 

Indianapolis,  IN  46206 

317-535-5092 

Neuman  Distributors 

87 

175  Railroad  Avenue 

Ridgefield,  NJ  07557 

201-941-2000 

Newark  Croup 

309 

20  Jackson  Drive 

Cranford,  NJ  07016 

908-276-4000 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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When  We  Looked  At  The  Future  Of  Transportation; 


Knew  Exactly  Which  Way  To  Go 


►  Markets  and  supply  chains  are 
global.  Distribution  centers  are  closer 
to  the  point  of  sale.  Time-to-market 
is  a  critical  competitive  strategy.  And 
technology  that  delivers  information 
about  freight  is  as  important  as  the 
freight  itself.  These  are  a  few  of  the 
forces  driving  transportation  on  the  eve 
of  a  new  century.  They  also  provide 
our  direction  at  CNF  Transportation. 
We're  a  group  of  market-leading  busi- 


nesses that  deliver  solutions  in  a  "need- 


it-now"   world.   Global   and  domestic 


logistics,    air   freight,    ocean   services, 


customs  brokerage,  less-than-truckload  and  full  truckload  delivery,  nationally  and  regionally.  Collectively, 
we're  a  $4  billion  company  operating  worldwide,  with  22,000  people,  25,000  pieces  of  equipment,  100  jet 
freighters  and  the  industry's  most  advanced  information  systems.  But  the  real  strength  we  bring  to  customers 
is  a  healthy  exchange  of  ideas  -  starting  with  a  clear  idea  of  where  transportation  is  going. 


cnF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery    Worldwide     «     Con-Way    Transportation    Services     ♦     Menlo    Logistics      http://www.cnf.com 
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Company 

Rank 

Nibco 

472 

1516  Middlebury  Street 

Elkhart,  IN  46515 

219-295-3000 

Nobody  Beats  the  Wiz 

136 

1300  Federal  Boulevard 

Carteret,  NJ  07008 

908-602-1900 

North  Pacific  Lumber 

175 

PO  Box  3915 

Portland,  OR  97208 

503-231-1166 

NW  Transport  Service 

487 

717  17th  Street,  Suite  500 

Denver,  CO  80202 

303-312-8000 

O'Neal  Steel 

321 

744  North  41st  Street 

Birmingham,  AL  35222 

205-599-8000 

Olan  Mills 

356 

4325  Amnicola  Highway 

Chattanooga,  TN  37422 

423-622-5141 

OmniSource 

380 

1610  North  Calhoun  Street 

Fort  Wayne,  IN  46808 

219-422-5541 

Opus  US 

473 

9900  Bren  Road  East 

Hopkins,  MN  55343 

612-936-4444 

Ormet 

248 

1233  Main  Street,  Suite  4000 

Wheeling,  WV  26003 

304-234-3900 

Ourisman  Automotive  Enterprises 

384 

4400  Branch  Avenue 

Marlow  Heights,  IVID  20748 

301-423-4028 

Oxbow 

482 

1601  Forum  Place 

West  Palm  Beach.  FL  33401 

561-697-4300 

Pacific  Coast  Building  Products 

441 

PO  Box  160488 

Sacramento,  CA  95816 

916-444-9304 

Pacific  Holding 

423 

10900  Wilshire  Boulevard,  16th  Floor 

Los  Angeles,  CA  90024 

310-208-6055 

Pacifico  Organization 

429 

6701  Essington  Avenue 

Philadelphia,  PA  19153 

215-492-1700 

Company 

Rank 

Packard  Bell  NEC 

12 

One  Packard  Bell  Way 

Sacramento,  CA  95828  .    , 

916-388-0101 

Packerland  Packing  (1994) 

150 

PO  Box  23000 

Green  Bay,  Wl  54305 

i_ 

920-468-4000 

RB  Pamplin 

258 

900  SW  Fifth  Avenue,  Suite  1800 

Portland,  OR  97204 

503-248-1133 

Pantry 

201 

PO  Box  1410 

Sanford.NC  27331 

919-774-6700 

Parkdale  Mills 

394 

1630  West  Garrison  Boulevard 

Gastonia.NC  28052 

704-864-8761 

Parsons  &  Whittemore 

269 

Four  International  Drive 

Rye  Brook,  NY  10573 

914-937-9009 

Parsons  Brinckerhoff 

344 

OnePenn  Plaza,  2nd  Floor 

New  York,  NY  10119 

212-465-5000 

Parsons  Corp 

106 

100  West  Walnut  Street 

Pasadena,  CA  91124 

626-440-2000 

Pathmark  Stores 

37 

301  Blair  Road 

Woodbridge,  NJ  07095 

908-499-3000 

PC  Richard  &  Son 

426 

150  Price  Parkway 

Farmingdale,  NY  11735 

516-843-4300 

Peerless  Importers 

363 

16  Bridgewater  Street 

Brooklyn,  NY  11222 

718-383-5500 

Pella 

464 

102  Main  Street 

Pella,  lA  50219 

515-628-1000 

Penske  Truck  Leasing 

90 

Rt  10  Green  Hills 

Reading,  PA  19603 

610-775-6000 

Pepper  Cos 

443 

643  North  Orleans  Street 

Chicago,  IL  60610 

312-266-4703 

Company 

Rank 

Perdue  Farms 

66 

PO  Box  1537 

Salisbury,  MD  21802 

410-543-3000 

Peregrine  (1996) 

171 

25200  Telegraph  Road 

Southfield,  Ml  48086 

248-354-2100 

Perot  Systems 

358 

12377  Merit  Drive,  Suite  1100 

Dallas,  TX  75251 

972-383-5600 

Pilot 

99 

PO  Box  10146 

Knoxville,TN  37939 

423-588-7488 

Pitman 

467 

721  Union  Boulevard 

Totowa,  NJ  07512 

201-812-0400 

PMC  Global 

234 

PO  Box  1367 

Sun  Valley,  CA  91353 

818-896-1101 

PNY  Technologies 

434 

299  Webro  Road 

Parsippany,  NJ  07054 

201-438-6300 

Potamkin  Cos 

145 

4675  SW  74th  Street 

Miami,  FL  33143 

305-665-9600 

Price  Waterhouse 

25 

1177  Avenue  of  the  Americas 

New  York,  NY  10036 

212-596-7000 

PrimeSource 

449 

1800  John  Connally  Drive 

Carrollton,  TX  75006 

972-417-3776 

Printpack 

266 

4335  Wendell  Drive  SW 

Atlanta,  GA  30336 

404-691-5830 

Progressive  Tool  &  Industries 

367 

21000  Telegraph  Road 

Southfield,  Ml  48034 

248-353-8888 

Prospect  Motors 

195 

PO  Box  1360 

Jackson,  CA  95642 

209-223-1740 

Publix  Super  Markets 

8 

PO  Box  407 

Lakeland,  FL  33802 

941-688-1188 

i 


The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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Imagine    the    perfect    space... 


More 

personal  space 

to  more  places 

worldwide 

than  any 

other  airline. 


Shtn  Takamatsu 

Architect 
Kyoto,  Japan 


United  States 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  around  it. 

Which  is  why  I  appreciate  the 
space  in  World  Business  Class^" 

On  Northwest  Airlines,  space 
has  a  very  simple  and  direct 
relationship  to  the  liunian  body. 
^^^,^*^(o    It  feels  like  it's  spreading 


out... Stretching  out 


toward  the  sky. 

Normally  I  can't  sleep  on 
airplanes,  but  in  World  Business 
Class  I  sleep  very  well. 

Architects  earn  a  living  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 


4^ 


BRIDGING      ©1997  Northwest  Airlines,  Inc. 

">'  P  A  C  I  F  I  C      Northwest  recycles  enough  paper  products  in  one  year  to  save  over  16.000  trees.  O 


NORTHWEST 


K  L  I  N  e  S 


■•800*447*4747     www.nwa.com 


MiliHilJy:Uiii\H>;iTTmm 


Company 

Rank 

Purina  Mills  (1993) 

147 

PO  Box  66812 

St  Louis,  MO  63166 

314-768-4100 

Purity  Wholesale  Grocers 

191 

6413  Congress  Avenue,  Suite  250 

Boca  Raton,  FL  33487 

561-994-9360 

Quad/Graphics 

173 

Duplainville  Road 

Pewaukee.WI  53072 

414-246-9200 

Quality  King  Distributors 

151 

2060  Ninth  Avenue 

Ronkonkoma,  NY  11779 

516-737-5555 

Queen  Carpet 

260 

PO  Box  1527 

Dalton,  GA  30722 

706-277-1900 

QuikTrip 

92 

PO  Box  3475 

Tulsa,  OK  74101 

918-836-8551 

Quill 

413 

100  Schelter  Road 

Lincolnshire,  IL  60069 

800-789-1331 

RaceTrac  Petroleum 

128 

PO  Box  105035 

Atlanta,  GA  30348 

770-431-7600 

Raley's 

77 

500  West  Capitol  Avenue 

West  Sacramento,  CA  95605 

916-373-3333 

Ralphs  Grocery 

2fi 

1100  West  Artesia  Boulevard 

Compton,  CA  90220 

310-884-9000 

Randalls  Food  Markets 

50 

3663  Briarpark 

Houston,  TX  77042 

713-268-3500 

Red  Apple  Group 

67 

823  Eleventh  Avenue 

New  York,  NY  10019 

212-580-6805 

Reltec  (is; 

310 

5875  Lander     ok  Drive,  Suite  250 

Cleveland,  OH  44124 

216-460-3600 

Renco  Group 

51 

30  Rockefeller  Plaza 

New  York,  NY  10112 

212-541-6000 

Company 

Rank 

Ricart  Automotive 

PO  Box  27130 

Columbus.  OH  43227    -    • 

614-836-6265 

348 

Rich  Products 

1150  Niagara  Street 
Buffalo,  NY  14213 
716-878-8000 

152 

Ris  Paper 

7300  Turfway  Road,  Suite  540 
Florence,  KY  41042 
606-746-8700 

435 

Riverwood  International  (1996) 
3350  Cumberland  Circle,  Suite  1400 
Atlanta,  GA  30339 
770-644-3000 

143 

Rocco 

PO  Box  549 

Harrisonburg,  VA  22801 
540-568-1400 

395 

Bob  Rohrman  Auto  Group 

701  Sagamore  Parkway  South 
Lafayette,  IN  47905 
765-448-1000 

483 

Roll  International 

11444  West  Olympic  Boulevard,  10th  Floor 
Los  Angeles,  CA  90064 
310-442-5700 

261 

Rooney  Brothers 

111  West  Fifth  Street,  Suite  1000 
Tulsa,  OK  74103 
918-583-6900 

345 

Roseburg  Forest  Products 

PO  Box  1088 
Roseburg,  OR  97470 
541-679-3311 

277 

Rosen's  Diversified 

1120  Lake  Avenue 
Fairmont,  MN  56031 
507-238-4201 

396 

Rosenthal  Automotive  Organization 

1100  South  Glebe  Road 
Arlington,  VA  22204 
703-553-4300 

238 

Rudolph  &  Sletten 

989  East  Hillsdale  Boulevard 
Foster  City,  CA  94404 
650-572-1919 

410 

Russell  Stover  Candies 

1000  Walnut  Street 
Kansas  City,  MO  64106 
816-842-9240 

494 

Safelite  Glass 

PO  Box  2000 
Columbus,  OH  43216 
614-842-3000 

495 

Company 

Rank 

Sammons  Enterprises 

107 

300  Crescent  Court,  Suite  700 

Dallas,  TX  75201 

214-855-2800 

Santa  Monica  Ford 

397 

1230  Santa  Monica  Boulevard 

Santa  Monica,  CA  90404 

310-451-1588 

SAS  Institute 

320 

SAS  Campus  Drive 

Gary,  NC  27513 

919-677-8000 

Sauder  Woodworking 

436 

502  Middle  Street 

Archbold,  OH  43502 

419-446-2711 

Save  Mart  Supermarkets 

153 

PO  Box  4278 

Modesto,  CA  95352 

209-577-1600 

Schein  Pharmaceutical 

457 

100  Campus  Drive 

Florham  Park,  NJ  07932 

201-593-5500 

Schneider  National 

70 

PO  Box  2545 

Green  Bay,  Wl  54306 

920-592-5100 

Schnuck  Markets 

95 

11420  Lackland  Road 

St  Louis,  MO  63146 

314-994-9900 

Schottenstein  Stores 

111 

1800  Moler  Road 

Columbus,  OH  43207 

614-221-9200 

Schreiber  Foods 

163 

PO  Box  19010 

Green  Bay,  Wl  54301 

920-437-7601 

Les  Schwab  Tire  Centers 

380 

PO  Box  667 

Prineville,  OR  97754 

541-447-4136 

Schwan's  Sales  Enterprises 

48 

115  West  College  Drive 

Marshall.  MN  56258 

507-532-3274 

Science  Applications  International 

55 

10260  Campus  Point  Drive 

San  Diego,  CA  92121 

619-546-6000 

Scoular 

86 

2027  Dodge  Street 

Omaha,  NE  68102 

402-342-3500 

The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  1992,  we  show  the  year  of  the  transaction. 
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JVC's  GR-DVX. 

The  Only  Camcorder  With 
Built-in  Flash  For  Capturing  Stills  In  Low  Light. 


JVC 


H//)ef//ef  KOuVe  to/:;/ig  snapshots  inside  a  shadowy  Tibetan  monastery,  or  a 
family  video  on  the  sunny,  pinl(  beaches  of  Bermuda,  the  DVX  from  NC  is 
truly  a  revelation.  Light  and  compact,  the  D]/X  is  the  only  camcorder  of  its  kind 
that  offers  a  built-in  strobe  light,  which  allows  you  to  take  stills  _ 

even  in  the  darkest  lighting  conditions.  It  also  features  a  unique, 
flip-out  polycrystalline  silicon  monitoi  for  viewing  all  the  action 


w 


IB^MIwP—  even  in  direct  sunlight.  Now,  day  or  nighf-tlie  DVX  is  the 
only  camera  you  need  to  carry  Add  in  ahjil  range  of  sophisticated  special  effects 
and  editing  functions,  superior  digital  picture  and  sound  quality,  and  advariced 

multimedia  capabilities,  and  it's  easy  to  see  wliy  die  D^Xj^jSk 
^       spiritually  uplifting.  For  more  information,  check  it  out  w  ^/ 
Web:  www.jvc.com 


When  Fciformancc  Mattcis. 


MiiiitiiJjnm(t>Ti]:,iJii:iiF 


Company 

Rank 

Sealy 

305 

1228  Euclid  Avenue 

Cleveland,  OH  44115 

216-522-1310 

Services  Group  of  America 

126 

4025  Delhdge  Way  SW.  Suite  500 

Seattle.  WA  98106 

206-933-5225 

Shamrock  Foods 

229 

2228  North  Black  Canyon  Highway 

Phoenix,  A2  85009 

602-272-6721 

Sheetz 

232 

5700  Sixth  Avenue 

Altoona,  PA  16602 

814-946-3611 

Sherwood  Food  Distributors 

280 

18615  Sherwood  Avenue 

Detroit,  Mi  48234 

313-366-3100 

Shorenstein 

350 

555  California  Street,  Suite  4900 

San  Francisco.  CA  94104 

415-772-7000 

Sierra  Pacific  Industries 

192 

PO  Box  496028 

Redding.  CA  96049 

530-378-8000 

Simplex  Time  Recorder 

362 

One  Simplex  Plaza 

Gardner,  MA  01441 

508-632-2500 

JR  Simplot 

49 

PO  Box  27 

Boise,  ID  83707 

208-336-2110 

Simpson  investment 

110 

1201  Third  Avenue,  Suite  4900 

Seattle,  WA  98101 

206-224-5000 

Sinclair  Oil 

100 

PO  Box  30825 

Salt  Lake  City,  UT  84130 

801-524-2700 

Six  Flags  Theme  Parks 

314 

400  Interpace  Parkway,  Building  0 

Parsippany,  NJ  07054 

973-402-8100 

Skadden,  Arps,  Slate,  Meagher  &  Flom 

297 

919  Third  Avenue 

New  York,  NY  10022 

212-735-3000 

Southern  Foods  Group 

383 

PO  Box  279000 

Dallas.  TX  75227 

214-824-8153 

Company 

Rank 

Southern  Wine  &  Spirits 

1600  NW  163rd  Street 
Miami,  FL  33169 
305-525-4171 

68 

Southwire 

PO  Box  1000 
Carrollton.  GA  30119 
770-832-4242 

96 

AG  Spanos  Construction 

1341  West  Robinhood  Drive 
Stockton,  CA  95207 
209-478-7954 

210 

Specialty  Foods  (1993) 
25  Tri-State  IntI  Office  Center 
Lincolnshire,  IL  60069 
847-267-1001 

98 

Stater  Bros  Markets 

21700  Barton  Road 
Colton,  CA  92324 
909-783-5000 

93 

Steelcase 

PO  Box  1967 

Grand  Rapids,  Ml  49501 

616-247-2710 

46 

Steiner 

505  East  South  Temple 
Salt  Lake  City,  UT  84102 
801-328-8831 

365 

Stevedoring  Services  of  America 

1131  SWKIickitote  Way 
Seattle,  WA  98134 
206-623-0304 

263 

Stroh  Brewery 

100  River  Place 
Detroit,  Ml  48207 
313-446-2000 

121 

Sunbelt  Beverage 

2330  West  Joppa  Road 
Lutherville.  MD  21093 
410-832-7740 

295 

Sundt 

4101  East  Irvington  Road 
Tucson.  AZ  85714 
520-748-7555 

496 

Sutherland  Lumber 

4000  Mam  Street 
Kansas  City.  MO  64111 
816-756-3000 

202 

Sverdrup 

13723  Riverport  Drive 
Maryland  Heights,  MO  63043 
314-436-7600 

282 

Swagelok 

29500  Solon  Road 
Solon,  OH  44139 
215-248-4600 

164 

Company 

Rank 

Sweetheart  Holdings 

254 

10100  Reisterstown  Road 

Owings  Mills,  MD  21117 

410-363-1111 

Swinerton 

431 

580  California  Street 

San  Francisco,  CA  94104 

415-421-2980 

Swope  Automotive  Group 

470 

10  Swope  Auto  Center 

Louisville.  KY  40299 

502-499-5000 

TAC  Worldwide  Cos 

327 

109  Oak  Street 

Newton.  MA  02164 

617-959-5100 

Tang  Industries 

165 

3773  Howard  Hughes  Parkway 

Las  Vegas.  NV  89109 

702-734-3700 

Tasha 

369 

43285  Auto  Mall  Circle 

Fremont.  CA  94538 

510-252-5050 

Taylor 

242 

1725  Roe  Crest  Drive 

North  Mankato.  MN  56003 

507-625-2828 

Texas  Petrochemicals 

446 

Three  Riverway.  Suite  1500 

Houston,  TX  77056 

713-627-7474 

Chariie  Thomas  Dealerships 

223 

PO  Box  34566 

Houston.  TX  77234 

713-948-5700 

Tlshman  Realty  &  Construction 

325 

666  Fifth  Avenue 

New  York.  NY  10103 

212-399-3600 

TLC  Beatrice  International  Holdings 

62 

Nine  West  57th  Street.  39th  Floor 

New  York.  NY  10019 

212-756-8900 

Topa  Equities 

326 

1800  Avenue  of  the  Stars.  Suite  1400 

Los  Angeles.  CA  90067 

310-203-9199 

Toresco  Enterprises 

484 

170  Route  22  East 

Springfield,  NJ  07081 

201-467-2900 

Towers  Perrin 

182 

335  Madison  Avenue 

New  York,  NY  10017 

212-309-3400 

The  main  table  starts  on  page  186.  For  those  firms  taken  pnvate  since  1992.  we  show  the  year  of  the  transaction. 
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Nortel  =^  Networks 
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We  all  know  how  hard  it  is  to  conn7 
to  the  Internet  these  days.  But  Nortel 
has  a  way  for  people  to  connect 
faster  and  more  reliably  than  ever 
before.  It's  called  Internet  ThruwayT 
and  it's  a  revolutionary  solution  to 
today's   increasingly  jammed    Inter- 
net  connections.    With    it,    phone 
companies  are  able  to  alleviate  the 
congestion    normally    caused    by 
Internet  traffic.  And  that  means  you 
can   get  connected,   without  getting 
annoyed.  Nortel.  Communications  net- 
works for  the  world.  1-800-4  NORTEL 
www.  nortel.  com/networks. 


Ne^RTEL 

NORTHERN  TELECOM 
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Company 

Rank 

Townsend's 

401 

919  North  Market  Street,  Suite  420 

Wilmington,  DE  19801 

302-777-6668 

Tracinda 

131 

4835  Koval  Lane 

Las  Vegas,  NV  89109 

702-737-8060 

Transammonia 

54 

350  Park  Avenue 

New  York,  NY  10022 

212-223-3200 

Transnational  Motors 

485 

PO  Box  2008 

Grand  Rapids,  Ml  49501 

616-949-7570 

Transtar  Holdings 

427 

PO  Box  68, 135  Jamison  Lane 

Monroeville,  PA  15146 

412-829-3462 

Trek 

400 

801  West  Madison  Street 

Waterloo,  Wl  53594 

920-478-2191 

TRT  Holdings 

437 

420  Decker  Drive,  Suite  100 

Irving,  TX  75062 

972-730-6664 

nc  Illinois 

341 

50  Meadowview  Center 

Kankakee,  IL  60901 

815-935-8100 

Tube  City 

415 

12  Monongahela  Avenue 

Glassport.PA  15045 

412-678-6141 

Turner  Industries 

388 

8687  United  Plaza  Boulevard 

Baton  Rouge,  LA  70809 

504-922-5050 

Tutor-Saliba 

424 

15901  Olden  Street 

Sylmar,  CA  91342 

818-362-8391 

Tuttle-Ctick  Automotive  Group 

347 

14  Auto  Center  Drive 

Irvine,  CA  92618 

714-830-7122 

UIS 

218 

15  Exchange  Place 

Jersey  City,  NJ  07302 

201-946-2600 

Ukrop's  Super  Markets 

438 

600  Southiake  Boulevard 

Richmond,  VA  23236 

804-794-2401 

Company 

Rank 

Unicco  Service  Company 

Four  Copely  Place 
Boston,  MA  07116 
617-859-9100                '    ' 

403 

UniGroup 

One  United  Drive 
Fenton,  MO  63026 
314-326-3100 

102 

t. 

United  Co 

PO  Box  1280 
Bristol,  VA  24203 
540-466-3322 

489 

United  Parcel  Service 

55  Glenlake  Parkway  NE 
Atlanta,  GA  30328 
404-828-6000 

3 

United  Supermarkets 

PO  Box  6840 
Lubbock,  TX  79493 
806-791-0220 

454 

VT 

8500  Shawnee  Mission  Pky,  Suite  200 
Merriam,  KS  66202 
913-432-6400 

73 

Walbridge,  Aldinger 

613  Abbott  Street 
Detroit,  Ml  48226 
313-963-8000 

315 

Walsh  Group 

929  West  Adams  Street 
Chicago,  IL  60607 
312-563-5400 

286 

Waremart 

PO  Box  5756 
Boise,  ID  83705 
208-377-0110 

281 

Warren  Equities 

375  Park  Avenue,  Suite  2502 
New  York,  NY  10152 
212-751-8100 

225 

Washington  Cos 

PO  Box  8182 
Missoula,  MT  59807 
406-523-1300 

357 

Watkins  Associated  Industries 

PO  Box  1738 
Atlanta,  GA  30301 
404-872-3841 

335 

Watson  Wyatt  Worldwide 

6707  Democracy  Boulevard,  Suite  800 
Bethesda,  MD  20817 
301-581-4600 

316 

Company 

Rank 

Wawa 

206 

260  Baltimore  Pike 

Wawa,  PA  19063 

610-358-8000 

Webb  Automotive  Group 

442 

18700  Studebaker  Road 

Cerritos,  CA  90703 

562-860-6561 

Wegmans  Food  Markets 

61 

PO  Box  844 

Rochester,  NY  14692 

716-328-2550 

Wesco  Distribution  (1994) 

57 

Four  Station  Square 

Pittsburgh,  PA  15219 

412-454-2200 

Westfield  Cos 

228 

One  Park  Circle,  PO  Box  5001 

Westfield  Center,  OH  44251 

330-887-0101 

Whiting-Turner  Contracting 

213 

300  East  Joppa  Road 

Towson,  MD  21286 

410-821-1100 

Wilbur-Ellis 

227 

320  California  Street,  2nd  Floor 

San  Francisco,  CA  94104 

415-772-4000 

Williamson-Dickie  Manufacturing 

439 

PO  Box  1779 

Fort  Worth,  TX  76101 

817-336-7201 

Wirtz 

296 

680  North  Lakeshore  Drive 

Chicago,  IL  60611 

312-943-7000 

World  Carpets 

440 

One  World  Plaza 

Dalton,  GA  30721 

706-278-8000 

WWF  Paper 

270 

Two  Bala  Plaza 

Bala  Cynwyd,  PA  19004 

610-667-9210 

Young  &  Rubicam 

124 

285  Madison  Avenue 

New  York,  NY  10017 

212-210-3000 

Young's  Market 

205 

2164  North  Batavia  Street 

Orange,  CA  92865 

714-283-4933 

HB  Zachry 

273 

PO  Box  240130 

San  Antonio,  TX  78224 

210-475-8000 

I 


The  main  table  starts  on  page  186.  For  those  firms  taken  private  since  19S2,  we  show  the  year  of  the  transaction. 
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When    do    successful    people    take    a    call    from    an    insurance 


agent?  When  it's  a  Northwestern  Mutual  Life  insurance  agent. 


That's    because    they    know    Northwestern    Mutual    Life    has 


Why  You  Should  Be"In  The  Office'For  One  Particular  Phone  Call 


nil  ^ 


■■:» 


always  received  the  highest  ratings  for  financial  strength  and 


security  from  Standard  &.  Poor's,  Moody's,  A.M.  Best  and  Duff 


&   Phelps.  They  know  Northwestern   Mutual   Life  was  named 


"Most  Admired"  life  insurance  company  and  first  in  financial 


soundness,    both    according    to    FORTUNE      magazine's    survey. 


All  things  considered,  you  might  want  to  show  this  ad  to  the 


person    who    screens    your    calls.    Northwestern    Mutual    Life. 


Have  you  heard  from  The 


Ouiei; 


Company! 


rthwes.tem 


Nprthwesfc 
Mutual  Liiie 


H«&«MO    VVtl 


©  1997  Tl\f  Nucth»c«cni  Mimisl  Lilc  InMir^im- 1  .nii(Mni,  Milwaukee.  WiHOIUin 


NORTHWESTERN  MUTUAL  IIFE  IS  AN  ADVERTISING  SPONSOR 
OF  THE  CBS  BROADCAST  OF  THE  1 998  WINTER  OLYMPICS 


www.NorthwestemMutual.com/bii.'^'noss 
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"There  is  a  desire  in  the  Administration  to  say  that  things  in  Russia  are  getting 
better.  The  White  House  says  the  Kremlin  is  telling  them  there's  no  problem." 

Russian  nukes  for  sale 


A  chat  with  Andrew  Cockburn  by  Paul  Klebnikov 


From  1949  to  the  fall  of  its 
empire,  the  Soviet  Union  produced 
some  55,000  nuclear  bombs — 
enough  to  annihilate  all  the  major 
populated  areas  of  the  globe.  About 
half  of  those  weapons  have  been  dis- 
manded,  but  their  plutonium  (as  well 
as  most  of  their  highly  enriched  ura- 
nium) "pits"  still  remain,  stacked  in 
ill-guarded  warehouses  all  over 
Russia — tempting  targets  for  any  dic- 
tator or  terrorist. 

In  their  recently  published  One 
Point  Safe  (Anchor  Books,  $23.95) 
Andrew  Cockburn  and  his  wife, 
Leslie,  summarize  their  two-year  in- 


vestigation of  the  Soviet  nuclear 
stockpile.  Andrew,  50,  is  an  author 
and  freelance  writer  whose  work  has 
appeared  in  the  New  Torker  and  the 
Washington  Post.  LesUe,  45,  is  a  pro- 
ducer for  60  Minutes  and  a  professor 
of  journalism  at  Princeton  Universit)^ 
The  book  makes  scary  reading. 
FoBJBES  spoke  to  Andrew  Cockburn 
in  October  at  his  home  in  Washing- 
ton, D.C. 

Forbes:  How  long  has  the  Russ- 
ian nuclear  arsenal  been  vuisafe? 
Cockburn:  There  was  nuclear  securi- 
ty in  the  Soviet  Union  because  it  was 


a  police  state — total  control  of  the 
population,  total  control  of  the  bor- 
ders, total  control  of  internal  travel. 

That  nuclear  security  system  hasn't 
adapted  to  what  happens  when  you 
have  freedom,  coupled  with  an  eco- 
nomic collapse  of  the  state.  It  also 
hasn't  adapted  to  what  happens  when 
the  people  inside  the  nuclear  sites 
have  lost  their  elite  status  and  have 
become  desperately  poor.  For 
instance,  Arzamas  16  (the  Soviet  ver- 
sion of  Los  Alamos)  paid  its  people 
4M  times  the  average  national  salary 
level  in  1991 .  Last  year  they  got  one- 
third  of  the  official  subsistence  wage. 
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With  Global  Priority 
Mail'^'  from  your  U.S. 
Postal  Service,  you  get 
fast,  reliable  service  to 


over  30  countries  at  a  small  fraction  of  the 
price  other  companies  charge  for  overnight 
delivery.  Think  of  it  as  maximum  impact  for  a 
minimum  investment.  For  more  information, 
visit  us  at  http://www.uspsglobal.com  or  call 

us  at:  1-800-THE-USPS  X2062. 


/ 


I 


♦ 


I  UNITED  STATES 
POSTAL  SERVICE 


deliver. 


Russia  has  become  totally  crimi- 
nalized. The  resources  are  being  sys- 
tematically looted.  You  have  a  group 
of  fiefdoms,  each  with  its  own  army, 
involving  both  professional  criminals 
and  government  officials.  Yeltsin  is 
not  in  control. 

Igor  Rodionov,  former  minister  of 
defense,  told  us  this  August  that  the 
main  question  in  the  military  is: 
What  is  your  price. ^ 


switched  on  his  che^et  [his  nuclear     Saddam  Hussein  is  getting  uppity 


command  suitcase]  and  conferred 
with  his  ministers. 

They  came  widiin  seven  minutes  of 
launch  before  missile  command 
understood  they  were  not  under 
attack. 

How  much  nuclear  stuff  is  leak- 
ing out  of  the  former  Soviet 
Union? 
Back  in  1993-94  it  was  mostly  ama- 


The  general  who  was  in  charge  of     teurs  with  tiny  amounts  doing  it  in  a 


dismantling  the  chemical 
weapons  system  in  Russia 
was  caught  selling  the 
technology  for  binary 
nerve  gas  to  Syria.  And  he 
got  off  because  he  had  the 
right  connections. 

The  custodians  of  the 
Russian  nuclear  weapons 
arsenal  are  the  12th  gumo 
[an  elite  unit  attached  to 
the  general  staff].  We 
asked  a  lieutenant  colonel 
of  the  12  th  GUMO  how 
much  he  was  paid.  In 
theory  an  officer  like  that 
gets  less  than  $200  a 
month,  with  months  of 
delay.  We  asked:  Do  you 
get  a  bonus  for  your  awe- 
some responsibilities.^  And 
he  said:  Oh,  yes  indeed — 4 
pounds  of  sausage  a 
month. 


very  ham-fisted  way — 
putting  uranium  in  a  suitcase 
and  taking  a  train  to  Prague, 
that  sort  of  thing.  So  natu 


agam.  Could  Iraq  build  a  bomb? 

The  Iraqi  program  was  smashed  as  a 
result  of  the  Gulf  war.  But  the  Iraqi 
security  services,  led  by  Saddam  Hus- 
sein's son  Qusai,  have  set  up  a  pipe- 
line into  Russia  to  buy  nuclear  mate- 
rials and  components  for  weapons 
systems.  The  U.N.  team  cracked  this 
by  accident.  They  found  a  shipment 
of  120  guidance  systems  from  Russ- 
ian submarine-launched  ballistic  mis- 
siles. They  turned  up  in  lordan,  air- 
freighted direct  fi-om  Moscow. 
The  Iraqis  were  using  a  Moscow 


company;  they  were  able  to  go  to  a 

rally  they  got  caught.  Now,  nuclear  dismantling  plant  outside  of 

no  self-respecting  nuclear  Sergiyev     Posad     [just     north     of 

smuggler   would   ever   go  Moscow]  and  get  what  they  needed, 

through  Germany  or  any  of  If  Saddam  Hussein  actually  gets  a 

the  surrounding  countries,  weapon  of  any  size,  it  would  change 

Most   of  the    intelligence  the  balance  of  power  with  Iran,  not 


'The  Soviet 
Union  had 
nuclear 
security 
because  it 
was  a  police 
state." 


people  think  that  anyone 
smart  would  go  the  south- 
ern route — through  Azer- 
baijan, Kazakhstan,  even 
through  Afghanistan. 

Or  you  can  simply  air- 
freight it  direct  from 
Moscow.   You   sav  vouVe 


Have  there  been  any  close  calls? 

There  was  the  incident  in  January 

1995.  The  Norwegians,  like  most 

advanced  countries,  have  a  scientific 

research  program,  in  pursuit  of  which 

they  periodically  launch  high-altitude      of  marijuana. 

rockets.  They  wrote  to  the  Russians,      If  the  stufPs  getting 

as  they  traditionally  did,  to  warn 

them  that  around  such-and-such  a 

date   they  would   be   launching   a 

research  rocket.  The  Russians  lost  the 

letter.   It  never  reached  the  early 

warning  system  people — the  ones 

who  had  to  kno\\^ 

On  Jan.  25,  1995  the  people  mon- 
itoring the  Russian  early  warning 
radar  suddenly  saw  this  rocket  pop  groups.  The  usual  suspects, 
out  of  the  Norwegian  Sea.  They  took  like  Hizballah  and  Islamic 
it  to  be  the  first  shot  of  an  American  Jihad,  or  someone  you 
strike.  The  Kazbek  nuclear  command  wouldn't  think  of.  After 
and  control  system  was  activated,  all,  who  had  ever  heard  of 
The  launch  control  officers  in  the  the  Aum  Shinrikyo  cult  in 
silos  put  their  keys  in  the  locks  and  Japan  before  the  subway 
took  down  their  code  books.  Yeltsin      gassing  incident.^ 


to  mention  Israel.  It  would  change 
the  U.S.   military  position  in  the 
Middle  East — for  instance,  the  ques- 
tion of  whether  you  can  have  a  carri- 
er task  force  out  there. 
What  about  Iran?  The  mullahs 
who  run  the  place  have  all  that 
oil  money. 
exporting       some       legal      In  early  1995  Viktor  Mikhailov,  the 
radioactive  isotopes  and  put     head  of  the   Russian  Ministry  of 
in  plutonium  instead.  No     Atomic  Energ}^,  which  is  effectively  a 
one's  going  to  bother  you  if     state  within  a  state,  signed  a  secret 
the  documents  are  right  and     contract  with  the  Iranians.  He  agreed 
the  container  is  sealed.  No  one  w^ants     to  sell  them  not  just  commercial 
to  go  fishing  around  in  a  radioactive      nuclear  reactors  but  also  a  centrifiige 
container.  to  make  highly  enriched  uranium  and 

As  someone  once  said,  the  easiest     a  breeder  reactor  to  make  plutonium. 
way  to  get  a  nuclear  weapon  into  this  The  U.S.  found  out  about  it.  The 


countrv^  is  to  hide  it  in  a  bale 


out,  where  is  it  going? 

The  most  important 
potential  buyers  are  Iraq 
and  Iran.  North  Korea  was 
in  the  market  for  a  w^hile. 
Nigeria  was  mentioned  as  a 
potential  buyer  in  one  of 
the  deals.  Or  it  could  be 
nongovernment  terrorist 


'The  easiest 
way  to  get 
a  nuclear 
weapon  in 
is  to  hide  it 
in  a  bale  of 


marijuana. 


J) 


commercial  reactor  sale  is 
still  going  ahead,  but  the 
centrifiige  and  the  breeder 
reactor  have  been  nixed. 

Then  there  are  the  ter- 
rorists. One  likely  smug- 
gling route  is  through  Cen- 
tral Asia,  down  through 
Afghanistan  to  Peshawar  in 
Pakistan.  That's  a  hub  for 
the  whole  Islamic  fiinda- 
mentalist  network. 

Remember  what  a  disas- 
ter the  World  Trade  Center 
bombing  was?  It  turned 
out  that  some  of  the  terror- 
ists had  gotten  their  bomb- 
making  skills  in  Afghan- 
istan. You  don't  want  to 
have  nuclear  bomb  making 


266 


Forbes  ■  December  1,  1997 


capabilities  in  that  part  of 
the  world. 

If  things  are  that  bad, 
why  aren't  we  hearing 
more  about  it? 
There's  no  indication  that 
the  Russian  government  has 
improved  security,  but  they 
have  improved  their  control 
of    information.    They've 
cracked    down    on    people 
who  talk. 

We  also  know  that  it's  no 
longer  the  policy  [of  West- 
ern security  agencies]  to  go 
public  with  these  cases. 

There  is  a  desire  in  the 
Administration  to  say  that 
things  in  Russia  are  getting 
better.  Journalists  in  Wash- 
ington tend  to  follow  the  lead 


''Russia 
has  become 
totally 
criminal- 
ized. Teltsin 
is  not  in 
control." 


for  the  Russian  strategic 
nuclear  forces  was  breaking 
down.  He  gave  a  doom- 
laden  statement,  but  it  was 
dismissed  here  as  Rodionov 
trying  to  get  some  money 
for  his  budget.  Maybe  he 
was,  but  that  doesn't  make 
it  untrue. 

There's  a  kind  of  fatalis- 
tic view  [in  the  West].  A 
lot  of  people  will  say:  It's 
too  big,  I  don't  want  to 
think  about  it.  There  is 
also  an  issue  in  how  the 
Russians  react.  They  basi- 
cally feel,  especially  in  the 
military,  that,  having  won 
the  Cold  War,  the  Ameri- 
cans now  want  to  take 
control  of  Russia's  nuclear 


of  the  White  House.  If  Clinton  says  sites.  Finally,  there's  a  feeling  in  Con- 

[ Russian]  weapons  are  no  longer  tar-  gress  that  if  you  fund  Russia's  nuclear 

geted  on  American  cities,  everybody  security,  they'll  just  steal  the  money, 

believes  we  don't  have  a  problem.  If  [the  danger  of  nuclear  terrorism] 

In  February  of  this  year  Rodionov,  becomes  a  real  possibility,  you  have 

then  defense  minister,  said  publicly  all   kinds   of  constitutional   issues, 

that  the  command  and  control  system  What  happens  when  it  becomes  clear 


that  these  weapons  have  gotten  loose 
and  that  terrorist  groups  want  to 
bring  them  into  this  country.'  Do  you 
filter  everyone  who  comes  in?  That's 
unpalatable  and  probably  impossible. 
What  should  we  be  doing? 
Go  to  the  source.  Cooperate  with  the 
Russians  on  making  their  nuclear 
weapons  more  secure. 

In  May  of  this  year  a  group  of 
eight  U.S.  congressmen,  led  by 
Republican  Curt  Weldon,  visited 
General  Alexsandr  Lebed  in  Moscow. 
Lebed  told  them  that  when  he  was 
head  of  Yeltsin's  security  council  in 
1996,  he  did  an  inventory  of 
[nuclear]  suitcase  bombs.  The  Russ- 
ian inventory  was  supposed  to  con- 
tain 132.  They  could  find  only  48. 

Lebed  suggested  privately  to  the 
U.S.  congressmen  that  the  Americans 
and  Russians  should  set  up  an  inter- 
national commission  to  look  for  these 
things.  The  congressmen  took  the 
message  back,  but  the  White  House 
never  did  anything.  The  White 
House  says  the  Kremlin  is  telling 
them  there's  no  problem.  Hi 
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Ripplewood  Holdings  T..T..C. 
Celebrates  its  Second  Anniversary:  October  1995-October  1997 

And  the  Following  Transactions: 

Ripplewood 
Holdings  L.L.C. 

$25  Million 
Contributed  Capital 

October  1995 

Non-Branded  Food  Manufacturing — G.G.  Products 

Edwards 

Baking 

Company 

October  1995 

IVipp 
Bakers,  Inc. 

October  1995 

Mother 
Butler  Pies 

July  1996 

Heidi's  Fine 
Desserts 

September  1996 

Gourmet 

Concepts 

International, 

Inc. 

September  1997 

Western 
Country  Pies 

September  1997 

Ripplewood  Interim 

Partners,  L.P. 

Private  Equity  Fund 

$62  Million 
Committed  Capital 

October  1995 

Automotive 

Retailing — A 

sbury  Autom 

otive  Group 

Roswell  Jeep 
Eagle,  Inc. 

September  1996 

The  Nalley 
Companies 

February  1997 

Lenox 
Dodge,  Inc. 

May  1997 

The  Plaza 

Motor 
Company 

ipenJini; ) 

David 

McDavid 

Auto  Group 

1  pending) 

Coggin  Auto 
Group 

Ipenilint;} 

Ripplewood 

Partners,  L.P. 

Private  Equity  Fund 

$430  Million 
Committed  Capital 

April  1997 

Industria 

il  Products — McClintock  Ii 

ndustries 

Dayton  Superior 

Corporation 

(DSC) 

(IPO-June,  1996) 

Ocwher  1995 

Dur-O-Wal, 
Inc. 

(Acquired  by 
DSC) 

October.  1995 

Symons 
Corporation 

(Acquired  by 
DSC) 

September  1997 

ICM 

Equipment 

Company 

(pemlinf; ) 

ACM 

Equipment 

Rentals  &  Sales 

Company 

Ipemlinyl 

Southern 

Nevada 

Equipment 

Company 

(penJim;  i 

Ripplewood 

H 

OLDINGS  L.L 

..C.  •  712  FiF 

TH  Avenue,  > 

Jew  York,  Ni 

Ew  York  100 

19 
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The  exuberant 
Wade  Cook 


■^V'iM;l!*.H!MIMJ 


Mark  Skousen 
teaches  economics 
and  finance  at 
Rollins  College 
in  Florida,  and  is 
editor  of  Forecasts  & 
Strategies,  a  financial 
newsletter  based  in 
Potomac,  Md. 
E-mail: 
Mskousen@aol.com 


The  first  time  I  met  Wade  B.  Cook  was  at  a 
seminar  for  small  investors  in  the  early  1980s, 
when  real  estate  and  other  inflation  hedges 
were  the  rage.  Cook  gave  a  workshop  on  how 
to  buy  and  sell  mortgages — "discounted 
paper" — for  quick  profits,  which  he  called  the 
Real  Estate  Money  Machine,  which  became  a 
best-selling  book  of  the  same  name.  Forget 
buy-and-hold,  he  urged.  Speculate.  Trade 
mortgages:  "Roll  them."  Churning  mortgages 
to  create  a  "money  machine." 

For  a  while  Cook  sold  lots  of  books  and 
tapes  and  had  lots  of  fans,  but  apparendy  his 
money  machine  stopped  working,  and  in 
1984  he  filed  for  bankruptcy  well  ahead  of  the 
real  estate  crash  that  took  place  later  in  the 
decade. 

I  thought  Wade  Cook  would  disappear  like 
the  rest  of  the  get-rich-off-real-estate  gang, 
but  I  was  wrong.  He's  back,  reincarnated  as  a 
stock  market  expert.  Three  of  his  books  are 
on  the  Business  Week  bestseller  list:  Wall  Street 
Money  Machine,  Wall  Street  Miracles  and  Bear 
Market  Baloney.  His  book  Real  Estate  Money 
Machine  is  back  in  print.  His  company  is  on 
the  radio,  promoting  his  one-day  seminars,  his 
books,  videos  and  his  three-day,  $4,700  Wade 
Cook  Workshops.  Apparently  the  fish  are 
biting. 

Never  one  to  overlook  an  opportunity. 
Cook  has  taken  his  company  public  (Nasdaq: 
wade),  and  it  has  risen  500%  in  the  past  year. 
Recent  market  cap:  $210  million.  Cook  owns 
62%  of  the  stock. 

Cook's  enticements  would  catch  the  eye  of 
any  red-blooded  investor:  Get  14%  to  34% 
monthly  returns — consistendy!  Double  your 
money  every  l^Ato  4/^  months!  The  evangelist 
is  not  timid:  "I'm  into  formulas  which  pro- 
duce safe,  sane  20%-plus  monthly  returns," 
he  says. 

You  don't  even  need  patience  for  the  Cook 
approach:  He  promises  fast  results.  In  his 
books  he  annualizes  his  weekly,  daily  and  even 
hourly  returns.  You'd  think  people  would 
know  better,  but  apparendy  they  don't. 

How  does  Cook  suggest  going  about 
investing!"  Forget  buy-and-hold,  he  urges  once 
again.  Trade  options.  Make  ftiU  use  of  margin. 
Turn  your  stocks  over  constandy.  "Roll  them" 


'like  a  money  machine.  He  urges  buying  stock 
right  before  the  ex-dividend  date,  capturing 
the  dividend  and  then  selling.  But  doesn't  the 
stock  price  drop  by  the  amount  of  the  divi- 
dend.>  "This  is  not  always  the  case,"  Cook 
claims. 

For  quicker  profits,  Cook  goads  his  follow- 
ers to  load  up  on  companies  announcing  stock 
splits.  He  pleads,  "Show  me  a  company  that 
has  done  a  stock  spht,  which  one  year  later  (or 
two)  is  trading  down."  Want  faster  profits.' 
Buy  options  and  buy  on  margin. 

Perhaps  Alan  Greenspan  had 
Wade  Cook  in  mind  when 
he  referred  to  ^^irrational 
exuberance"  on  Wall  Street. 


Can't  you  get  into  trouble  with  a  margin 
account.'  "Absolutely  not."  It's  not  surprising 
that  with  claims  like  these  Cook's  company 
has  been  the  subject  of  a  fi"aud  investigation 
by  the  sec  since  March  1996.  He  denies  any 
wrongdoing.  And  goes  right  on  leading  naive 
investors  to  potential  doom. 

Perhaps  Alan  Greenspan  had  Wade  Cook  in 
mind  when  he  referred  to  "irrational  exuber- 
ance" on  Wall  Street.  It's  certainly  irrational. 
This  is  the  same  nonsense  Cook  was  peddling 
nearly  20  years  ago,  but  this  time  it's  stocks, 
not  real  estate.  The  advice  is  just  as  dangerous 
and  the  people  buying  it  are  just  as 
uninformed. 

What  I  find  scary  is  that  there  is  a  market 
for  this  stuff.  The  last  time  Cook  prospered 
was  when  real  estate  became  overheated  and 
later  crashed.  Is  his  resurgence  a  harbinger  of 
doom.'  Is  the  popularit\'  of  his  stock  market 
stuff  telling  us  something.'  I  hope  not. 

If  it's  good  stock  market  advice  you  want, 
read  J.  Paul  Gett)''s  12 -page  chapter  on  "The 
Wall  Street  Investor"  in  his  classic  work  How 
to  Be  Rich  (Laissez-Faire  Books,  1965, 
800-326-0996,  $5.50).  Sample:  "The  sea- 
soned investor  buys  his  stocks  when  they  are 
priced  low,  holds  them  for  the  long-pull  rise 
and  takes  in-between  dips  and  slumps  in  his 
stride."  There's  more  wisdom  in  those  26 
simple  words  than  in  all  the  getrrich  books 
ever  written.  Hi 
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Kinko's  founder  Paul  Orfalea  is  famously  eccentric, 
but  he  is  as  shrewd  as  he  is  oddball. 

Kinko's  gix>ws  up 
almost 


By  Ann  Marsh 


Paul  Orfalea,  founder  of  Kinko's, 
the  24-hour  copy  and  printing  chain, 
Ukes  to  shock  people.  He  recently 
told  a  big  dinner  crowd  at  the  Uni- 
versity of  Southern  California  how  he 
responded  to  his  first  college  philos- 
ophy class. 

"I  said,  'God,  I  don't  understand 
any  of  that,'"  said  Orfalea,  49,  whose 
curly  red  hair  got  him  the  nickname 
Kinko.  "I  put  my  pen  down  and  said. 


'I'm  never  going  to  make  it  in  this 
world.'" 

"Louder,  please,"  an  elderly  aunt 
shouted  from  her  table.  It  was  that 
kind  of  gathering.  At  least  400  rela- 
tives, employees  and  friends  showed 
up  that  night  to  watch  Orfalea  (pro- 
nounced "Or- fa-la")  receive  an  award 
for  entrepreneurship  in  the  largest 
turnout  of  its  kind  at  use. 

Orfalea  spent  much  of  his  time  at 


the  podium  thanking 
people  in  the  crowd 
one  by  one:  "...  and 
Mary  and  Steve, 
thank  you.  Fred,  Bill, 
Dolores,  thank  you." 
What  about  the 
aunt?  "I  have  a  lot  of 
aunts,"  Orfalea  con- 
fided later. 

This  is  a  guy  who  is 
worth  a  quarter  of  a 
billion  dollars  and 
runs  a  billion-dollar-a- 
year  business.  He  not 
only  enjoys  boasting 
about  all  the  Cs  and 
Ds  he  got  in  school, 
but  he  also  likes  to 
add  that  he  came  out 
of  school  "basically 
unemployable." 

In  a  way  he  was. 
Back  in  the  Fifties, 
long  before  the  term 
became  well  known, 
Orfalea  suffered  from  such  severe 
dyslexia  he  could  hardl\'  read  or  write. 
To  this  day  he  relies  on  assistants  to 
grasp  the  gist  of  what  he  wants  to  say 
and  get  it  onto  paper.  "Some  people 
say  they  have  dyslexia,"  Orfalea  says, 
rolling  his  eyes.  "I  got  the  real  thing." 
In  grade  school  he  was  mistakenly 
placed  in  a  class  for  kids  who  were 
mentally  slow.  His  Lebanese  parents, 
who  ran  their  own  store  in  the  Los 
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Angeles  garment  district,  encouraged 
his  interest  in  business,  but  they 
weren't  thrilled  when  he  ditched 
class  to  visit  with  family  friend 
Charles  O'Reilly  Doud,  a  Los  Ange- 
les stockbroker,  at  his  office. 

"I'd  say,  'What  are  you  doing  here, 
Paul?'"  Doud  recalls.  "He'd  come  in 
and  sit  down.  I'd  pull  out  various 
papers  and  show  him  what  a  growing 
company  was."  Doud  remains  his 
stockbroker  today. 

The  boy  may  have  been  a  misfit  in 
school,  but  he  was  a  born  business- 
person.  How  many  fifth-graders  skip 
school  to  troll  for  good  stocks." 

"He's  a  nonlinear  thinker," 
explains  Donald  Gogcl,  president  of 
Clayton,  Dubilier  &  Rice,  Inc.  The 
New  York  investment  firm  bought  a 
third  of  Kinko's  for  $219  million  in 
January  and  helped  roll  up  its  127 
partnerships  into  one  corporate 
entity.  Instead  of  franchises,  Orfalca 
formed  partnerships  and  took  his  cut 
in  the  form  of  a  majority  interest  in 
each  store  (Forbes, /w/v  17,  1995). 

From  a  copy  shop  he  ran  as  a  col- 
lege student  near  Santa  Barbara  in 
1970,  he  has  built  Kinko's  to  over 
860  stores.  The  company  has  set  a 
goal  of  expanding  to  2,000  locations 
by  the  year  2000,  which  the  Clayton, 
Dubilier  money  will  help  finance. 

The  object  is  to  quickly  create  a 
global  network  to  take  advantage  of 
digital   technologies.    Kinko's   cus 
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Perfect  for 
the  Holidays 


Sit  down  and  talk  shop  with  five  of  today's 

most  brilliant  business  minds.  Learn  the  strategies 

and  insights  behind  their  success. 


!Meet. 


ANDREW  GROVE 

the  head  of  hitel. 

FRED  SMITH 

the  founder  of  the 

Federal  Express  Corporation. 

PETER  LYNCH 

the  investment  legend. 


PLEASANT  ROWLAND 

the  founder  of 

Pleasant  Company  and 

The  American  Girls  Collection. 

PAUL  VOLCKER 

the  former  chairman  ot  the 
Federal  Reserve. 


The  companion  hook  to  the  public  television  series 


L 


AVAILABLE  IN  BOOKSTORES  EVERYWHERE. 
Also  available  in  audio  and  video. 
For  videos  call  800-601-9088. 


WILEY 

Trade  PiBLisHiNc; 


tomers  can  already  print  in  color  in 
any  size,  bind  dieir  documents  as  tliey 
like  and  work  on  in-house  computers. 
Soon  they  will  be  able  to  compose 
reports  in,  say,  New  York  and  send 
them  bv  modem  to  Amsterdam.  The 


via  documents.  More  than  140 
Kinko's  locations  have  videoconfer- 
encing technology.  The  company 
even  has  its  own  on-line  service, 
called  Kinkonet.  '    ■ 

Without  benefit  of  much  market 


Kinko's  there  will  print  aiid  bind  them      research,  Orfilea  has  a  strong  sense  of 


for  a  meeting.  The  aim  is  to  distribute 
and  print,  instead  of  the  reverse, 
eliminating  the  need  for  air  freight. 
Competitors  like  Sir  Speedy,  based 
in  Mission  Viejo,  Calif.,  are  racing 


what  his  customers  want.  "Early  on 
we  learned  our  customers  were  a  litde 
uptight  and  very  conhised,"  he  says. 
"They  didn't  know  what  they  wanted 
and  thev  wanted  it  vesterdav."  He 


to  build  their  own  global  networks,      painted  stores  blue  to  soothe  stressed 
But   in   a  loosely   defined 
industry  worth  at  least  $100 
biUion,  there's  lots  of  room 
for  competition. 

Kinko's  will  go  public, 
probably  in  the  next  year  or 
two.  Ergo  the  need  for  more 
experienced  management. 
Clapton,  Dubilier  appointed 
6  of  the  company's  13  board 
members.  Kinko's  recently 
hired  Joseph  Hardin  Jr.  as  its 
new  chief  executive.  Hardin, 
the  former  president  and 
chief  executive  of  Sam's 
Club,  saw  the  Wal-Mart  di\i- 
sion  through  a  decade  of  fast 
growth. 

Orfalea.'  He  says  he  pre- 
fers the  title  of  "chief  wan- 
derer" to  chairperson  of  the 
board.  At  the  company's  headquarters      customers  and,  despite  a  hippie -like 


The  first  Kinko's 

An  early  stab  at  catchy  decor. 


management  structure,  has  workers 
dress  "more  like  Republicans." 

To  stay  in  touch,  Orfalea  frequent- 
W  tears  himself  aw-a)^  from  his  wife  and 
t^vo  young  kids  in  Santa  Barbara.  He 
jets  to  places  like  Australia,  visiting 
Kinko's  locations  and  working  behind 


in  Ventura,  Calif.,  the  6-foot-tall 
Orfalea  w'heels  about  his  office,  gi^ing 
a  visitor  a  tour.  "Do  you  want  to  see 
what's  in  my  filing  cabinets.'"  Orfalea 
asks,  opening  and  shutting  drawers. 
"See,  there's  nothing  here."  Sure 
enough,  they're  all  empt)'. 

He  gestures  to  mementos  on  shelves  the  counter.  He  makes  copies,  sweeps 

over  his  desk.  There's  a  rainbow-col-  floors  and  observes.  His  favorite  pas- 

ored  slink\^  and  a  bust  of  Beethoven,  time  is  interviewing  customers. 

"This  means  nothing  to  me,"  he  Every  year  managers  from  the 

announces.  But  a  black  plastic  tele-  Kinko's  location  with  the  highest 

phone  headset  catches  his  eye  and  he  profitability  go  to   Disneyland  or 

grabs  it.  '"''This is  very  important."  Disney  World  for  a  weekend.  Orfalea 

It's  a  tool  for  communicating,  the  and  his  board  members  come  in  and 

core  of  what  Orfalea  believes  Kinko's  work  their  shifi:s. 

is  about.  Orfalea  took  his  time  about  bring- 

"Gigab)tes  and  all  that  don't  fasci-  ing  in  outside  financing.  Eventually 

nate  me  in  the  least,"  says  Orfalea,  he  chose  Clayton,  Dubilier  because 

who  claims  to  have  no  mechanical  or  he  felt  he  could  talk  with  the  people 

technological  abilities  to  speak  of.  there.  The  private  investment  firm 

"But  bandwidth  .  .  .  the  thing  I  am  manages  about  $2  billion  in  equity 

fascinated  with  is  bandwidth.  That's  capital  for  pension  fiinds,  banks  and 

really  how  you  connect."  When  he  insurance  companies, 

says  "connect,"  he  doesn't  just  mean  With  the  cash  infusion  from  Clay- 


ton, Dubilier,  Orfalea  is  opening  as 
many  as  20  new  locations  a  month 
and  closing  unprofitable  ones.  Most 
new  openings  are  overseas.  And  inno- 
vation continues.  Kinko's  has  become 
a  master  of  the  joint  venture.  Federal 
Express  and  the  U.S.  Postal  Service 
sell  services  there.  Glendale  Federal 
Bank  has  opened  microbranches  in 
six  southern  California  Kinko's  this 
year,  with  counters  at  which  bankers 
can  handle  transactions  during  the 
a\'erage  20-minute  waits  required  for 
the  kind  of  complicated 
printing  now  available. 

Small  business  has  been 
the  engine  of  growth  in  the 
U.S.  economy  for  years,  and 
that's  w^here  Kinko's  cus- 
tomer base  now^  lies.  Small 
businesses      often      need 
sophisticated  services  but 
can't   afford   to   own   the 
equipment.  Glendale  Feder- 
al Chief  Executive  Stephen 
Trafton  estimates  that  50% 
to  75%  of  Kinko's  customers 
run,  or  work  for,  small  busi- 
nesses. Which  is  why  he  is 
happy   to   have    the    bank 
branches  in  Kinko's  stores. 
Orfalea  has  taken  a  spot  on 
Glendale  Federal's  board. 
"He  is  an  idea-generation 
machine,"  Trafton  reports.  "He's 
helped  us  with  our  merchandising, 
our  color  schemes,  the  display  of  our 
literature  and  the  flow  of  customers. 
1  get  calls  from  him  da)'  and  night." 
"I  think  a  cultural  anthropologist 
would  have  a  field  day  in  a  copy 
shop,"  Orfalea  says,  leaning  forward 
to  make  his  point.  The  Japanese  fijn- 
damentally  copy  things  differently 
than  we  do  because  written  Japanese 
is  pictorial  rather  than  phonetic.  "It's 
an  eye-brain  language,  not  an  eye-ear- 
brain  language,"  Orfalea  marvels. 

He  explains  that  Japanese  use  far 
more  color  and  photography.  That 
turns  Orfalea  on.  "I  think  we've  gone 
overboard  with  sterilit)'."  Which  is 
wh\'  he's  planning  to  repaint  his  stores 
in  bright  colors  to  stimulate  creati\ity. 
Donald  Gogel  of  Clanon,  Dubilier 
has  dealt  with  lots  of  smart  business- 
people,  but  mention  Orfalea  and  he 
shakes  his  head  in  admiration:  "I've 
never  met  anyone  quite  like  Paul.  He 
is  a  business  genius."  ^ 
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japan  ^5  Hot  Corporate  Performers 

They  are  developing  new  markets, 

pioneering  new  technologies,  establishing  new  goals,  achieving 

new  growth  and  generally  giving 

Japanese  business  a  new  look. 

They  are  the  spirited  new  leaders  of  Corporate  Japan. 
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JAPAN'S 


COMPANIES 


any  people  have  dreams  of  starting  new 
businesses  but  few  see  thenn  realized. 
One  of  the  dream-achievers  is  Toshihiro 
Hirosaki. 

After  graduating  from  Konan  Univer- 
sity, a  prestigious  private  university  in 
Kobe,  in  1 970,  Hirosaki  spent  over  three 
successful  years  selling  computer  software  and  infor- 
mation systems  for  the  Italian  office  equipment  man- 
ufacturer, Olivetti  Japan.  While  happy  with  his  job,  he 
never  lost  sight  of  his  dream  to  "try  my  own  sea- 
soned way  of  doing  business  and  make  my  presence 
felt."  Together  with  some  co-workers  all  in  their  early 
20s  and  university  friends  younger  than  himself,  he 
started  ASK  Planning  Center,  Inc.  in  December  1973. 
During  the  past  quarter  century,  Hirosaki's  company 
has  become  a  leading  supplier  of  planning  and 
design  services  for  commercial,  office,  residential  and 
leisure  projects  both  in  Japan  and  overseas. 


Toshihiro  Hirosaki 

Chairman  and  C.E.O^ 


Data  (as  of  December  31, 1996) 

•  Net  Sales 

■^  Ordinary  Income 

■  Net  Income 


5,806 


6,565 


7,351 


8,111 


8,930 


1,112 


1,145 


952 


676 


633 


Net  Income  Per  Stiare:  V22  65 
Dividend  Per  Stiare:  ¥10  00 
Return  on  Equity:  3  01% 


330      If^ 

I     11 


12/93 


12/94 


I4I5       1446 

h  li 

12/95         12/96 


570 


li 


(millions  ol  yen) 


12/97* 

['estimate) 


Date  of  Establishment:  June  4, 1974 

Total  Assets:  ¥28,230  million 

Number  of  Shares  Outstanding:  21 ,250  thousands 


Data  of  Stock-Exchange  Listing:  Sep  9. 
Markets:  JASDAQ:  9756 

Number  of  Employees:  172  (June  1997) 


In  the  following  interview,  he  discusses  his  comjj 
ny's  past,  present  and  future  activities. 

What  are  the  ideas  behind  your 
company's  motto  ''creation  of 
value-aoded  living  space"? 

HIROSAKI:  Since  I  founded  the  company,  I  h 
always  believed  our  company's  raison  d'etre  is 
create  an  enterprise  that  can  meet  the  insatia 
people's  desires  for  more  comfortable,  functional 
ing  and  work  space.  This  requires  above  all 
approach  of  not  only  supplying  hardware  (goo( 
but  also  adding  software  (service)  to  it  to  meet  cc 
sumers'  needs  and  proposing  hardware  and  so 
ware  in  a  comprehensive  formation  with  prec 
concepts.  We  can  say  that  our  company  is  the  fi 
to  set  out  what  the  ideal  living  environment  shoL 
be   and   integrate   it  through   completely   ne 
mechanisms  and  systems  that  combii 
hardware  and  software. 

To  this  end,  we  identified  what  we  calh  1 
"five  life  spaces"  that  we  believe  are  esse 
tial  to  living  people,  namely  the  commtf 
cial,  office,  living,  leisure  and  health/wc 
fare  environments. 

The  commercial  environment  mainly  co 
cerns  distribution  retailers  (departme 
stores,  supermarkets,  shopping  malls  ar 
specialty  stores)  and  services  (amusemer 
that  do  not  offer  sales  of  goods.  We  pric 
ourselves  on  being  the  first  to  propos 
already  1 5  or  20  years  ago,  a  new  concei 
of  transforming  large-scale  supermarkets 
the  big  cities,  which  were  mainly  sellir 
daily  necessities,  into  commercial  spaci 
centered  around  fashionable  designers  ar 
characters  brand  shops  that  now  attract 
lot  of  young  people. 

The  capacity  to  propose  new  concep 
and  the  special  know-how  we  have  acci 
mulated  have  been  highly  praised  and  en 
bled  us  to  participate  in  the  projects  nc 
only  of  separate  shops  but  also  the  crei 
tion  of  whole  shopping  zones  aroun 
these  shops  and  large-scale  local  develop 
ment  projects. 

As  to  how  to  act  on  the 
environment,  your  company 
has  set  "four  pillars"  of  your 
business.  What  exactly  does 
that  refer  to? 


ASK  PLANNING  CENTER,  INC. 

Address:  Tokyo  5-21-14,  Sendagaya,  Shibuya-ku,  Tokyo  151,  Japan    Telephone:  03-3354-1181 
Osaka  1-2-9,  Yariyamactii,Chuou-ku,  Osaka  540,  Japan        Telephone:  06-944-1181 


HIROSAKI:  Early  on,  we  identified  four  pi 
lars  that  would  support  our  busines.' 
Namely,  environment  creation,  enviror 
ment  preservation,  environment  care,  an^ 
environment  information.  As  a  compan 
goal,  we  set  out  to  see  how  we  can  orgam 
cally  link  these  four  pillars  and  build 
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"in  comprehensive  environment  business." 
^5  "Environment  creation"  will  continue  to  be  our 
!"8  :ore  business.  In  "environment  preservation,"  our 
ti  )usiness  consists  of  refurbishing  commercial  facili- 
s^o  ies  by  supporting  the  development  of  materials  for 
^  )uter  and  inner  building  structure,  applying  high- 
^li  :|uality  water-diluted  acrylic  adhesive  paint.  In  the 
jrea  of  "environment  care,"  we  aim  to  create  a 
^  lomfortable  indoor  environment  and  are  support- 
KSf  Ing  the  development  of  a  completely  new  technolo- 
m  ^y  of  air  cleaner  to  be  added  to  ordinary  air- 
w  :onditioning  equipment.  In  addition,  for  meeting 
the  people's  interest  in  health,  early  this  year  we 
CO  bpened  the  first  shop  of  the  tearoom  chain  Chayu- 
rokan-Sanmei  in  Osaka.  We  plan  to  open  five  shops 
Vvithin  next  year  and  franchise  the  system  to 
nef  increase  the  number  of  shops  up  to  100  within  five 
pfidyears.  As  part  of  our  "environment  information  busi- 
posjness,"  we  aim  to  explore  a  new  business  opportuni- 
iceflty  using  words-multiplex  FM  broadcasting  that  ena- 
bles us  to  supply  information  to  the  general  public. 

What  do  you  need  to  make  these 
initiatives  effective? 


HIROSAKI:  The  success  of  any  business  rests  on  its 
human  resources  and  in  this  context  we  have  devel- 
oped and  strengthened  our  own  recruitment  and 
training  programs  to  develop  what  we  call  "produc- 
ers," who  are  staff  members  who  will  take  hold  of  a 
project  from  beginning  to  end  and  see  that  it  is  car- 
ried out  to  the  best  expectations  of  the  client.  To 
carry  out  these  programs  smoothly,  we  are  setting 
up  an  outsourcing  system  by  bringing  in  out- 
side experts  who  specialize  in  our  interest 
areas  to  work  with  us. 

What  are  your  company's 
overseas  activities? 

HIROSAKI:  Our  overseas  expansion  has  been 
based  on  the  policy  that  is  to  take  a  multi-cultural 
approach  blending  traditional  "European"  design 
concepts  with  an  "American"  systematic  process 
capability  and  the  higher  productivity  and  added 
fi({  value  of  "Asian"  skilled  labor,  from  whom  our  pro- 
lO)  ducts  and  services  are  supplied  to  japan  and  the 
world. 
For  example,  in  1992,  we  established  "Shanghai 


ASK  Construction  Decoration  Engineering  Co.,  Ltd., 
an  international  joint  corporation  for  interior  design 
and  planning.  The  Chinese  company  will  serve  as  a 
manufacturing  base  for  furniture  and  materials  for 
interior  planning  to  be  exported  to  Japan.  In  Sep- 
tember 1996,  Shanghai  ASK  was  ranked  among  the 
"100  best  companies  with  Japanese  capitals"  in  the 
city,  selected  by  the  Chinese  Dragon  newspaper. 

What  are  your  company's 
immediate  strategies  and  goals? 

HIROSAKI:  Our  company  has  perceived  the  need 
for  improvements  in  the  inner  environment  of  air- 
craft. And  in  this  context,  we  actively  support  the 
U.S. -based  company,  InterCame,  which  is  the  first 
company  in  the  world  to  develop  software  for  cash- 
less interactive  video  gaming  to  be  incorporated 
into  inflight  entertainment  systems.  We  will  contin- 
ue to  set  forth  new  concepts  that  meet  the  needs  of 
our  times,  and  the  key  to  succeeding  in  this  busi- 
ness is  largely  dependent  upon  the  training  of 
human  resources.  The  training  of  "producers"  who 
are  staff  to  control  our  projects  is  in  steady  progress 
and  we  hope  to  develop  our  company, 
led  by  efficient  "ASK  MEN"  (both  men 
and  women)  over  the  next  ten  years 
into  a  group  of  5  or  6  companies  with  a 
sales  of  10  to  20  billion  yen  each.  We 
believe  that  this  size  is  the  most  appro- 
priate for  any  company  to  quickly  and 
easily  change  its  orientation.  The  picture 
we  have  of  our  future  is  a  group  of  com- 
panies with  the  ASK  Planning  Center  in 
the  core  and  other  companies  round  it 
like  satellites,  linked  with  each  other  like 
in  a  PC  network,  diligently  interacting 
and  steadily  growing  together.  I  call  this 
"PC  management"  and  believe  that  this 
should  be  our  company's  future. 
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Traditionally,  cash  has  been  king  in 
Japan.  But  with  the  rapid  increase  in 
purchases  using  credit  cards,  the 
Osaka-based  non-bank  credit  card 
company  MYCALCARD  Inc.  is  finding 
profitable  growth  in  the  business. 
Trading  plastic  for  cash  is  MYCAL- 
CARD Inc.,  japan's  fourth-largest  credit  card 
company  belonging  to  a  distribution  group, 
and  a  member  of  the  MYCAL  Group  (formerly 
known  as  Nichii  Co.)  that  prides  itself  on  creat- 
ing living  culture  business  by  developing  Vivre, 
Saty  and  other  amusment  businesses. 

Established  in  May  1982,  MYCALCARD 
had  centered  its  business  on  installment  pur- 
chase mediation  service  (credit  service)  to 


Shigeki  Obata 

Chairman  (Left) 

Takeml  Hiratsuka 

President  (Right) 


Data  (as  of  February  28. 1997) 

•  Operating  Revenue 

■  Ordinary  Income 

■  Net  Income 


12,408       13,157 


18,404 


2,553 


Net  Income  Per  Share:  ¥87  41 
Dividend  Per  Share:  ¥15  00 
Return  on  Equity:  18.94% 


Date  of  Establishment:  May  25. 1957 

Total  Assets:  ¥92.792  million 

Number  of  Shares  Outstanding:  16,741thousands 
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(millions  of  yen) 

(•estimate) 

Data  of  Stock-Exchange  Listing:  Sep.  11. 1996 

l«arkets:JASDAQ:8519 

Number  of  Employees:  587 


MYCALCARD  Inc. 


Address:  1-3-1.  Doshomachi.  Chuo-ku.  Osaka  541  Japan 
Telephone:  06-227-0741 


customers  of  the  Group's  member  compi 
nies,  as  well  as  consumer  unsecured  advanc 
es  (cashing)  service.  Since  1993,  in  cooperd 
tion  with  MasterCard,  MYCALCARD  has  bee| 
issuing  "MYCAL  MasterCard"  and  become 
broad-based  supplier  of  credit  service  work 
wide  as  a  member  of  MasterCard. 

In  the  following  interview,  company  chai^ 
man   Shigeki  Obata  and   president  Taker 
Hiratsuka  talk  about  credit  cards,  customed 
and  company  plans  for  the  future. 

Japanese,  in  contrast  with  Amei 
icans,  have  traditionally  pre- 
ferred cash  to  credit  as  a  way  tt 
buy  things.  Is  this  situation 

changing?  is  usage  oi 
credit  cards  gaining  in| 
Japan? 

OBATA:  Yes.  There  is  a  clea 
trend    toward    greater   use   c 
credit  cards  in  japan  but  we  ar 
not  yet  at  the  level  of  the  U.S. 
where  credit  cards  account  fo 
about  20%  of  purchases,  comi 
pared  with  about  6%  in  japan 
We  still  have  a  little  while  to  g( 
before  catching  up  with  the  U.  S 
But  Japanese  consumers  recog 
nize  more  and  more  the  practi 
cality  and  functionality  of  credi; 
cards  vis-a-vis  cash.  Retail  mer' 
chants,  in  particular,  understanc 
the   convenience   of   becominc 
members  of  credit  card  compa 
nies  in  terms  of  reducing  man 
power,  time  and  expense  ,  com, 
pared  with  cash.  So  we  believt 
there  is  considerable  room  foj 
expansion  of  the  credit  card  busi 
ness  in  Japan  that  will  be  reflect 
ed   in  our  own  growth   in  the 
future. 

Speaking  of  business 
growth,  your  operat- 
inq  revenue  for  the  fis- 
cal year  ending  Febru- 
ary 1997  was  up  26%, 
wnile  your  net  income 
gained  by  an  impres- 
sive S6%.  What  were 
the  reasons  for  this 
and  what  is  the  imme- 
diate outlook  for  your 
company? 

HIRATSUKA:  Our  business  haj 
been  helped  by  a  number  of  fac- 
tors, none  more  important  than 
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continuing  stable,  low  interest  rates  in  Japan 
that  have  kept  fund  procurement  interest 
rates  down  for  the  past  three  years.  In  addi- 
tion, as  I  will  explain  later,  our  customer 
base  has  been  expanding  by  about  20%  a 
year  and  we  have  been  very  diligent  in  man- 
aging our  credit  risks  and  reducing  adminis- 
trative costs.  As  a  result  of  this,  MYCAL 
Credit  Card  purchases  are  increasing  by 
about  30%  annually  and  are  expected  to 
total  more  than  1 1  3  billion  yen  for  the  term 
ending  February  1999.  In  the  fiscal  year  that 

Jiends  next  February,  we  expect  our  net 
income  to  increase  by  about  58%  on  a  1 2% 
gain  in  operating  revenues.  The  following 
year,  we  aim  to  increase  our  net  income 

I  by  about  35%  on  a  9%  improvement  in 
revenues. 


9' 


You  have  referred  to  the  expan- 
sion of  your  customer  base. 
Where  is  it  growing  and  why? 

OBATA:  Our  customer  base  is  expanding  at 
an  annual  rate  of  about  20%.  This  means 
700,000  to  800,000  new  card-holders  per 
year.  As  the  usage  of  credit  cards  is 
expanding  consequently,  we  expect  to 
maintain  this  pace  over  the  next  term.  Our 
MasterCard  accounts,  in  particular,  will 
grow  rapidly  in  the  future  as  we  are  going 
to  switch  all  the  cards  we  have  issued  to 
the  MYCALCARDs  with  MasterCard  over 
the  next  three  years.  Presently  only  one 
out  of  six  MYCALCARD-holders  hold  the 
cards  with  MasterCard.  So  there  is  big 
room  for  growth.  The  amount  of  cashing 
and  purchases  using  MasterCard  outside 
MYCAL  Group  totaled  7.2  billion  yen  for 
the  term  ending  February  1997.  We 
estimate  that  a  100%  switch  over  to  the 
MasterCard  system  would  increase  this  to 
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about  40  billion  yen. 

In  the  cashing  service  area,  we  are  expand- 
ing our  automated  teller  machine  network 
nationwide  by  including  locations  in  the  coun- 
try's post  office  system.  Presently,  we  have  250 
cash  dispensers  and  we  plan  to  place  ten  new 
machines  per  year  in  the  future. 

What  about  the  number  of 
establishments  accepting 
MYCALCARDs? 

HIRATSUKA:  We  have  60,000  at  present 
and  expect  to  add  70,000  new  retail  outlets 
next  year  and  have  a  total  retail  membership 
of  200,000  by  1999.  One  reason  we  are 
attracting  new  retail  outlets  is  because  we 
pass  along  our  cost  reductions  and  savings 
to  them  in  the  form  of  lower  commission 
rates.  Last  year,  for  example,  we  were  able 
to  bring  our  commission  rates  down  from  an 
average  of  2.6%  to  2%  for  the  establish- 
ments belonging  to  MYCAL  Group. 

What  about  the  impact  of  delin- 
quencies and  defaults?  Have 
they  been  a  problem^  especially 
in  the  wake  of  Japan's  lingering 
recession? 

OBATA:   Not  particularly.  We  have  a  large 
number  of  good  customers  who  pay  their  bills 
promptly.  Delinquencies  and  defaults  have  not 
been  a   major  problem.  We 
screen  card  applicants  careful- 
ly and  implement  a  strict  risk- 
management  policy.  This  ena- 
bled us  to  reduce  the  default 
rate  from  3.3%  last  year  to 
2.9%  this  fiscal  year  ending 
February  1997. 

Would  you  ever  con- 
sider offering  your 
customers  the 
MYCALCARDs  with 
Visa  Card? 

OBATA:  We  have  no  imme- 
diate  plans  for  this   in   the 
near  future.  We  don't  want 
to  try  to  run  after  two  rabbits        .^='i- 
at  once. 

Headquarters  building 
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Since  its  establishment  in  November  of 
1977,  Tescon  has  established  itself  as  a 
pioneer  and  leader  in  the  field  of  testers 
for  printed  circuit  boards  (for  testing 
mounting  and  operation  state  of  the  parts 
on  PCBs)  with  a  40%  world  market  share. 
The  company  is  also  well-known  manufac- 
turer of  the  chip  mounter  (a  machine  for  mounting 
chips  on  the  surface  of  PCBs). 

One  of  its  flagship  products,  however,  is  its  SCA- 
RATES  series  of  two-  and  four-armed,  high-precision 
robots  that  perform  human-like  movements  accu- 
rately at  high  speeds.  In  the  following  interview, 
company  founder  and  president  Yoshinori  Kikuchi 
tells  about  the  latest  developments  in  the  robot  ser- 
ies and  other  company  activities. 

How  is  your  company 
deploying  its  business  this  year? 


Yoshinori  Kikuchi 

President 


Data  (as  of  May  31. 1997) 

•  Net  Sales 

■  Ordinary  Income 

■  Net  Income 


6,752 


8.747 


Net  Income  Per  Share:  ¥82.75 
Dividend  Per  Share:  ¥10  00 
Return  on  Equity:  15.54% 


-688 
5/94  5/95 

(millions  of  yen) 
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Date  ot  Establishment:  November  21, 1977  Data  of  Stock-Exchange  Listing:  April  25, 1991 

Total  Assets:  V1 1  760  million  Markets:  JASDAQ:  6855 

Number  of  Shares  Outstanding:  7.440  thousands     Number  of  Employees:  305 

Tescon  Co.,  Ltd. 


Address:  3138-3  Tana,  Sagamihara-City.  Kanagawa  229,  Japan 
Telephone:  81-427-63-1755 
URL  fillp://www.ksp.or.jp/lescon 


KIKUCHI:  Despite  a  sluggish  economy  and  a  fall 
in  capital  spending  by  manufacturers,  we  expect  I 
good  year  in  1 997  and  1 998  for  our  business.  As  U 
our  existing  products,  orders  from  overseas,  particJ 
larly  from  Taiwan,  South  Korea  and  the  U.S.,  ail 
increasing  and  we  are  seeing  a  number  of  increal 
ing  inquiries  from  customers  in  Japan  and  overseq 
about  our  new  two-  and  four-armed  robots.  Th 
booming  personal  handy  phone  business  has  give 
a  big  lift  to  our  business  and  orders  for  test  fixturt 
and  chip  mounters  are  also  increasing. 

As  a  result,  we  expect  at  sales,  which  increase 
29.6%  in  the  twelve  months  ended  May  199/ 
should  gain  another  35%  the  fiscal  year  ending  Ma 
1998  to  total  more  than  12  billion  yen,  while  afte 
tax  profits,  which  jumped  61.4%  during  the  la: 
term,  should  improve  by  46%  to  reach  about  90 
million  yen.  About  3  billion  yen  of  our  sales  increas 
will  come  from  our  recent  acquisition  of  Maruw 
Seisakusho  (now  Tescon  Maruwa), 
manufacturer  of  wafer  washing  devic 
es  and  etching  devices  used  for  pre 
treatment  in  semiconductor  manufac, 
turing. 

How  do  your  customers 
appreciate  SCARATES  line 
of  two-  and  four-armed 
robots? 

KIKUCHI:  Very  highly.  We  hav« 
developed  new  models  in  both  line 
this  year.  They  are  the  first  model 
that  can  be  controlled  by  persona 
computers.  For  example,  our  nev 
four-armed  robot  can  perform  1,20( 
test  operations  per  minute  which  1. 
the  fastest  in  the  world  and  theii 
movements  can  be  controlled  more 
easily  and  efficiently  than  before 
We've  added  vertical  motion  to  the 
horizontal  capabilities  of  our  two- 
armed  models  as  well  which  allow* 
them  to  mimic  stirring,  side-to-side 
and  exercise  motions  and  carry  them 
out  independently. 

What  other  new  functions 
will  your  robots  be  able  to 
carry  out? 

KIKUCHI:  We  think  of  using  these 
robots  not  only  for  manufacturing 
testing  process  of  printed  circuit 
boards,  but  also  as  handlers  of  vari- 
ous packages  including  wafers  at 
semi-conductor  plants  as  well  as  for 
assembly  operation  during  produc- 
tion process.  We  are  also  studying  the 
possibility  of  using  our  robots  for 
removing  land  mines  for  peaceful  pur- 
poses and  plan  to  further  expand  their 
capabilities  and  explore  many  other 


12,000 


5/97  5/98* 

(•estimate) 


ADVERTISEMENT  7 

JAPAN'S 


COMPANIES 


IW 


m 


ALMITES 


areas  in  which  they  can  be  applied  or  used. 


ifac 


JI^Now  is  the  sluggish  economy  affect- 
ing your  business? 


kiKUCHI:  Obviously,  it  is  not  helping.  But  we  are  try- 
ing to  offset  any  declines  in  demand  by  specific  users 
iby  developing  new  markets  for  our  robots  which  have 
been  made  possible  by  their  increased  functionality. 


^ 


TWINTES 


What  will  be  your  new 
mariiets? 


KIKUCHI:  One  possibility  is  the  textile  industry. 
With  their  ability  to  wash  and  shape  fabrics,  our 
robots  can  help  textile  manufacturers  automatically 
detect  with  their  four-arms  the  irregularity  and 
inconsistencies  caused  so  far  by  relying  on  human 
efforts  and  achieve  and  maintain  a  high  quality  lev- 
el in  the  production  process.  We've  had  several 
visits  by  manufacturers  interested  in  seeing  and 
testing  our  equipment.  We've  also  received  inqui- 
ries from  confectionery  and  food  processing  com- 
panies, as  well  as  companies  in  the  electric 
machinery  and  semi-conductor  industry  to  which 
we  also  belong  about  our  SCARATES  robots. 

What  about  overseas? 

KIKUCHI:  We  see  a  big  market  especially  in  the  U.S. 
for  automation  equipment  in  the  low-end  $20,000 
to  $40,000  price  range.  At  present,  insertion  and 
mounting  techniques  are  performed  by  humans, 
mostly  women  who  are  hired  because  of  their  dex- 
terity and  precision  on  the  assembly  line.  Our 
machine  will  allow  companies  to  automate  these 
operations.  In  addition,  our  machines  are  perfect  for 
"clean  room"  activities  now  being  done  by  humans. 
We  are  also  expanding  our  sales  network  in  Asia 
and  established  new  companies  incorporated  in 
Thailand  last  year  and  then  Taiwan  in  July  1997.  We 
are  also  expanding  our  activities  to  Shanghai  China 


and  South  Korea  and  planning  to  establish  a  base  in 
India  in  the  near  future.  And  we  have  received  many 
inquiries  about  Tescon  products  from  manufactures 
in  the  U.S.,  U.K.  and  South  Korea. 

Beside  robots,  what  are  the  main  pro- 
ducts you  are  worthing  on? 

KIKUCHI:  Let  me  introduce  our  two  main  products 
at  the  moment.  The  first  is  "Multi-tester  Point 
9000,"  a  next-generation  mounted  board  tester 
that  can  perform  alone  both  function  tests  and 
in-circuit  tests.  It  is  an  excellent  product  that  makes 
it  possible  to  significantly  reduce  testing  costs, 
assembly  line  space,  and  testing  time.  We  expect 
that  it  can  become  a  de  facto  stan- 
dard for  board  testers. 

The  other  one  is  the  "High 
Speed  Testing  Robot  Point  5588" 
equipped  with  IC  float  testing 
function.  It  makes  it  possible  to 
test  floating  of  IC  leads,  a  test 
believed  to  be  very  difficult  to  per- 
form. It  can  be  efficiently  used  for 
testing  boards  produced  in  small 
quantity,  for  example,  testing  vari- 
ous boards  in  small  quantities  or 
at  surface  mounting  as  well  as  pro- 
totype production  lines.  We  are 
also  developing  many  other  new 
products,  and  with  our  large 
inventory,  we  want  to  expand  our 
share  of  the  60  billion  yen  market 
for  functional  testers. 
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A  small  but  growing  company  recently  listed 
on  the  over-the-counter  market  is  attracting 
the  attention  of  Japanese  and  foreign  inves- 
tors for  its  unique  ultraviolet  (UV)  ink  technol- 
ogy and  rapid  growth  in  the  Asian  market. 
Unlike  most  stocks  that  plummet  imme- 
diately after  debuting  on  the  OTC,  the 
price  of  T&K  Toka's  stock  has  risen  since  its  listing  in 
August  1997  and  continues  to  set  record  levels  despite 
overall  sluggishness  in  the  OTC  market. 

Why?  Because  the  company  is  being  watched  closely 
by  both  foreign  and  Japanese  investors  because  it  lias 
the  dominant  share  of  the  UV  ink  market  in  Japan,  which 
has  grown  by  43%  over  the  last  four  years  while  the  tradi- 
tional ink  market  has  grown  only  by  1 3%.  With  growing 
demiand  from  the  electronics  industry  for  UV  ink,  pros- 
pects for  the  market  are  extremely  bright.  In  addition, 
the  Tokyo-based  company,  which  is  currently  celebrating 
its  50th  anniversary,  boasts  profitable  subsidiaries  and 
affiliates  throughout  Asia. 


Ryozo  Masuda 

President  Director 


Data  (as  of  March  31, 1997) 

•  Net  Sales 

■  Ordinary  Income 

■  Net  Income 


14,266 


15.068       16,109       17,978       ^^'^^^ 


1.484 


1,337 


878 


827 


602 


Net  Income  Per  Share:  ¥148.43 
Dividend  Per  Share:  ¥10  00 
Return  on  Equity:  7.79% 
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Date  of  Establishment:  Dec  23, 1949  Data  of  Stock-Exchange  Listing:  Aug  19  199^ 

Total  Assets:  ¥21,199  million  Markets:  JASDAQ:  4636 

Number  of  Shares  Outstanding:  5.649  thousands     Number  of  Employees:  357 

T&K  TOKA  CO.,  LTD. 


Address:  35-5,  Honcyo.  Itabashi-ku  Tolcyo  174,  Japan 
Telephone:  03-3963-05n 


In  the  following  interview,  company  president  Rya 
Masuda  talks  about  his  company's  business  and  its  imr 
diate  outlook: 

What  is  your  company's 
management  policy? 

MASUDA:  Since  my  father  founded  the  company! 

1947,  his  management  policy  had  been  "Specializati^ 
in  ink  business  &  Globalization  to  Asian  market".  For  t| 
sevelal  big  companies  in  this  business,  ink  is  just  c| 
more  item  in  an  inventory  of  many  products. 

But  for  us,  as  a  medium-size  company,  we  speciall 
only  in  the  ink  production.  So  to  compete  against  the 
big  companies,  our  company  has  developed  in  two  dir«| 
tions,  namely  research  and  development  along  a  tirj 
axis  and  overseas  expansion  along  a  space  axis. 

Could  you  explain  the  process  of 
research  and  development  followed  by] 
your  company? 

MASUDA:  Because  we  were  a  medium-si: 
company,  we  have  rarely  received  the  hui 
volume  orders  that  bigger  ink  makers  hai 
enjoyed.  But  the  orders  we  received  did  requi 
a  variety  of  inks  which,  in  turn,  required  higt" 
advanced  technology.  For  example,  we  had  ■ 
adjust  ingredients  of  the  inks  in  accordant 
with  specified  orders  of  our  clients.  It  wou, 
have  been  easier    for  us  to  sell  ready-maci 
inks,  but  we  preferred  to  accept  orders  i<\ 
many  products  in  small  lots.  This  has  helped  i| 
consolidate  our  present  position  in  the  industl 
of  high-vaiue-added  inks  that  require  techmf 
logical  potential. 

What's  behind  the  growth  of  th<l 
UV  ink  market? 


MASUDA:  In  our  view,  the  present  market 
growing  because  of  three  reasons.   Increase: 
awareness  about  the  influence  of  standard  inks  o 
the  environment,  the  impact  of  new  electron 
technologies  and  the  strong  demand  to  improv 
printing  productivity  from  our  major  customers. 

Do  you  mean  that  UV  ink  is 
compatible  with  the  natural  envl 
ronment? 

MASUDA:  Yes.  Our  UV  inks  dry  instantaneous 
ly  through  the  use  of  ultra-violet  rays,  anc 
therefore  do  not  release  volatile  ingredient 
such  as  solvents  into  the  air  nor  do  they  leavi 
these  ingredients  on  the  printing  substrates 
Traditional  inks  are  dried  by  releasing  solvent 
into  the  air  by  wind  or  heat.  We  can  say  tha 
our  UV  inks  are  compatible  with  the  environ 
ment  and  friendly  to  the  humans  who  ar» 
directly  in  touch  with  printed  matter.  This  i: 
why  UV  ink  is  often  used  in  packaging  for  fooc 
containers  and  pharmaceutical  products.  Print 
ing  companies,  which  are  our  customers,  bu) 
our  UV  inks  because  they  help  drastical!) 
improve  the  working  environment  in  printing 
factories. 
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JV  ink  increased  with  the  development 

9f  electronics? 
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MASUDA:  As  UV  inks  do  not  need  to  be  dried  by  air  or 

leat,  they  rennain  fixed  and  stable  on  sheets  and  slips  of 
m  )aper  that  are  electronically  treated.  They  have  been 
•  *ii  used  in  recent  years  for  magnetic  printing  of  pre-paid 
s  In  cards  (telephone  cards  and  toll  road  cards)  and  their 
W  applications  are  expanding.  Since  two  or  three  years 
4  |ago,  UV  ink  has  been  used  for  identification  ink  for  opti- 
cal fiber  cable  as  well  as  for  liquid  crystal  screen  color  filt- 
damler.  We  expect  that  the  application  of  UV  ink  will  further 
wou  expand  in  the  future. 
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Does  UV  ink  enhance  productivity? 


MASUDA:  Yes,  a  great  deal.  Printing  companies,  which 
are  our  direct  customers,  have  acknowledged  the  contri- 
bution of  UV  ink  to  improving  their  productivity.  We 
believe  that  this  factor  more  than  anything  else  expand- 
ed the  market.  The  traditional  printing  process  includes 
three  to  four  hours  of  drying  operation  which  requires 
large  drying  space.  In  a  country  like  Japan  where  land 
price  are  high,  this  considerably  increases  the  printing 
cost.  Using  UV  ink,  the  drying  time  can  be  reduced  to 
only  0.2  seconds,  which  in  turn  reduces  the  cost  of  both 
■o(i|  space  and  time.  As  for  the  package,  which  requires  con- 
)fOii  verting  after  printing,  the  converting  machine  can  be 
linked  directly  to  the  pnnting  machine  and  this  enhances 
the  overall  productivity  of  the  process. 


ivi 


How  do  vou  manage  to  maintain 
a  60%  share  in  the  face  of  intense 
competition? 

MASUDA:  "Drying  fast  and  easily"  has  long  been  the 
biggest  problem  in  printing.  UV  ink  has  perfectly  solved 
that  problem. 

However,  we  do  not  think  that  UV  ink  is  going  to 
replace  traditional  inks  in  traditional  areas,  but  rather  the 
demand  for  UV  ink  will  increase  in  the  areas  where  it  has 
been  believed  that  printing  itself  is  very  difficult.  Our 
company  has  developed  its  own  UV  ink  technology  and 
prides  itself  on  over  23,000  products.  We  have  built  the 
systems  of  sales  and  production  which  can  cope  with 
orders  for  many  different  products  but  in  small  quanti- 
ties. We  are  confident  that  our  company  will  continue  to 
dominate  the  market,  with  the  level  of  technology  we 
have  reached  and  the  systems  we  have  established  to 
meet  our  customers'  needs. 


The  flexo  press  for  low  cost 
beautiful  tag  and  label 
printing  is  also  developed 
by  T&K  TOKA. 


UV  curing  technique  is 
used  for  the  frontier 
technology  of  electronics 
such  as  optical  fiber. 


JAPAN'S 


COMPANIES 


UVink 


Traditional  ink 


Comparative  samples  show  the  UV  Ink's  instant  curing  on  aluminum  foil. 

Could  you  explain  how  your 
"globalization"  policy? 

MASUDA:  Although  our  company  has  a  history  of  50 
years,  we  were  latecomers  in  the  industry.  At  the  same 
time,  we  could  not  expect  a  significant  growth  within  the 
relatively  conservative  Japanese  market.  But  my  father  had 
once  worked  in  China  and  saw  Asia  as  a  promising  market 
and  immediately  began  exporting  to  countries  in  the 
region.  In  1969,  we  opened  a  branch  in  Hong  Kong  which 
was  used  as  our  base  for  oversea  sales  and  later  established 
a  joint  manufacturing  and  sales  company  in  Indonesia  and 
further  developed  our  business  abroad  during  the  next  26 
years.  Meantime,  we  also  established  manufacturing  and 
sales  subsidiaries  in  South  Korea,  Hangzou  China  and  Ban- 
gladesh. All  of  them  have  an  important  share  in  the  local 
market  and  are  profitable.  Also,  last  March,  we  established 
a  subsidiary  in  Guangzou,  China  which  mainly  supplies  ink 
and  lacquers  for  food  cans. 

What  are  your  prospects  for  future? 

MASUDA:  The  demand  for  UV  ink  will  surely  increase, 
because  it  meets  the  three  growing  needs  for  products 
that  are  environmentally  safe,  involve  electronics-based 
technologies  and  help  to  improve  productivity.  Also  the 
markets  in  Asia  are  growing  at  a  higher  rates  than  the 
Japanese  market.  I  do  believe  that  the  contribution  to 
our  consolidated  earnings  from  our  overseas  affiliates  will 
continue  to  increase.  We  will  maintain  our  customer- 
oriented  R&D  system  and  stick  to  our  management  poli- 
cy of  "Specialization  in  ink  business  &  Globalization  to 
Asian  market,"  which  will  allow  us  to  grow  with  our  cus- 
tomers. 


ADVERTISEMENT  10 


JAPAN'S 


COMPANIES 


ichiei  Co.,  Ltd.  is  Japan's  premiere  lender  to 
small  and  medium-size  enterprises  nation- 
wide. In  the  following  inter\/iew,  Kazuo 
Matsuda,  Nichiei's  founder,  president  and 
CEO,  talks  about  current  trends  in  the 
finance  industry  and  his  company's  present 
and  future  role  in  this  business. 

Your  company  was  recently  praised 
by  Japan's  leading  business  newspa- 
per for  its  stock-price  performance 
and  growth  prospects.  Why? 

MATSUDA:  One  reason  is  the  rapid  expansion  of 
our  branch  network  which  now  consists  of  182 
branches  nationwide  (as  of  Sept.  1997).  In  addi- 
tion, our  business  results  are  proving  better  than 
expected.  If  the  current  stock  price  is  a  reflection 
of  this,  then  I  couldn't  be  happier. 


I 


The  small  company  loan  business  is 
becoming  increasingly  competitive  r : 
with  some  consumer  lending  comp<  r  i 
nies  expressing  intention  to  enter    y  t 
the  market.  Does  this  concern  you? 


I 


Kazuo  Matsuda 

President  and  Chief  Executive  Officer 


Data  (as  of  March  31, 1997) 

(   Operating  Revenue 

■  Ordinary  Income 

■  Net  Income 


100,600 


78,974 


90,724 


68,763 


55,870 


51,500 


46,608 


38,507 


Net  Income  Per  Share:  V425  22 
Dividend  Per  Share:  V65  00 
Return  on  Equity:  21  20% 


28,191  I  I 

21  367  ■  I  ■  23,831 

■■  I  1 19,043  I  . 
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25,700 


3/94  3/95 

(millions  ol  yen) 


3/96 


3/97  3/98* 

('estimate) 


Date  of  Establishment:  Marcfi  17, 1970  Markets:  Tokyo  Stock  Excfiange  (tfie  First  Section) 

Total  Assets:  ¥486,829  million  Osaka  Stock  Excfiange  (the  First  Section) 

Number  of  Shares  Outstanding:  56,046  thousands  Kyoto  Stock  Exchange:  8577 

Data  of  Stock-Exchange  Listing:  Sep  2, 1 996       Number  of  Employees:  1 ,969 

NJchlei  Co.,  Ltd. 

Address:  60-Banchi,  Goshonouchi-nakamachi,  Shichi|o,  Shimogyo-ku,  Kyoto  600,  Japan 

Telephone:  075-321-6161 

URL  http://www  KYOTO-nichiei.co.jp 


MATSUDA:  Our  company  prides  itself  on  beii] 
a  banking  partner  with  our  customers.  It's  tak 
years  to  build  up  this  trust  and  confidence.  Y 
also  need  an  aggressive  business  strategy  to  s 
vive  in  this  business  involving  strict  risk  mana 
ment  and  credit  screening.  Also,  the  collecti 
system  for  small  business  loans  is  quite  differe 
from  consumer  credit.  It  still  takes  time  and  mo 
ey  before  the  consumer  lending  companies  esta 
lish  their  business  system  and  acquire  the  knov' 
how.  So  I  don't  think  that  they  pose  any  serioi 
threat  to  us,  at  least  for  the  immediate  future. 

With  the  start  this  year  o 
Japan's  Big  Bang  financial 
reforms,  what  are  the 
prospects  for  increased 
competition  from  the  big 
commercial  banks? 

MATSUDA:  Since  I  once  workef' 
for  a  bank,  I  can  understand  ver: 
well  their  attitude  about  this  bus 
ness.  They  have  generally  shie 
away  from  small  loans  and  conr| 
mercial  bill  discount  because  thi 
business  requires  too  much  tim 
and  labor  to  develop  and  main 
tain.  In  addition,  with  Big  Ban( 
in   view,   Japanese   banks   witi 
huge  amounts  of  bad  loans  an 
trying  to  rectify  their  ratio  of  ne 
worth  and  strengthen   interna 
tional  competitiveness  and  an 
therefore  very  prudent  in  lendinc 
money  to  small  and  medium 
size  enterprises.  I  think  this  wil 
further  increase  business  opportu 
nities  for  Nichiei.  Financial  dereg 
ulation  will  also  make  it  easier  foi 
us  to  procure  money.  Given   out 
experience,  knowledge  and  past 
record,  I  am  confident  that  we 
will  be  able  to  compete  effective- 
ly and  continue  to  grow. 

What  are  your  imme- 
diate goals  for  Nichiei? 

MATSUDA:  Our  immediate  goal 
aims  at  achieving  500  billion  yen 
worth  of  outstanding  loans  by 
the  end  of  next  March.  We  also 
expect  that  our  company  will 


!lr:f 
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open  18  new  branches  to  have  200  branch- 
es nationwide  and  increase  the  number  of 
^'"'' 'client  companies  from  80,000  to  over 
■'*•  100,000  by  the  end  of  November  1997.  We 
'™  have  therefore  set  a  new  mid-term  goal, 
*  which  is  to  establish  a  nationwide  network 
'^™  of  300  branches  and  expand  our  outstand- 
™  ing  loan  portfolio  to  over  1  trillion  yen  by 
^"  the  year  2003.  As  we  get  bigger  in  size,  it 
"Mwill  be  increasingly  difficult  for  the  head 
™!  office  to  control  everything  alone.  So  we 
want  to  strengthen  core  branches  in  each 
region  of  the  country.  As  a  part  of  this  effort, 
new  buildings  for  Osaka  and  Fukuoka 
branches  are  under  construction.  Later,  we 
hope  to  build  new  branch  office  buildings  in 
Sapporo,  Tokyo  and  Nagoya. 

What  is  ^our  message  to  stockhold- 
ers and  investors? 

MATSUDA:  Our  company  has  always  given  pri- 
ority to  its  investors  and  employees.  We  want 
to  preserve  our  originality  as  a  venture  busi- 
ness and  try  to  redistribute  the  profit  to  our 
stockholders.  For  the  previous  term,  we  paid  a 
65  yen  dividend  per  stock,  but  we  will  try  to 
increase  this  in  future  to  provide  a  maximum 
profit  for  our  stockholders. 

One  of  the  characteristics 

of  your  company  is  that  25%  of 

shares  are  held  oy  foreign  invetors. 


What  does  this  mean  to  you? 


MATSUDA:  We  view  this  as  a  vote  of  con- 
fidence by  the  global  investment  community 
in  our  business.  The  high  ratio  of  shares  held 
by  foreigners  means  that  they  have  not  been 
influenced  by  some  kind  of  hand-made  image 
or  reputation,  but  have  decided  to  invest 
based  on  an  adequate  and  correct  analysis  of 
our  company's  business  performance  and 
growth  prospects. 

What  are  your  hopes  and 
expectations  in  aavance  of  the  start 
of  the  Big  Bang'  financial  reforms 
this  year/ 

MATSUDA:  I  hope  that  this  will  give  us  an 
opportunity  to  consolidate  our  position  in  our 
industry  as  the  leading  finance  company  in 
japan.  Twenty  years  ago  when  I  predicted 
what  Nichiei  would  be  today,  nobody  would 
believe  me.  While  most  of  non-banking  institu- 
tions were  oriented  to  mortgage  credits  and 
the  big  banks  focused  on  their  larger  corpo- 
rate clients,  we  focused  on  our  market  and 
stuck  to  our  own  way  of  doing  business, 
which  took  time  and  labor.  But  we  did  not 
lose  our  way  in  the  short-lived  bubble  econo- 
my and  managed  to  establish  a  solid  founda- 
tion in  the  small  company  loan  market.  And  i 
am  convinced  that  as  long  as  we  continue  to 
do  things  our  way,  both  our  company  and  the 
market  will  continue  to  grow. 
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n  the  ongoing  global  effort  to  provide  simpler,  more 
efficient  and  less-expensive  medical  equipment,  a 
small  but  hjghily  sopfiisticated  Japanese  company  has 
quietly  taken  the  lead  in  developing  new  blood  pres- 
sure monitoring  systems  that  are  revolutionizing  hospi- 
tal and  home  health  care. 
Named  after  the  Spanish  word  for  bob-white  quail,  a  bird 

Product  Category  Development 

Korotkoff 
Sound  Method 


Osciliometric  Method 

(1979:  First  in  Japan) 


COMPANIES 


Fullv  Automatic 
■  BPM 
(1994) 


I 


Tonometry  Method 

(1988:  First  iii  the  World) 


HASTE  Function 
(1997:  First  in  the  World 


Predicting 
Function 

MONEO 

Autonomic 
nervous  system 


Market 


Colin  President  Masayuki  Shinoda  and  Executive  Vice  President 
Masami  Goto  head  the  company's  drive  to  provide  better, 
lower-cost  medical  care  products  around  the  world. 
On  the  wall  behind  them  is  a  San  Antonio  Proclamation 
designating  Shinoda  honorary  mayor  of  the  historic  Texas  city. 


Masayuki  Shinoda 
President  (Left) 

Masanni  Goto 

Executive  Vice  President  (Right) 


Dat3(asofNovember30,1996) 


7,112 


Net  Sales 
I  Ordinary  Income 
I  Net  Income 


8,632 


755 


9,023 


179 


Net  Income  Per  Share:  V53  29 
Dividend  Per  Share:  V1 000 
Return  on  Equity:  9 10% 


h 


49        38 


3/94 


11/94 


179 

I 


9,250 


794 


447 


I 


356 


II 


11/95 


(millions  of  yen) 


11/96         11/97 

(•estimate) 


Date  of  Establishment:  Feb  4. 1975 

Total  Assets:  ¥9,569  million 

Number  of  Shares  Outstanding:  8,405  thousancjs 


Data  of  Stock-Exchange  Listing:  Nov  5 

iVIarkets:  JASDAQ:  6872 

Number  of  Employees:  173  ( f\/lay  1997) 


1997 


COLIIM 


Address:  2007-1  Hayashi.  Komaki-City.  Aichi  485.  Japan 
Telephone:  0568-79-1 121 


CORPORATION 


that  is  both  agile  and  powerful  in  flight  and  is  prolific  in  the  a< 
tion  of  offspring,  Colin  Corporation  has  over  the  past  two 
ades  assumed  the  leading  position  worldwide  in  pioni 
new  medical  technologies  in  the  field  of  blood  pressure  mea: 
ment  oscillometry,  stress  test  and  ambulatory,  and  tonoi 
are  some  of  the  major  areas  Colin  has  pioneered  and  develoi 
Colin  Medical  Instruments,  Corp.,  the  headquarters  for  /\merii 
operations  located  in  San  /\ntonio,  Texas  is  one  of 
company's  thriving  "offspring." 

"Our  goal  is  quite  simple,"  says  Masayi 
Shinoda,  president  and  founder  of  the  comparj 
headquartered  in  Komaki  City,  near  Nagoy 
"We  want  to  provide  better  health  care 
reduced  costs  for  people  around  the  world." 

Since  its  founding  in  February  1975,  Col" 
has  grown  steadily  in  the  blood  pressure  mor 
toring  field,  establishing  its  global  leadership 
a  dominant  provider  of  state-of-the-art,  nor 
vasive   blood   pressure   monitoring   syste 
based  on  osciliometric  measurements. 

In  1994,  the  company  Colin  strengthened 
market  position  in  japan  with  the  introduction 
its  patented  series  of  Tonometric  blood  pressu 
monitors,  hailed  as  the  most  advanced  noninv. 
sive  systems  of  their  kind  because  they  elimina 
the  dangers  of  contamination  and  disease  (such 
AIDS)  from  standard  invasive  procedures,  whici 
rely  on  catheters  inserted  into  patients'  arteries 

Tonometric  equipment  can  record  vital  med 
cal  data  easily,  accurately,  and  without  risk  ( 
bodily  injury  to  the  patient.  Actually,  Tonome 
try  can  be  used  not  only  for  blood  pressur 
measurement  but  also  for  pulse-wave  analysi: 
which  gives  clues  for  medical  diagnosis  further  i 
advance. 

Other  present  and  future  products  include 
computer-linked  stress  test  system  that  mon 
tors  the  vital  signs  and  sets  "safety  limits"  fo 
exercisers;  adaptable  vital  signs  monitors  tha 
assist  the  nursing  staff  in  watching  both  criti 
cial  and  noncritical  patients;  an  "early  warn 
ing"  or  "prediction"  Moneo  monitoring  sys 
tem,  based  on  HASTE  (Harmonized  Aler 
Sensing  Technology),  that  provides  doctor 
with  information  about  patient's  heart  rate 
blood  circulation  and  other  vital  signs;  a  quick 
noninvasive  and  inexpensive  method  of  diag 
nosing  autonomic  nervous  system  functions;  i 
computer-connected  blood  pressure  measur 
ing  device  that  can  accumulate  two  years 
vital  statistics  on  numerous  users;  a  watch-like 
gadget  a  person  can  wear  during  exercise  oi 
daily  activity  that  warns  the  wearer  of  over 
exertion;  and  a  new  diagnostic  machine  thai 
provides  more  accurate,  comprehensive  infor 
mation  about  cardiac  circulation  at  a  lower 
cost  than  present  machines  and  reduces  the 
risk  of  over-medication  and  infections. 

Colin  continues  to  pioneer  new  medical  technolo 
gies  in  cooperation  with  several  of  the  top  research 
organizations  in  the  U.S.  and  around  the  world. 
"We  want  to  be  a  partner  in  global  medical 
care,"  says  Shinoda. 
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seen  as  promising  markets  for  laser  welding  and  marking 
equipment  in  the  future. 

As  for  the  overseas  strategy,  Miyachi,  after  establishing 
a  sales  base  in  South  Korea  in  1991,  acquired  in  1994 
Unitek  Equipment  in  the  US.  Then,  in  1995,  it  purchased 
four  companies  of  Weld-Equip  Group  for  manufacturing 
and  selling  precision  welding 
equipment  to  ensure  itself  a  pro- 
duction base  in  Europe. 

"Overseas  markets  will  be  the 
main  source  of  our  future 
growth,"  he  says.  "And  the  U.S 
will  be  at  the  center  of  this 
growth,"  he  continues,  adding: 
"We  believe  we  can  drastically 
increase  our  U.S.  sales  over  the 
next  years,  especially  in  the  laser 

welding  area." 

Laser  Marking  Equipmeru 


"  f  you  ask  Takashi  Jochi,  president  of  Miyachi  Technos 
Corp.,  the  only  manufacturer  of  both  laser  and  resist- 
ance equipment  in  the  world  and  a  leading  supplier  of 
laser  welding  equipment,  about  his  global  business 
plans,  conversation  quickly  turns  to  the  United  States. 
While  some  Japanese  manufacturers  have  had  prob- 
'^'^  lems  getting  a  foothold  in  the  U.S.  market  or  entered 
■•^1  artnerships  with  U.S.  companies  that  proved  less  than 

jccessful,  Jochi's  experience  -  a  10-year  relationship  with 

nitek  Equipment  Inc.  (present  Unitek  Miyachi  Corp.),  a 

lonrovia,  Calif,  -based  manufacturer  of  resistance  weld- 
''^g  equipment,  followed  by  its  99.9%  acquisition  in  1994 

ihas  been  more  than  positive. 
While  Miyachi  exports  about  a  third  of  its  production. 
Col  ivo-thirds  of  which  go  to  Asian  markets,  the  U.S.  is  at  the 
"Ofbre  of  the  company's  global  strategy,"  Jochi  says.  "The 
'Pi LS.  is  our  largest,  most  sophisticated  and  most  import- 
1™  nt  market,"  he  explains,  "and  our  acquisition  of  Unitek 
lien-iree  years  ago  proved  very  fortuitous."  The 

ompany  was  especially  lucky  to  appoint  as  the 
fi''alifornia  firm's  U.S.  president  Jack  D.  Lantz, 
i"i(ji/ho  Jochi  describes  as  an  "extremely  capable 
»}nd  resourceful  executive  and  the  main  reason 
«|\/hy  we  are  profitable  in  the  U.S.  today." 
wl|  Together  with  three  engineering  friends,  the 
't'liliow  57-year-old  Jochi  founded  the  company 
*Vhich  would  be  present  Miyachi  Technos  Corp. 
">■  )n  Arakawa  Ward,  Tokyo,  in  1972.  Over  the  past 
ledi^S  years,  the  company  has  become  a  leader  in 
ct)ioneering  new,  lower-cost  precision  joining  " 

Equipment  used   by  the  electronics,   autos, 

Inachinery  parts  and  equipment  and  other 
« Industries  involving  both  traditional  resistance 
ffiilA^elding  and  new  state-of-the-art  laser  welding 

techniques.  The  company's  WELD  CHECKER 
iciline  of  monitoring  equipment  is  particularly 
oniivell-known  and  popular.  And  a  new  line  of  laser 
fo'hfiarking  equipment  is  finding  increasing  favor 
!te  among  cost-  and  environmental-minded  com- 
fit puter  makers  and  other  users. 
»'  "It's  been  a  succession  of  pleasant  surprises," 
syi- Jochi  says,  looking  back  over  the  past  quarter 

century.  Between  September  1 994  and  Septem- 
ber 1 997,  Miyachi's  parent  net  sales  have  grown 

by  more  than  1 3%  annually,  reaching  an  estimat- 
ed 5  billion  yen,  while  after-tax  profits  have 
ij  jumped  about  9-fold  to  400  million  yen  over  the 
;>lsame  span.  During  the  fiscal  year  that  ended  Sep- 
uMtember  1997,  consolidated  sales  are  estimated  to 
ot  have  increased  up  to  8.7  billion  yen.  In  celebra- 
tion of  its  twenty-fifth  anniversary  this  year, 

Miyachi  went  public  last  June  20,  registering  its 

shares  on  Tokyo's  over-the-counter  market. 
While  the  traditional  resistance  welding  end  of 

the  business  has  grown  slowly  in  recent  years, 

the  company's  laser  equipment  continue  to  find 

new   and   growing    markets   in    Japan    and 

overseas.  Laser  equipment  sales  for  the  term 

ending  September  1997  accounted  for  the  first 

time  for  more  than  half  of  Miyachi's  sales. 

And  while  Asia  consumes  about  two-thirds  of 
the    /-omr,arn/'c    Qvr„^rt-c:    (r^r^ctu,    rQcict:.^^^      AddrBSs:  3F  Koyostia  BldQ.,  5-48-5  Higashinippofi,  Arakawa-kujokvo  1 16 Japsn 
the    company  s    exports    (mostly    resistance-     Telephone:  03  3891-2211 

welding  equipment),  the  U.S.  and  Europe  are     Uniiek  Miyachi  Corp  URL  http://www.  umc  2.  com/ 
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JAPAN'S 


COMPANIES 


Takashi  Jochi 

President 

Dat3  (as  ol  September  30, 1996) 

3,594 

3.406 

4,210 

4,220 

• 

5.000 

•  Net  Sales                                     • 

■i  Ordinary  Income 
■  Net  Income 

• 

836 

1 

Net  Income  Per  Share:  V91  73 
Dividend  Per  Share:  V7  50 
Return  on  Equity:  981% 


9/93  9/94 

(millions  ot  yen) 


9/95 


9/96 


9/97* 

(•estimate) 


Date  of  Establishment:  Feb  15, 1972 

Total  Assets:  ¥5,016  million 

Number  ol  Shares  Outstanding:  3,763  ttiousands 


Data  of  Stock-Exchange  Listing:  June  20, 1997 

Markets:  JASDAQ:  6885 

Number  ol  Employees:  157  (Marcti  1997) 


Miyachi  Technos  Corporation 


■:^'>^:^HJ.ilil;li'IJ 


The  worm  in  the  apple 


BY  JERRY  FLINT 


Jerr^  r,,r,:. 
a  former  FORBES 
Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


Detroit's  profits  are  strong.  The  prices  of 
big  three  stocks  aren't  bad.  The  outlook  for 
next  year  is  good,  too. 

But  the  big  story  is  in  the  market  share 
numbers,  and  they  ain't  good.  Four  often  car 
sales,  40%,  are  going  to  foreign  nameplates. 
The  foreign  company  share  is  rising:  up  a 
point  and  a  half  in  the  past  year  alone.  The 
bestselling  car  this  year  will  be  the  Toyota 
Camry.  If  the  cars  going  to  rental  fleets, 
mosdy  big  three  models,  were  pulled  out,  the 
foreign  share  would  be  even  higher. 

This  is  not  necessarily  bad  for  the  balance 
of  payments  or  for  American  \^•orkers:  Most 
of  the  foreign-badged  cars  are  built  here. 
But  it  is  a  tremendous  sign  of  \\eakness 
that  Detroit's  big  three  cannot  defend  their 
home  market. 

Even  in  light  trucks,  minivans,  utilit)'  vehi- 
cles and  pickups,  foreign  entries  are  chipping 
away.  Detroit's  share  was  85%  of  the  market, 
but  it  is  \\'orking  its  ^\"ay  do\\n  toward  80%. 
There's  a  new  Toyota  minivan,  built  in  Ken- 
tucky. Honda  will  ha\e  a  new  Canadian- built 
mini\'an.  A  new  Toyota  plant  to  build  big 
pickups,  100,000  a  year,  is  going  up  in  Indi- 
ana. Buyers  are  lining  up  at  Mercedes  show- 
rooms for  the  ne\\'  M-class  four-wheeler. 
Honda's  and  Toyota's  smaller-car-based  sports 
utilitx'  vehicles — the  CR-\'  and  RA\^4,  which 
sell  for  about  S2 0,000 — are  still  unchallenged 
by  Detroit. 

I  mean,  hey — this  in  the  middle  of  a  car 
boom.  WTiat  happens  when  the  cars  sell  12 
million  a  year  instead  of  15  million.' 

WTiat  do  these  foreign-nameplate  cars  built 
by  U.S.  labor  have  that  Detroit  doesn't  have.- 
St\'le,  technology-,  prestige  and  resale  value. 

SD,'le  is  a  matter  of  opinion,  so  let's  talk 
technology'.  Five-speed  automatic  transmis- 
sions, all-wheel  drive  for  cars,  new  combined 
mianual/automatic  transmissions,  engines  wixh 
variable  valve-timing.  That's  a  sophisticated 
control  system  that  produces  more  power 
smoothly  and  economically.  You  find  these 
technologies  in  the  German  and  Japanese  cars. 
Rarely  in  Detroit  cars. 

Of  course,  our  cup  holders  are  better. 

I  asked  the  chief  executive  of  a  Detroit 
automaker  about  technolog)-,  and  he  didn't 
think  it  mattered  much.  It  was  currenc)'.  The 
weaker  yen  and  dm  gave  foreigners  an  edge. 


Oh,  come  on,  fellows.  You  can't  lean  on 

that  one  fore\  er.  Not  when  the  foreigners  do 
so  much  building  and  assembling  right  here. 

There's  a  new  wave  of  qualitx'  (meaning 
$20,000  or  so)  small  cars  being  created  in 
Europe.  Might  we  want  some  in  .•\merica.' 
No,  he  said,  .\mericans  don't  want  cars  like 
that.  Fve  got  a  hunch  he's  wrong.  Big  and 
qualit)'  are  no  longer  automatically  associated 
in  the  American  mind. 

General  Motors  is  doing  a  fine  job  of  cutting 
costs.  It's  done  by  designing  the  new  vehicles 
for  easier  assembly,  and  b\-  outsourcing  more 

It  is  a  tremendous  sign  of  weakness 
that  Detroit's  big  three  cannot 
defend  their  home  market. 


parts.  But  I'm  afi-aid  GM  has  become  so  focused 
on  costs,  it  is  neglecting  marketing.  Someone 
decided  that  Cadillac  didn't  need  a  utilit\'  vehi- 
cle. So  wh)'  do  Mercedes,  Nissan,  Toyota,  Lin- 
coln bring  out  luxury  utilit\'  vehicles? 

In  the  1997  model  year  GM  was  down  to 
30.1%  of  car/ truck  sales,  fi-om  32%  in  the 
1996  model  year. 

Ford:  The  trucks  are  hits — the  Explorer,  the 
Expedition,  the  Lincoln  Na\igator,  the  F 
series  pickups,  all  big  winners.  But  Ford  has 
not  scored  in  its  car  lines  since  the  earlier 
Taurus.  Nearly  half  the  Taurus  sales  go  to 
fleets  at  bargain  prices.  The  Contour  never 
lived  up  to  expectations.  The  Escort  has  fallen 
fi-om  first  to  third  place  in  its  class. 

Ford's  ne\\-  president,  Jac  Nasser,  is  action- 
oriented.  He  has  hired  a  staling  director  fi-om 
outside  the  company,  a  stunning  mo\e.  At 
least  Ford  seems  to  understand  the  seriousness 
of  the  situation. 

Chrysler.'  Both  Toyota  and  Honda  are  out- 
selling Chrysler  in  cars  this  year.  Competition 
is  cutting  into  Jeep  and  minivan  sales.  There 
are  strong  points:  A  new  four-\\heeler,  the 
Dodge  Durango,  just  moving  to  sho\\TOoms, 
win  make  up  for  sales  losses  on  the  aging  Jeep 
Grand  Cherokee.  The  neu'  four-door  Ram 
pickup  looks  like  a  winner.  But  Chrysler's 
qualit}'  reputation  doesn't  match  the  designs. 

Though  I  ha%e  enormous  respect  for 
Toyota  and  Honda,  Mercedes,  BM\v  and  \'\v,  I 
can't  help  cheering  for  the  home  team.  But 
cheers  aren't  enough.  ^M 
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No  free  coffee. 

No  free  office  supplies. 

No  free  phone  calls. 


Just  freedom 


•*.  * 


\  \ 
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X^ 


~    Introducing  the  Smith  Corona  Work  Anywhere  Phone!"  It's  cordless.  It  lets  you  know  who's  calling: 
It  remembers  the  numbers  of  your  favorite  people.  It's  part  of  a  new  line  of  powerful  products  made 
'■"•    for  the  home  and  small  office.  They're  not  for  everybody  But  neither  is  freedom. 


^  .^^^ 


•Requires  a  service  subscription  offered  by  your  local  phone  company. 
Not  available  on  all  models.  ©1997  Smith  Corona  Corporation. 


'^  Smith  Corona 

The  way  you  want  to  work 


The  FDA  isn't  the  only  federal  bureaucracy  that  can  choke  off  the  flow 
of  medical  technology.  Witness  VidaMed's  struggle  to  improve 
the  treatment  of  prostate  enlargement. 

The  other  bottleneck 


By  Gloria  Lau 

Are  you  a  man  over  the  age  of  50? 
Thirteen  million  American  men  suffer 
from  benign  enlarged  prostate.  This 
affliction  makes  it  difficult  to  urinate 
and  can  cause  kidney  and  bladder 
damage.  Your  options,  if  that's  your 
diagnosis:  surgery,  drugs  or  trying  to 
live  with  the  ailment.  All  three 
choices  have  serious  drawbacks 
or  side  effects. 

There's  a  fourth  option, 
offered  by  VidaMed,  Inc.,  a 
development-stage  company  in 
Fremont,  Calif.  VidaMed's 
system  employs  a  handheld 
probe  that,  when  inserted  into 
the  urethra,  uses  radio  waves  to 
heat  and  shrink  the  swollen 
gland.  VidaMed  says  it  has  stud- 
ies showing  its  procedure  is 
quicker,  costs  40%  less  and  has 
fewer  aftereffects  than  traditional 


VidaMed  has  run  through  $40 
million  over  five  years  developing  and 
testing  its  transurethral  probe  and 
monitor  (priced  at  $39,000).  With 
only  $6  inillion  in  die  bank  as  of  June 
30,  it  has  to  somehow  hang  in  there 
until  it  gets  Medicare  approval,  and 


VidaMed,  Inc. 's  James  Heisch 

Still  waiting  for  Medicare  to  okay  reimbursement 


surgery. 

But  if  you  get  the  diagnosis, 
you  may  not  get  a  chance  to 
consider  the  VidaMed  option.  A 
bureaucracy     in     Washington 

stands  in  the  way.  No,  it's  not  the  that's  not  due  until  at  least  January. 
Food  &  Drug  Administration,  which  You  may  have  thought  that  Con- 
approved  the  VidaMed  instrument  a  gress  defeated  President  Clinton's 
year  ago.  It's  Medicare.  proposal  for  national  health  insur- 

Medicare's  bureaucrats,  working  ance,  but  to  a  large  degree  we  already 

with  counterparts  at  the  American  have  it.  Medicare's  procedure  codes 

Medical  Association,  have  to  assign  a  are  an  outgrowth  of  a  control  regi- 

payment  value  to  each  new  procedure  men  that  Washington  has  imposed 

before  taxpayers  will  reimburse  doc-  gradually  over   the   last   15   years, 

tors  for  using  it.  And  not  only  is  Before,  the  government  paid  doctors 

Medicare  the  nation's  biggest  health  and  hospitals  based  on  their  costs, 

insurance  outfit,  most  private  insurers  but  that  got  too  expensive, 

take  their  cue  from  its  guidelines.  "The  ultimate  gatekeeper  these 

Whereas  25  years  ago  FDA  approval  days  is  the  insurance  industry,  not  the 

virtually  guaranteed  reimbursement.  Food  &  Drug  Administration,"  says 

today  few  physicians  or  hospitals  will  Wayne  Roe  of  Covance  Inc.,  a  firm 

risk  using  an  expensive  remedy  until  that  advises  high-tech  medical  com- 

they  know  insurers  will  pay  them,  panics     on     how     to     deal     with 

Most  men  with  enlarged  prostates  are  Medicare's  vague  requirements.  "The 

over  65,  so  Medicare's  policy  is  criti-  real  message  is  plan  your  studies  and 

cal  to  the  survival  of  VidaMed.  tests  with  an  idea  of  what  the  payers 


need  and  want,  not  just  what  the  fda 
wants  or  what  doctors  want." 

There's  a  catch  22  in  the 
Medicare  approval  process,  says  Can- 
dace  Littell,  a  consultant  on  insur- 
ance coding  from  Woodstock,  Va.  A 
company  can't  get  reimbursement 
unless  it  shows  "substantial  use" 
by  the  medical  community.  But 
it's  not  going  to  get  substantial 
use  if  Medicare — and,  by  exten- 
sion, many  private  insurers — 
won't  pay  for  it. 

So  innovators  can  get  stifled, 
even  if  they  have  superior  prod- 
ucts, interested  physicians  and 
FDA  approval.  Guidant  Corp.  had 
a  hard  time  ten  years  ago  when  it 
introduced  the  country's  first 
implantable  defibrillator,  a  pager- 
size  device  that  treats  life-threat- 
ening heartbeat  irregularities.  The 
makers  of  coronary  stents,  which 
keep  arteries  open  after  angio- 
plasty, had  the  same  problem. 

That's  why  many  upstarts, 
facing  intolerable  delays,  end  up 
selling  out  to  larger  rivals  like 
Medtronic  Inc.  or  Boston  Scientific 
Corp.  "How  many  companies  can 
afford  to  spend  tens  of  millions  and 
still  not  have  Medicare,  the  highest 
level  of  reimbursement.^  Not  many," 
says  VidaMed's  chief  executive,  James 
Heisch. 

While  waiting  for  Medicare's  seal 
of  approval,  VidaMed  has  been  peti- 
tioning insurers  and  hmos  one  by 
one  to  pay.  Tenet  Healthcare  Corp., 
the  nation's  second-largest  hospital 
chain,  has  okayed  the  VidaMed 
device  for  39  of  its  131  facilities, 
gambling  on  getting  reimbursement 
later.  That  means  an  initial  $1.5  mil- 
lion life  blood  for  Heisch 's  company. 
It  may  be  enough  to  keep  the 
patient  alive  until  Medicare  comes 
through.  ^ 
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When  it  comes  to  doing  business  in  Brazil,  all  you 
have  to  do  is  contact  BNDES.  It's  a  lot  more  than  a 
development  bank;  BNDES  is  an  open  door  to  the 
Brazilian  economy.  1996  total  disbursements  of 
US$  9.6  billion,  total  assets  of  US$  45  billion  and 
equity  of  US$  10  billion,  backed  by  45  years  of 
experience,  the  most  up  to  date 
information  on  regions,  sectors, 
groups  and  companies,  plus  our 
BNDES^^       market     analysis     capabilities 

BRAZILIAN 
DEVELOPMENT  BANK 


BNDES 

THE  PASSWORD 
TO  BRAZIL. 

THE  NEW  LAND 
OF  OPPORTUNITY. 

mean  that  BNDES  can  provide  all  the  support  you 
need  for  profitable  investment  in  Brazil.  In  addition, 
BNDES  is  responsible  for  the  government's  National 
Privatization  Program,  which  offers  a  wide  range  of 
options  for  good  investments.  With  BNDES  at  your 
side  you'll  discover  that  Brazil  is  more  than  a 
growing  country,  it  is  the  new  land  of  opportunity. 


Planning   and 
Budget  Ministry 


ITS    BRAZIL'S    TIME 


http://www.bndes.gov.br      AV.  REPUBLICA  DO  CHILE,  100  CEP  20.139.900  RIO  DE  JANEIRO  -  RJ  -  BRAZIL. 


GROWING  UP  IS  RISKY  BUSINESS 


W^  Need  to  Equip  Our  At-Risk 
Youngsters  to  Beat  the  Odds 


Let'sJ^G^mble^ 


rica's  Youth 


l: 


Dennis  Chookaszian, 
Chairman  and  CEO.  CNA 


ife  has  no  guarantees,  but  CNA 
.doesn't  believe  in  leaving  ttiings 
completely  to  ctiance  —  especially 
when  it  comes  to  America's  youth. 
CNA  believes  America's  youth  is  at 
risk  today  as  never  betore.  But  we 
realize  that  one  voice  alone  is  not 
enough  to  achieve  lasting  change. 
That's  why  we're  encouraging  other 
businesses  to  join  us  in  overcoming  the  obstacles  that  can  prevent  our  chil- 
dren from  achieving  their  full  potential. 

We  can't  control  all  the  risks  our  children  face.  Illness  and  accidents  are 
unpredictable.  But  we  can  give  them  a  better  shot  at  the  future  by  working 
with  communities,  businesses,  government  and  individuals  to  reduce  the 
risks  that  we  can  control  —  risks  related  to  poor  education  or  unsafe  envi- 
ronments at  home  and  school,  for  example. 

Together,  we  can  help  provide  America's  youth  with  safe,  stimulating 
environments  in  which  to  grow  and  thrive.  Through  our  business  units, 
CNA  insures  personal  and  commercial  customers,  including  schools  and 
municipalities.  Through  our  employees'  volunteer  efforts  and  corporate 


I 

4 

i 

contributions,  we  support  a  host  of  initiatives,  such  as  scouting  and 
MATHCOUNTS,  a  national  competition  to  promote  the  math  skills  of  our 
youth.  In  1981,  CNA  also  adopted  Chicago's  Mark  T  Skinner  Classical 
School.  We  provide  financial  support  and  Junior  Achievement  employee 
volunteers  for  the  elementary  school,  and  even  helped  fund  a  trip  to  Japan 
for  a  teacher  who  was  awarded  a  Fulbright  scholarship. 

But,  important  as  they  are,  our  past  efforts  are  not  enough.  We  must  work 
together  to  provide  a  nourishing  environment  in  which  children  can  flourish. 
That's  why  CNA  is  endorsing  and  joining  the  efforts  of  America's  Promise, 
chaired  by  General  Colin  Powell.  America's  Promise  is  reinvigorating 
America's  commitment  to  youth  by  outlining  specific  challenges  we  can 
accept.  For  our  part,  CNA  is  committed  to  rebuilding  playgrounds  around 
the  nation  that  have  become  stumbling  blocks  —  rather  than  building 
blocks  —  for  our  children's  development. 

CNA  marked  its  100th  anniversary  this  year  on  December  4.  During  this 
past  year,  we've  reminded  agents,  customers  and  employees  alike  that  CNA 
has  built  its  business  by  managing  risks.  All  success  begins  with  some 
degree  of  risk,  but  eliminating  potential  danger  increases  the  odds  of  suc- 
cess. Some  gambles  are  worth  taking;  some  are  not.  Growing  up  shouldn't 
be  left  to  chance. 


A  series  on  important  public  policy  issues 
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Pulling  Together  JQL'iiMti 


Can  a  little  red  wagon  carry 
2  million  kids?  Sure  it  can,  il 
millions  of  caring  Americans  like  us 
all  pull  togettier.  Ttiat  is  the  princi- 
ple behind  the  new  campaign  to 
help  young  people  that  I  currently 
chair:  America's  Promise"  The 
Alliance  for  Youth. 

Most  American  kids  today  are 
doing  fine;  they  have  the  love,  the 
care  and  the  nurturing  they  need  to 
grow  up  into  confident  and  capable 
adults.  But  there  are  also  millions  of 
kids  in  this  country  who  are  not  so 
lucky.  These  are  kids  who  are  at  risk  of  growing  up  neglected,  uneducated  and 
drug  addicted.  Many  are  casualties  of  street  violence  or  weighed  down  with  the 
responsibilities  of  child-rearing  while  they  are  still  children  themselves. 

Unless  we  help  these  kids  right  now,  they  may  grow  up  unfit  for  any  kind  of 
life  except  dependency  or  crime.  Some  of  them  may  not  grow  up  at  all. 
Fortunately,  there  is  an  answer.  America's  Promise  has  identified  the  five 


General  Colin  L.  Powell, 
Chairman,  America's  Promise 

AMERICA'S  Promise 

'nii;^\i.i.i.\N(:i.  For  Youiii 
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basic  resources  that  our  kids  need  to  make  it  in  today's  world.  These  five 
resources  are:  an  ongoing  relationship  with  a  caring  adult;  safe  places  and 
structured  activities  during  nonschool  hours  to  help  children  learn  and  grow; 
a  healthy  start  and  a  healthy  future;  a  marketable  skill  through  effective  edu- 
cation; and  an  opportunity  to  give  back  through  community  service. 

We  want  to  equip  2  million  at-risk  youngsters  with  a  complete  set  of  these 
five  resources  by  the  end  of  the  year  2000. 

There  is  a  lot  riding  on  our  little  red  wagon  right  now.  If  we  can  rescue 
2  million  disadvantaged  kids  in  the  next  three  years  and  give  them  a  decent  start 
in  life,  we  will  know  that  we  can  do  the  same  for  every  at-risk  child  in  America. 

To  get  involved,  call  us  at  1-888-55-YOUTH. 


For  AH  the  Commitments  You  Make' 


CNA  is  one  ot  the  leading  insurance  organizations  in  the  United  States.  Active  in  a  broad  line  ol  insur- 
ance business,  CNA  has  100  years  of  experience,  assets  ot$61  billion  and  stockholders'  equity  olS7. 1 
billion  as  ol  December  31.  1996.  CNA  is  a  registered  service  mark  of  the  CNA  Financial  Corporation. 
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A  Century  of  Commitment 


From  chess  master  to  entrepreneur:  Alan  Trefler  is  finding  that  business  poses 
many  of  the  same  challenges  the  game  does. 


Conquering 
temtoi^ 


By  Daniel  Roth 

In  1975,  AT  THE  AGE  OF  19,  Alan 
Trefler  tied  for  first  in  the  World 
Open  chess  tournament.  He  collect- 
ed a  measly  $2,250  purse — barely 
enough  to  cover  a  semester  at  Dart- 
mouth, where  he  was  studying  com- 
puter science  and  economics.  He 
decided  then  and  there  that  there 
were  better  things  to  do  with  his  life  thick  black  hair,  is  a  young-looking 
than  playing  chess.   Like   starting     41.  He  is  the  son  of  a  Polish  refugee 

who  survived  a  Nazi 


replace.  Trefler  licenses  his  software 
for  five  years  and  claims  a  renewal 
rate  of  nearly  100%. 

This  year  Pegasystems  will  proba- 
bly have  revenues  of  $50  million, 
double  the  1995  level,  and  take  down 
$8.2  million  to  the  bottom  line. 

Trefler,  with  his  short  beard  and 


Pegasystems  Inc.,  the 
leading  provider  of 
customer  service  soft- 
ware for  banks. 

Ask  for  a  stop -pay- 
ment on  a  check 
from  CalFed,  and 
two  minutes  later  it's 
done.  Before  the  bank  installed 
Pegasystems,  the  same  job  would 


He's  found  a  niche 
with  banks.  Can  he 
expand  beyond  that.^ 


concentration  camp 
and  reestablished  in 
Boston  his  trade  of 
restoring  antique 
crystal.  It  was  the 
elder  Trefler  who 
taught  the  boy  chess. 
Out  of  Dartmouth  in  1977  and 
disillusioned  with  chess  as  a  means  of 


have  taken  twice  as  long  and  meant  making  a  living,  Trefler  joined  a  con- 
switching  among  five  applications  suiting  firm  that  was  building  a  com- 
requiring  93  steps.  A  simple  state-  puter  system  to  link  Citibank's 
ment  request  from  Chase  Manhattan  national  and  international  banking, 
used  to  take  three  days;  now  it  takes  The  system  kept  track  of  paperwork 
one.  Trefler  insists  that  his  software  as  it  went  through  the  network,  but 
can  replace  from  30%  to  50%  of  a  didn't  do  any  of  the  paperwork.  Tref- 


bank's  back-office  staff. 

You  can  credit  a  lot  of  Trefler's 
success  to  the  leverage  built  into  his 
software.  Once  Pegasystems  pene- 
trates a  client's  territory,  it  can  cap- 


ler  thought:  Why  not  harness  that 
information  to  determine  which  cus- 
tomers should  be  offered  higher 
credit  lines.>  Why  not  have  the  com- 
puter do  some  of  the  grunt  work. 


ture  new  business.  After  a  merger,  a      such  as  reeling  through  microfilm 
client  may  be  saddled  with  incompat-      records.^ 


ible  data  processing  systems.  Because 
about  95%  of  Pegasystems'  code  runs 
on  most  of  the  computer  systems 
likely  to  be  in  use  at  a  bank,  the  soft- 
ware can  assign  tags  to  each  piece  of 


Trefler  approached  Citibank  execu- 
tives with  some  sketches.  "I  was  prett)^ 
soundly  rejected,"  says  Trefler.  Best 
thing  that  ever  happened  to  him. 

In  1983,  after  a  stint  in  another 


data  in  the  two  systems,  constructing      consulting  firm,  the  27-year-old  Tref- 


an  index  that  can  search  for  any  data 
it  may  need. 

The  addition  of  each  new  ftinction 
solidifies  Pegasystems'  advantages, 
making    the    software    harder    to 


ler  and  two  colleagues  started 
Pegasystems  with  $500,000,  some 
inherited  from  his  father,  some  raised 
from  family  and  friends.  Ten  months 
later  Citibank  signed  on,  paying  for  a 


system  it  might  have  owned. 

Trefier  was  no  naive  wirehead.  At 
the  cost  of  scrimping,  he  turned 
down  venture  capital  money  because 
he  didn't  want  to  dilute  the  equity. 
By  the  time  Pegasystems  went  public 
in  July  1996,  the  stock  attracted  S40 
million  in  buyers,  and  Trefler  still 
owns  70%  of  the  stock  with  a  current 
paper  worth  of  $390  million. 

There  are  times  Trefler  must  wish 
he  had  never  taken  Pegasystems 
public.  The  day  before  Halloween,  he 
had  to  announce  that  the  company's 
auditor,  Ernst  &  Young,  had  nixed  a 
$5  million  booking  of  revenue  on  a 
$50  million  contract  it  had  signed 
with  First  Data  Resources.  (Pegasys- 
tems has  been  criticized  in  the  past 
for  booking  revenues  on  contracts 
before  the  cash  was  received.)  Pega- 
systems fired  Ernst  &  Young,  delayed 
releasing  third-quarter  earnings  and 
said  it  might  have  to  re\ise  its  second- 
quarter  earnings.  The  stock  dropped 
from  $27.75  to  $18.38. 

Meanwhile,  Trefler  struggles  with 
the  problem  of  moving  his  business 
beyond  financial  services.  He  has  tar- 
geted health  care  and  telecommuni- 
cations, highly  competitive  areas. 
Easier  said  than  done.  Pegasystems 
has  serious  rivals  for  nonfinancial 
work  flow  automation,  such  as 
Broadway  &  Seymour  and  IBM's 
Early,  Cloud  &  Co. 

Maybe  his  chess  experience  will 
help  Trefler.  Bobby  Fischer  was  noted 
for  his  penchant  for  converting  one 
kind  of  chessboard  advantage — say  in 
pieces  or  position — into  another.  This 
is  an  exceptional  skill  because  most 
players  don't  handle  all  positions  with 
equal  flair.  Trefler  will  ha\'e  to  pull  off 
a  similar  coup  with  Pegasystems.  ^ 
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You  can  download  the  latest  software  from  the  Internet. 
Soon  you  may  be  able  to  download  the  hardware  as  well. 

Chips  that  change 
theii*  spots 


By  Srikumar  S.  Rao 

What  do  you  want  in  your  micro- 
processor— versatility  or  speed?  It 
used  to  be  a  law  of  semiconductors 
that  you  could  have  one  or  the  other 
but  not  both.  A  versatile  Pentium  is 
not  specifically  designed  to  run 
Microsoft:  Word  or  to  paint  pictures 
on  your  personal  computer  screen, 
but  it  can  do  both.  A  cheap,  special- 
ized chip  could  be  designed  to  do 
either  task  10  to  100  times  as  fast, 
but  it  couldn't  do  both. 

So  it  is  that  the  world  of  silicon 
chips  divides  itself  into  two  camps: 
the  all-purpose  ones  that  power 
desktop  computers,  and  the 
fast,    specialized,    cheap 
ones  that  run  cellular 
phones,  answering 
machines  or  car 
engines. 


Srikumar  S.  Rao  is  chairman  of  tiie  marketing 
department  at  the  C.W.  Post  campus  of 
New  York's  Long  Island  University. 
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Background.  Xilinx  field  programmable  gate  array  (FPGA) 

Foreground:  Complete  circuit  board  built  at  UCLA 

Dynamic  FPGA:  Chip  that  can  be  reprogrammed  in  milliseconds  to  match 

changes  in  processing  needs. 

Static  FPGA:  The  controller.  Decides  when  the  FPGA  should  be 

reconfigured  and  tells  the  EPROM  to  load  the  new  program  into  it. 

EPROM:  Program  storage.  Here  is  where  the  different  programs  describing 

hardware  circuits  that  can  be  loaded  onto  the  dynamic  FPGA  are  stored. 

SRAM:  Memory  used  to  store  data  processed  by  dynamic  FPGA. 

FIFO:  Provides  temporary  storage  of  data  being  processed 

by  dynamic  FPGA. 
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Some  people  wonder,  "Is  there  life  out  there?" 
We  wonder,  "How  many  bearings  do  they  need?" 


Wherever  wheels  or  shafts  turn,  Timken  bearings  allow  them  fin  T  Tk  jf  \W  T?  TkT 

to  turn  with  less  friction.  That  means  vehicles  can  go  farther         I     I    ll/l   IV   B^   1^ 
and  madiines  can  do  more  with  less  energ)'.  Where  productivity      "  "  A  w  A  A**J  A^ 

and  performance  are  critical,  Timken  bearings  and  steel  are  in :    ■ 

demand.  Hvery where  we  look,  we  see  limitless  opportunities,  worldwide  leader  in  bearings  and  st^eL|^ 


TO  UARN  MOHf  ABOUT  THt  TIMKtN  COMPANY.  CALl  330  471  3820  OR  VISIT  WWWTIMKEN  COM 
Tiinki-'ii  (NVjl    TKRI  i-.  llu;  ((.-qiMUK.'il  Itailemark  of  Ttiu  Tirnkuii  Company. 
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I     Presenting  our  new  expanded  line  of  servers.  Each  day  more  and  more  companies  realize 

the  power  and  advantages  of  running  their  operations  with  Compaq  servers. 
'  Today,  over  one  million  Compaq  servers  ore  in  operation.  As  the  need  for  this  more  efficient) 

intelligent  form  of  computing  has  expanded,  our  line  of  servers  has  expanded  to  meet  every  dem< 
The  ProSignia  200  is  our  entry-level  server,  which  your  business  con  buy  for  the  price  of  a  desktO| 
For  workgroups,  we  offer  the  ProLiant  800  and  the  new  850R,  which  is  the  first  high-density,  rock-reody  workgroup  server. 
Moving  up  the  organization,  we  offer  the  scalable  and  flexible  ProLiant  2500  for  departments  and  the  ProLiant  6000,  which  delivers  exc 
price  performance  for  midronge  enterprises. 

The  ProLiant  6500  and  7000  are  the  newest  scalable  additions  to  our  line  and  establish  solid  enterprise  capabilities.  Each  offers  the  hij 
levels  of  availability  for  7x  24  computing. 

From  the  very  beginning,  Compaq  servers  have  set  the  standard  for  open  systems  computing.  Today,  Compaq  management  software  ( 
companies  to  keep  networks  up  and  running  and  costs  down. 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  are  over.  Go  with  the  company  that  sells  the  most  computers  on 
planet  and  you'll  see  the  future  is  a  wide  open,  newly  paved  superhighway  just  begging  to  be  travelled.  t 

www.compaq.com/products/servers 

THE  GREAT  TECHNOLOG 
WON'T  BE  BUILT  WIT 
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E  FUTURE 
D  STEEL 


©1997  Compaq  Compuler  Corporolion. 

All  fighls  tesetved   Compoq  registered  U.S.  Polent 

and  Tfodemorlt  Ollice  rroSignio  and  ProLianI  ore  registered 

tfodemorks  o(  Compaq  AompM^er  Corporation.  Not  oil  products  in  the 

PioSignio  and  PtoLiont  (Anilies  contoin  the  Pentium  II  processor  The  Intel  Inside 

Logo  and  Pentium  ore  regitered  trodemorks  ond  MAAX  is  o  trodemork  oi  Intel  Cofporolion. 
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COMPUTERS/COMMUNICATIONS 


Doit 
yesterday 


Talk  about  stretch  tar- 
gets! When  Hewlett- 
Packard  gave  the  go-ahead 
for  the  LaserJet  Compan- 
ion in  early  1996,  it  gave 
engineers  12  months  to 
design  the  product,  set  up 
manufacturing  and  get  the 
product  out  the  door. 
"We  would  ordinarily  have 
had  18  to  24  months  for 
such  a  task,"  says  Douglas 
Keithley,  a  design  engineer 
with  the  group. 

The  engineers  intended 
to  use  off-the-shelf  chips 
to  reduce  design  time  and 
cost.  They  quickly  discov- 
ered that  there  were  no 
suitable  chips. 

"Normally  we  would  do 
ASICs,"  says  Keithley,  refer- 
ring to  custom  chips 
called  application  specific 
integrated  circuits.  "But 
we  didn't  have  the  two  to 
three  months  it  takes  to 
get  one  in  hand." 

The  LaserJet  Compan- 
ion was  to  be  a  printer 
accessory,  slightly  bigger 
than  a  carton  of  cigarettes, 
that  would  add  fax,  copy- 
ing and  scanning  capabili- 
ties to  your  printer  and 


computer.  It  would  have 
optical  character  recogni- 
tion software  so  you  could 
edit  text  without  having 
to  ret)'pc  it.  You  could  fax 
documents  that  were  not 
on  your  PC.  With  it  ^ou 
could  make  copies  with- 
out turning  on  your  PC. 

And  the  appliance  had 
to  be  cheap.  Powering  the 
Companion  with  a  gener- 
al-purpose microprocessor 
from  Intel  would  be  out 
of  the  question. 

So  the  engineers  went  a 
new  route.  They  used  a 
Xilinx  XC4003  field  pro- 
grammable gate  array,  a 
chip  that  can  be  pro- 
grammed over  and  over 
again.  Made  a  mistake  in 
your  design.^  No  problem. 
You  don't  have  to  wait 
weeks  for  a  new  ASIC.  You 
can  reprogram  your  chip 
and  test  an  alternative 
design  in  minutes. 

Keithley's  group  missed 
its  target,  but  not  by 
much.  The  $199  Com- 
panion was  demonstrated 
to  the  trade  in  January 
and  was  on  retail  shelves 
in  August.         -S.S.R.  ^ 


Hewlett-Packard 
LaserJet  Companion 
printer  accessory 
Goosed  to  market 
by  adaptive  chips. 


.■■-..'-C  •^-i.-^viv  .v^^_ 


Now  comes  the  tantalizing  possi- 
bility of  combining  speed  and  versa- 
tilit)^  on  a  single  chip.  The  chip  acts 
as  if  it  were  hard-wired  to  do  just 
one  task  extremely  well,  but  it  can 
also  be  rewired  on  the  fly  to  do 


some  other  task  just  as  fast. 

These  adaptive  chips  go  officially 
by  the  name  of  field  programmable 
gate  arrays.  What  do  you  do  with 
one.^  One  thing  you  can  do  is  use  it 
to  run  a  complicated  electronic  appli- 


ance like  a  printer  or  a  telephone, 
reconfiguring  it  as  you  go  to  keep  up 
with  changing  technology  or  con- 
sumer preferences.  Hewlett-Packard 
did  diat  cleverly  in  designing  a  gadget 
that  gooses  the  performance  of  desk- 
top printers  (see  box). 

Adaptive  chips  have  been  around 
since  the  1980s.  (In  an  earlier,  sim- 
pler incarnation,  they  were  called 
programmable  logic  devices.  These 
are  still  being  used  in  many  applica- 
tions.) Why  are  they  catching  on 
now?  Several  reasons,  say  John 
Villasenor  and  William  Mangione- 
Smith,  professors  of  electrical  engi- 
neering at  UCLA  who  do  pioneering 
research  in  the  field. 

"Two  years  ago,"  says  Mangione- 
Smith,  "we  had  chips  with  13,000 
gate  equivalents;  now  we  have  chips 
with  85,000  gate  equivalents.  The 
number  will  continue  to  increase  as 
manufacturing  improves." 

A  gate  is  the  fundamental  unit  of 
logic  in  computing — for  example, 
the  command  to  feed  back  a  1  if 
either  input  A  is  a  1  or  input  B  is  a  1 , 
but  not  if  both  are  Is.  From  such 
elemental  "if  commands  are  built 
complex  arithmetic  calculations,  vio- 
lent videogames  and  programs  that 
do  your  income  tax  returns.  "A  gate 
is  roughly  analogous  to  a  molecule  in 
physics,"  explains  Villasenor.  "You 
put  large  numbers  together  to 
handle  complex  tasks  like  running 
Microsoft  Word." 

Adaptive  chips  are  getting  cheaper. 
The  cost  of  a  10,000-gate  chip  that 
was  $1,000  five  years  ago  is  $30 
today,  according  to  Xilinx,  a  midsize 
outfit  that  leads  in  this  business. 

What  goes  on  inside  an  adaptive 
chip.^  Think  of  it  as  a  stage  whose  sets 
are  constantly  being  changed.  The 
sets  we're  talking  about  are  groups  of 
logic  circuits  that  handle  some  spe- 
cialized task,  like  adding  numbers  or 
comparing  them.  The  pieces  of 
scenery  are  activated  by  switching  on 
and  off  so-called  passthrough  transis- 
tors that  control  the  flow  of  electron- 
ic signals  from  one  part  of  the  chip  to 
another.  In  turn,  the  passthrough 
transistors  obey  the  commands  of  a 
section  of  memory  on  the  chip  that 
acts  as  a  stage  director. 

There's  a  cost  in  energ\',  time  and 
money  to  all  this  set-changing.  If  you 
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They  get  smaller 
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wanted  to  do  only  one  task  and  do  it 
the  same  way  every  time,  you  would 
do  better  with  a  custom  chip 
design — what  the  engineers  call  an 
application  specific  integrated  circuit. 
These  ASics  use  less  power  than  adap- 
tive chips,  are  faster  and,  if  you  make 
large  numbers  of  them,  cheaper.  So 
whenever  possible,  manufacturers 
prefer  to  put  ASlCs  in  their  laser  print- 
ers or  cellular  telephones. 

But  there  are  situations  where  the 
flexibility  offered  by  adaptive  chips 
more  than  compensates  for  the  dis- 
advantages. Jean  Calvignac,  an  IBM 
fellow  with  IBM's  Net^vorking  Hard- 
ware Division  at  Research  Triangle 
Park  in  Raleigh,  N.C.,  gives  an  exam- 
ple. Four  years  ago  his  group  was 
designing  switches  for  a  computer 
network.  The  engineers  selected  a 
hot  new  technology^  called  asynchro- 
nous transfer  mode.  The  problem 
with  a  hot  new  technology  is  that 
standards  and  formats  are  up  in  the 
air.  Using  ASICs  would  have  left  the 
group  with  a  product  failure  if  they 
guessed  wrong  on  the  standards. 

Using  adaptive  chips  allowed  IBM 
to  confidentiy  sell  the  switches  to  cus- 
tomers. "We  could  always  go  back  to 
the  customer,  even  after  the  switch 


was  installed,  and  make  changes," 
says  Calvignac.  For  similar  reasons, 
adaptive  chips  are  going  to  be  big  in 
the  telecom  industry.  Cellular  phones 
are  a  rat's  nest  of  conflicting  proto- 
cols and  vendor- by- vendor  variations. 

"We  encourage  our  customers  to 
do  their  first  production  batch  with 
FPGAs,"  says  Willem  Roelandts,  chief 
executive  of  San  Jose-based  Xilinx. 
"This  way  they  can  start  production 
straight  away.  When  they  are  fully  sat- 
isfied with  their  design  they  can  use 
us,  or  another  vendor,  to  convert  that 
design  into  an  ASic.  If  they  are  man- 
ufacturing small  numbers  of  prod- 
ucts, they  may  find  it  cost-effective  to 
simply  stay  with  FPGAs." 

Electronic  Buyers'  News,  a  trade 
publication,  estimates  that  Xilinx  has 
29%  of  the  market  for  programmable 
logic  chips,  and  Altera,  also  based  in 
San  Jose,  has  about  25%.  AMD's 
Vantis  and  Lattice  Semiconductor 
are  next  in  size,  while  larger  compa- 
nies like  Lucent  Technologies  and 
Cypress  Semiconductor  are  begin- 
ning to  grapple  for  market  share. 

Will  adaptive  chips  change  the 
world  in  ways  that  you  and  I  notice? 
You  bet. 

"Say  you  buy  a  $1,200  high-defin- 


ition television,"  says  Roelandts  of 
Xilinx.  "Two  months  later  they  come 
up  \vith  a  new  compression  algorithm 
that  makes  the  picture  much  better. 
You  could  plug  your  T\^  into  the 
Internet  and  download  reprogram- 
ming  instructions  and  bingo!  You  are 
state-of-the-art  again." 

"Take  a  cellular  phone,"  speculates 
UCLA's  Mangione-Smith.  "Suppose 
you  wanted  to  include  a  miniature 
camera  and  screen  so  you  could  see 
who  you  were  talking  to  and  she 
could  do  likewise.  The  chip  it  now 
has  can  process  only  audio  signals. 
Putting  in  another  chip  and  a  power 
supply  for  it  would  make  the  phone 
too  bulky  and  expensive.  A  continu- 
ously configurable  FPGA  could  flip 
back  and  forth  between  audio  and 
video  processing  to  do  the  job." 

Talk  about  fast  scene  changes.  The 
fastest  of  today's  adaptive  chips  can 
switch  configurations  1,000  times  in  a 
second.  Two  years  from  now,  say  the 
professors,  chips  could  swap  tasks  10 
times  as  fast  as  that.  The}'  foresee  such 
applications  as  encryption,  precise  nav- 
igation and  fast  object  recognition. 

Beams  Villasenor:  "You  cannot 
even  imagine  the  t)'pes  of  products 
and  applications  that  will  arise."    HI 
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Here    tomorrow 


ViewSonic  has  grown  from  being  a 
display  technolog}-  company  to  being 
The  Display  Technolog)'  Company:' 
The  leaders.  The  innovators.  The 
displays  of  the  21st  Centurv'  and  beyond. 
Consistently  predicting  the  future  and 
getting  there  first  has  made  both  the 
company  and  it's  products  a  runaway 
success  stor\-.  Take  the  new  line  of 
space  saving  \'iewPanel®  displays 
for  example.  Featuring  ViewSonic's 
proprietan'  flat  screen  technolog); 
the\-  completeh-  redefined  the 
traditional  viewing  e.vperience. 
With  \'iewPanel.  ViewSonic  has 
created  a  displa\'  that  stands 
abo\e  the  crowd.  And  a 
displa\-  equally  capable 
of  elevating  the  status 
of  those  who  own  it. 

For  more  informa- 
tion cull  (800)  888-8583, 
press  option  J,  and  ask  for  agent 
code  1117  to  receive 
your  free  copy  of  our  "Monitor 
101 "  (Hon  To  Buy  A  Monitor 
Guide),  or  visit  our  website 
at:  wuw.vieu'soniccom. 


Hfi 


ViewSonic* 

TTic  Dispky  Techiwhgs  Company 
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THE  SOFTWARE  HORIZON 


The  best  multimedia 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber 
is  a  strategist  with 
Americom  Corp. 
in  San  Francisco. 
E-mail: 
garber@well.com 


The  contest  for  best  multimedia  product  of 
the  year  was  no  contest.  By  a  vote  of  18  to  2, 
the  judges  for  the  1997  NewMedia  Invision 
Awards  gave  the  prize  to  a  French  cd-rom 
entitled  Les  Impressionnistes. 

Yet  another  electronic  coffee  table  book, 
eye-catching  but  shallow?  Not  this  time.  We 
judges  have  seen  enough  fancy  multimedia  to 
be  jaded,  but  what  grabbed  us  was  the  soft- 
ware's breakthrough  browsing  technique.  By 
arraying  pictorial  data  as  points  on  concentric 
circles,  Les  Impressionnistes  lets  its  users  visual- 
ize complex  relationships  among  subjects, 
themes,  techniques,  artists  and  genres. 

For  example,  if  you  want  to  look  at  how 
impressionists  treated  the  interaction  of 
motion  with  light,  the  software  will  contrast 
Degas'  ballerinas  with  Manet's  horses — and 
give  you  first-rate  background  information  to 
go  along  with  what  you  see.  Because  every 
cUck  of  the  mouse  seemed  to  produce  some 
new  sight  or  insight,  and  did  so  in  an  excep- 
tionally engrossing  way,  most  judges  found  it 
hard  to  tear  themselves  away  from  Les 
Impressionnistes  and  get  on  with  the  contest. 
The  only  negative — the  publisher, 
RMN/Index-K,  hasn't  produced  an  English- 
language  version  yet. 

The  award  for  best  Web  site  went  to  an  off- 
beat choice:  Guess-A-Sketch,  an  on-line  game 
( showcase .  digiplanet.com/guessasketch .  html ) . 
Simple — almost  primitive,  the  software  pits 
you  against  other  players,  trying  to  figure  out 
what  your  opponents  are  doodling  on  the 
screen.  If  this  sounds  trivial,  I  suggest  you  try 
it — but  be  forewarned:  Playing  Guess- A- 
Sketch  is  like  eating  popcorn;  once  you  start, 
it's  hard  to  quit. 

Two  other  Web  sites  struck  me  as  notewor- 
thy. Pepsi's  Generation-X  oriented  PepsiWorld 
(www.pepsi.com)  showcases  just  about  all  the 
Internet  technologies  you  can  use  to  promote 
your  products.  In  contrast,  Bezerk's  sassy  on- 
line implementation  of  the  trivia  game  Tou 
Don't  Know  Jack,  (www.bezerk.com)  not  only 
demonstrates  how  effective  simplicity  can  be, 
but  also  advances  the  state  of  the  art  in  Inter- 
net audio  technology. 

Among  CD-ROM  finalists,  a  game  entitled 
The  Journeyman  Project  3:  Le^facy  of  Time,  also 
sets  a  new  technical  benchmark.  Its  immersive 
3-D  graphics  produce  a  virtual  world  of  eye- 


popping  beaut)'  and  extraordinary  richness. 
Featuring  time-traveling  trips  to  ancient 
Crete,  the  Andes,  Tibet  and  elsewhere,  Jour- 
neyman is  a  game  that  both  entertains  and 
informs.  Not  quite  finished  yet,  the  software 
should  be  available  sometime  next  year. 

For  sheer  fun  The  Neverhood  can't  be  beat. 
Released  by  the  Spielberg-Geffen-Katzenberg 
venture  DreamWorks,  the  game  involves 
steering  a  Gumby-like  clay  man  around  a 
fairy-tale  universe  while  solving  puzzles.  The 
animation  is  superb,  and  the  story  itself  is  told 
with  wry  charm  and  gentle  humor.  This  one's 
guaranteed  to  keep  your  kids  from  playing 
Duke  Nukem  for  a  long  time  to  come. 

Another  game.  Star  Trek:  Bor^,  from  Simon 
&  Schuster,  got  a  lot  of  attention  from  the 
judges.  My  personal  reaction:  If  you're  a  hard- 
core Trekkie,  prepare  to  be  assimilated.  If 
you're  not,  prepare  to  be  bored  stiff. 

Degas'  ballerinas,  Manet's 
horses — every  click  of  the 
mouse  seemed  to  produce 
some  new  sight  or  insight. 


For  more  serious  software,  I'd  recommend 
FDR  and  Leonardo  da  Vinci,  both  from  Bill 
Gates'  privately  held  multimedia  company, 
Corbis.  The  two  CD-ROMs  have  the  same 
high-gloss  production  values  as  all  of  Corbis' 
products  and  are  exceptionally  thorough  in 
the  treatment  of  their  subject  matter. 

Marketing  mavens  would  be  well  advised  to 
check  out  ice,  a  self-promotion  disk  from  the 
Canadian  design  firm  Integrated  Communica- 
tions &  Entertainment,  Inc.  If  you  want  to 
use  multimedia  to  sell  your  wares,  these  guys 
seem  to  know  how  to  do  it. 

I'm  willing  to  bet  every  entrant  heaved  a 
sigh  of  relief  because  Afvit  sequel  Riven  \\zsn\ 
a  contender.  Why.^  It  wasn't  entered — proba- 
bly because  it  wasn't  quite  finished  in  time. 

NewMedia^  a  magazine  for  digital  artists 
and  multimedia  developers,  has  been  running 
these  contests  since  1993.  My  overview  of  the 
five  years:  Software  wizards  are  pushing  the 
technology  as  hard  as  they  can.  As  a  result, 
graphics  are  getting  more  realistic,  animation 
more  lifelike  and  the  ways  in  which  you  inter- 
act with  the  stuff  better  than  ever.  And  next 
year  the  technolog)'  will  be  better  still.  ^ 
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Information  is  power. 

(And  you1l  get  a  lot  more  of  it 

when  you  use  our  56K'  modem.) 

When  you're  looking  for  business  infomnation,  you  want  to  get  It  fast  Use  a  U.S.  Robotics®  56K 
modem  with  xi^"^  technology  to  download  the  MSNBC  Web  site  and  that's  exactly  how  you'll  get  it 

As  the  fastest  modem  we've  ever  cnsated  for  use  over  regular  phone  lines,  the  U.S.  Robotics 
56K  modem  lets  you  get  the  most  out  of  the  Internet  -  quickly  More  than  1,100  Internet  providers 
worldwide,  including  MindSpring  and  NETCOM,  offer  live  x2  service  right  now,  so  you  can  start 
using  your  U.S.  Robotics  56K  modem  today^  We'll  even  guarantee  a  free  upgrade  to  ensure  it  meets 
the  international  56K  standard  when  it's  established  (expected  in  1998).^ 

For  more  information,  call  1-800-525-USR1  or  visit  www.3com.com/x2power.  Even  better  if 
you  buy  a  U.S.  Robotics  56K  modem  right  now,  you'll  get  $50  cash  back  by  mail.'' 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  experience  what  true  power  really  feels  like. 


IKIlobotiGS  1^ 


I  i 


The  imagp  portrayed  m  thii  .(dvertiiemcnl  rruy  or  may  not  be  a  compitalion  of  ini.i^s  ffom  the  specific  srte 

1  All  k2  prxxJucU  are  capable  of  S6  Kbps,  downlojidv  however,  due  to  FCC  njlcs  wtiicti  ivMncl  povs«r  output  of  icrvice  piT>vKJe<^'  modems,  current  downkud  speeds  ore  limitrd  to  i>3  Kbpv 

ActurtJ  sppwl'.  moy  vary  dopending  on  line  conditioni.  Uptorfch  from  end  usen  to  piovKJer%  travel  at  288  Kbpv 
2.  An  x2  modem,  .1  local  analog  phone  line  compatible  with  «2  technolog)' and  an  Internet  provider  with  x2  service  ,ire  itrquirrxt  for  these  high  speed  dowiiloadi  See  www  3comconVx2  for  detaiK 
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U.S.  Robotics.  From  the  leader  in  networking. 
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Success  in  technology  may  come  from  where 
you  least  expect  it.  Quantum  Corp.  scarcely  knew 
what  a  steal  it  was  getting  when  it  bought 
a  business  from  Digital  Equipment  Corp.    • 

Serendigity 


By  Kerry  A.  Dolan 

If  the  concept  of  the  network  com- 
puter wins  out,  tomorrow's  desktop 
machines  will  store  comparatively 
little  on  their  hard  drives  and 
borrow    lots    from    distant 
servers.  The  low  end  of  the 
memory  business,  sup- 
plying hard  drives  for 
desktop  machines,  will 
become  even  less  profitable 
than  it  is  now.  The  money  will 
be  made  at  the  high  end:  huge 
disk    drives    and    other    storage 
devices  for  the  servers  that  sit  at 
the  hubs  of  networks. 

As  early  as  the  late  1980s 
Quantum     Corp.     saw 
which  way   the   wind 
was        blowing        and 
attempted    to    reposition 
itself  away  from  its  traditional 
business  of  supplying  small  disk 
drives  to  PC  manufacturers.  Quan 
turn  is  doing  fine  now,  but  things 
didn't  exacdy  work  out  as  planned.  A 
large  element  of  luck  came  into  play. 

In  1989  the  Milpitas,  CaUf  compa- 
ny introduced  its  first  high-end  drixcs 
for  servers.  They  failed  miserably.  So 
in  October  1994  Quantum  paid  S350 
million  for  Digital  Equipment  Corp.'s 
storage  business.  Buying  the  needed 
technolog}^  and  acquiring  the  design 
team  from  Digital  would  solve  its 
problems,  management  thought. 

Trying  to  manage  two  incompati- 
ble product  lines — Digital's  and 
Quantum's — proved  to  be  disastrous. 
Ultimately,  that  and  other  merger 
digestion  problems  contributed  to  a 
loss  of  $90  million  in  tJie  fiscal  year 
that  ended  March  1996. 

But  luckily  for  Quantum  its  cloud 
had  a  sil\'er  lining.  It  so  happened  that 
included  in  the  Digital  acquisition  was 
a    business    making    tape    drives — 
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descendants  of  those  huge  boxes  with 
whirring  wheels  that  used  to  person- 
ify' computing  in  the  1960s.  Disks 
had  replaced  tapes  almost  e\'en'- 
where  in  the  computer  busi- 
ness. What  was  the  use  of 
this  dinosaur.' 

At   first   Quantum 
wasn't  sure  what  to  do 
with    the    product    Une, 
which  went  by  the   brand 
name    DLT  (for    digital    Unear 
tape).  "It  was  really  almost  an 
afterthought,"  says  Peter  van 
Cuylenburg,  head  of  Quan- 
tum's  specialty'   storage 
products  group.  "We 
didn't    reallv    know 


what  its  potential  was." 

It  didn't  take  very  long  for  Quan- 
tum to  see  not  just  potential  but 
huge  demand  for  the  product.  Disks 
are  marvelous  machines  for  the 
retrieval  of  files  in  random  order,  but 
they  do  have  their  failings.  Every 
now  and  then  they  crash.  So  compa- 
nies that  cannot  live  without  their 
files  have  to  arrange  a  backup  for 
safekeeping.  Tape  is  ideal  for  backing 
up  huge  libraries  of  data — it's  fast, 


cheap  and  capacious. 

In  the  past  three  years  Quantum's 
revenues  from  the  tape-drive  business 
Digital  cast  off  have  surged  from  less 
thin  SI 00  million  to  more  than  SI. 4 
billion  (annualized).  Even  more 
impressive  are  the  profits:  Though 
the  DLT  product  line  will  probably 
account  for  just  20%  of  Quantum's 
S6.6  billion  in  sales  for  the  current 
fiscal  year,  it  should  contribure  over 
half  of  the  company's  $480  million 
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Chief  Executive 
IVIicliael  Brown 
(second  from  right) 
with  Quantum's  top 
management  team. 
Left,  a  sampling 
of  their  hot-selling 
tape  drives. 
The  right  place 
at  the  right  time 
with  no  direct 
competition. 


net  income,  predicts  Todd  Bakar, 

malyst  at  Hambrecht  &  Quist.  In 

strospect,  Digital  sold  too  cheap. 

Quantum's  DLT  7000  tape  drive, 

uch  stores  70  gigabytes  of  data  per 

I  cartridge,  sells  for  $8,000;  each 
cartridge  costs  $100.  What's 
^  T,  customers  Quantum's  way 
I  t  the  capacity  but  also  the 
I  tape  drives.  A  corporate 
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die  server's  data  onto  tape  cartridges. 
Time  is  money.  Since  acquiring  the 
Digital  unit  nearly  three  years  ago. 
Quantum's  engineers  have  shrunk 
the  time  it  takes  to  tiMnsfer  100  giga- 
bytes of  data  in  a  single  drive  from 
nine  hours  to  three.  First,  the  system 
compresses  the  data  by  a  factor  of  2- 
to-1.  The  tape  moves  at  160  inches 
per  second  past  the  recording  heads 
and  absorbs  the  compressed  data  at 
10  megabytes  a  second. 


At  present  Quantum  has  no  direct 
challenger  in  the  business.  Its  closest 
competitor,  tiny  Boulder,  Colo.- 
based  Exabyte,  makes  4-  and  8-mil- 
limeter tape  drives.  Exabyte's  more 
economical  drives  are  much  slower 
and  squeeze  less  onto  a  tape  than 
Quantum's. 

With  some  customizing.  Quan- 
tum's tape  drives  can  work  with  a 
number  of  different  platforms.  "It's 
the  classic  recipe  for  success  for  a  high 
technology  product,"  boasts  van 
Cuylenburg.  The  six  big  producers  of 
network  servers — IBM,  Hewlett- 
Packard,  Compaq,  Sun  Microsys- 
tems, Digital  and  Dell — have  caught 
on  to  the  advantages,  and  Quantum 
is  struggling  to  meet  their  demand. 

Western  Digital  and  Seagate,  which 
compete  in  Quantum's  older  product 
segments,  could  use  some  of  Quan- 
tum's recent  success.  Traumatized  by 
price  competition  in  the  PC  disk  drive 
market,  Seagate  reported  lower  earn- 
ings for  the  latest  quarter,  and  West- 
ern Digital  is  expecting  the  same  for 
the  current  quarter.  Quantum  recent- 
ly reported  a  September  quarter  net 
of  SI  04  million  on  sales  of  SI.  5  5  bil- 
lion, up  from  $4.6  million  on  sales  of 
$1.1  billion  a  year  ago. 

But  Quantum  is  not  sitting  still. 
"There's  a  lot  left  to  do,"  says 
Michael  Brown,  39,  chief  executive 
since  1995.  "Quantum's  nowhere 
near  its  potential." 

One  thing  left  for  him  to  do:  fix 
the  high-end  disk  drive  business, 
where  the  company  used  to  think  it 
was  going  to  make  all  of  its  money. 
These  drives  for  network  servers 
store  up  to  1 8  gigabytes  of  data  and 
cost  from  $700  to  $1,300.  In  fiscal 
1996  Quantum  lost  so  much  money 
on  the  line  that  Brown  turned  man- 
ufacturing over  to  a  Japanese  part- 
ner, a  subsidiary  of  Matsushita 
Group.  The  line  is  still  losing  money. 
Brown,  meanwhile,  recently 
announced  a  partnership  \\'ith  optical 
storage  company  TeraStor  (Forbes, 
Mar.  24)  to  develop  new  kinds  of  disk 
storage  that  combine  optics  with 
magnetics.  "We're  really  trying  to 
pick  our  spots,"  says  Brown.  He  can 
ti-y,  but  die  ti-uth  is  diat  in  technolo- 
gy it's  almost  impossible  to  know 
where  your  fortune  is  going  to  be 
coming  from.  ^ 
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Success  in  technology  may  come  from  where 
you  least  expect  it.  Quantum  Corp.  scarcely  knew 
what  a  steal  it  was  getting  when  it  bought 
a  business  from  Digital  Equipment  Corp. 

Serendigity 


By  Kerry  A.  Dolan 

If  the  concept  of  the  network  com- 
puter wins  out,  tomorrow's  desktop 
machines  will  store  comparatively 
little  on  their  hard  drives  and 
borrow    lots    from    distant 
servers.  The  low  end  of  the 
memory  business,  sup- 
plying hard  drives  for 
desktop  machines,  will 
become  even  less  profitable 
than  it  is  now.  The  money  will 
be  made  at  the  high  end:  huge 
disk    drives    and    other    storage 
devices  for  the  servers  that  sit  at 
the  hubs  of  networks. 

As  early  as  the  late  1980s 
Quantum     Corp.     saw 
which  way  the  wind 
was        blowing        and 
attempted    to    reposition 
itself  away  from  its  traditional 
business  of  supplying  small  disk 
drives  to  PC  manufacturers.  Quan 
tum  is  doing  fine  now,  but  things 
didn't  exactiy  work  out  as  planned.  A 
large  element  of  luck  came  into  play. 

In  1989  the  Milpitas,  Calif  compa- 
ny introduced  its  first  high-end  drives 
for  servers.  They  failed  miserably.  So 
in  October  1994  Quantum  paid  $350 
million  for  Digital  Equipment  Corp.'s 
storage  business.  Buying  the  needed 
technology  and  acquiring  the  design 
team  from  Digital  would  solve  its 
problems,  management  thought. 

Trying  to  manage  two  incompati- 
ble product  lines — Digital's  and 
Quantum's — proved  to  be  disastrous. 
Ultimately,  that  and  other  merger 
digestion  problems  contributed  to  a 
loss  of  $90  miUion  in  the  fiscal  year 
that  ended  March  1996. 

But  luckily  for  Quantum  its  cloud 
had  a  silver  lining.  It  so  happened  that 
included  in  the  Digital  acquisition  was 
a    business    making    tape    drives — 


descendants  of  those  huge  boxes  with 
whirring  wheels  tliat  used  to  person- 
ify computing  in  the  1960s.  Disks 
had  replaced  tapes  almost  every- 
where in  the  computer  busi- 
ness. What  was  the  use  of 
this  dinosaur.^ 

At   first   Quantum 
wasn't  sure  what  to  do 
with    the    product    fine, 
which  went  by  the  brand 
name    DLT  (for   digital    Hnear 
tape).  "It  was  really  almost  an 
afterthought,"  says  Peter  van 
Cuylenburg,  head  of  Quan- 
tum's   specialt}'   storage 
products  group.  "We 
didn't   really   know 


what  its  potential  was." 

It  didn't  take  very  long  for  Quan- 
tum to  see  not  just  potential  but 
huge  demand  for  the  product.  Disks 
are  marvelous  machines  for  the 
retrieval  of  files  in  random  order,  but 
they  do  have  their  failings.  Every 
now  and  then  they  crash.  So  compa- 
nies that  cannot  live  without  their 
files  have  to  arrange  a  backup  for 
safekeeping.  Tape  is  ideal  for  backing 
up  huge  libraries  of  data — it's  fast. 


cheap  and  capacious. 

In  the  past  three  years  QuantumJi 
revenues  from  the  tape-drive  businea 
Digital  cast  off  have  surged  from  le" 
than  $100  million  to  more  than  $j 
billion  (annualized).  Even 
impressive  are  the  profits:  Xi 
the  DLT  product  line  will  r 
account  for  just  20%  of  O 
$6.6  billion  in  sales  for 
fiscal  year,  it  should  co' 
half  of  the  company's 
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Chief  Executive 
Michael  Brown 
(second  from  right) 
with  Quantum's  top 
management  team. 
Left,  a  sampling 
of  their  hot-selling 
tape  drives. 
The  right  place 
at  the  right  time 
with  no  direct 
competition. 


net  income,  predicts  Todd  Bakar, 
analyst  at  Hambrecht  &  Quist.  In 
retrospect,  Digital  sold  too  cheap. 

Quantum's  DLT  7000  tape  drive, 
which  stores  70  gigabytes  of  data  per 
tape  cartridge,  sells  for  $8,000;  each 
tape  cartridge  costs  $100.  What's 
bringing  customers  Quantum's  way 
is  not  just  the  capacity  but  also  the 
speed  of  its  tape  drives.  A  corporate 
network  must  be  shut  down  in  order 
for  the  system  administrator  to  copy 


the  server's  data  onto  tape  cartridges. 
Time  is  money.  Since  acquiring  die 
Digital  unit  nearly  three  years  ago, 
Quantum's  engineers  have  shrunk 
die  dme  it  takes  to  ti^ansfer  100  giga- 
bytes of  data  in  a  single  drive  from 
nine  hours  to  three.  First,  die  system 
compresses  the  data  by  a  factor  of  2- 
to-1.  The  tape  moves  at  160  inches 
per  second  past  the  recording  heads 
and  absorbs  the  compressed  data  at 
10  megabytes  a  second. 


At  present  Quantum  has  no  direct 
challenger  in  the  business.  Its  closest 
competitor,  tiny  Boulder,  Colo.- 
based  Exabvte,  makes  4-  and  8 -mil- 
limeter  tape  drives.  Exabyte's  more 
economical  drives  are  much  slower 
and  squeeze  less  onto  a  tape  than 
Quantum's. 

With  some  customizing.  Quan- 
tum's tape  drives  can  work  with  a 
number  of  different  platforms.  "It's 
the  classic  recipe  for  success  for  a  high 
technology  product,"  boasts  van 
Cuylenburg.  The  six  big  producers  of 
network  servers — IBM,  Hewlett- 
Packard,  Compaq,  Sun  Microsys- 
tems, Digital  and  Dell — have  caught 
on  to  the  advantages,  and  Quantum 
is  struggling  to  meet  their  demand. 

Western  Digital  and  Seagate,  w^hich 
compete  in  Quantum's  older  product 
segments,  could  use  some  of  Quan- 
tum's recent  success.  Traumatized  by 
price  competition  in  the  PC  disk  drive 
market,  Seagate  reported  lower  earn- 
ings for  the  latest  quarter,  and  West- 
ern Digital  is  expecting  the  same  for 
the  current  quarter.  Quantum  recent- 
ly reported  a  September  quarter  net 
of  $104  million  on  sales  of  $1.55  bil- 
lion, up  from  $4.6  million  on  sales  of 
$1.1  billion  a  year  ago. 

But  Quantum  is  not  sitting  still. 
"There's  a  lot  left  to  do,"  says 
Michael  Brown,  39,  chief  executive 
since  1995.  "Quantum's  nowhere 
near  its  potential." 

One  thing  left  for  him  to  do:  fix 
the  high-end  disk  drive  business, 
where  the  company  used  to  think  it 
was  going  to  make  all  of  its  money. 
These  drives  for  network  servers 
store  up  to  18  gigabytes  of  data  and 
cost  from  $700  to  $1,300.  In  fiscal 
1996  Quantum  lost  so  much  money 
on  the  line  that  Brown  turned  man- 
ufacturing over  to  a  Japanese  part- 
ner, a  subsidiary  of  Matsushita 
Group.  The  line  is  still  losing  money. 
Brown,  meanwhile,  recently 
announced  a  partnership  widi  optical 
storage  company  TeraStor  (Forbes, 
Mar.  24)  to  develop  new  kinds  of  disk 
storage  that  combine  optics  with 
magnetics.  "We're  really  trying  to 
pick  our  spots,"  says  Brown.  He  can 
try,  but  die  truth  is  tiiat  in  technolo- 
gy it's  almost  impossible  to  know 
where  your  fortune  is  going  to  be 
coming  from.  i* 
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Electronics  &  Communications       Automobiles 


Aerospace 


Petrochemicals 


Engineering  ^  Construction  High  Speed  Trains 


Iron  &  Metals 


Resource  Development 


httpV/www.hyundai.net 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all  something 
very  important.  A  better  life. 

Are  you  in  our  future? 


Health  Care  &  Public  Service 
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Reno  rewrites  your 
operating  system 


BY  PETER  HUBER 


Peter  Huber, 
a  senior  fellow  of  the 
Manhattan  Institute, 
is  the  author  of 
Law  and  Disorder 
in  Cyberspace 
(Oxford  Press,  1997); 
E-mail  address: 
PeterWHuber@MSN.com 
Home  page: 
http://www.phuber.com/ 
huber/home.html 


The  word  "free"  appears  only  once  in  the 
brief.  Antitrust  lawyers,  whose  mission  it  is  to 
protect  consumers  from  price  gouging,  didn't 
quite  dare  omit  it  entirely,  I  guess.  But 
Microsoft's  browser,  Internet  Explorer,  is 
indubitably  free.  Microsoft  doesn't  sell  it  and 
never  will.  What  Microsoft  does  sell  is  Win- 
dows. A  quite  separate  product,  the  Justice 
Department  insists. 

How  does  Justice  know.^  How  much  should 
an  honesdy  competitive  business  pack  into  a 
product  whose  value  consists  largely  of  infor- 
mation? From  chips  to  personal  computers 
("desktop"  versus  "Netpc"),  to  software 
(Windows  versus  Java)  to  on-line  services,  this 
is  the  most  complex  and  body  debated  eco- 
nomic issue  in  the  information  industry.  No 
economic  theory  supplies  any  reliable  answer. 

Windows  packs  8  million  lines  of  code. 
Make  that  11  million  if  you  include  Explorer. 
Microsoft  has  been  adding  about  half  a  mil- 
lion lines  a  year  to  its  operating  system  since  it 
released  the  first  DOS  in  1981. 

Almost  every  new  feature  added  was  sold  by 
some  other  vendor  in  a  separate  box  first. 
Modem  drivers  (Hayes'  Smartcom,  $155  in 
1988);  memory  management  (a  Quarterdeck 
product,  $79  in  1991);  CD-ROM  drivers 
(Corel's  SCSI,  $99  in  1993);  drive  compres- 
sion; fax  utilities;  disk  defragmenters;  calcula- 
tors; calendars;  clocks;  and  card  files.  All  of 
these,  and  countiess  other  now-standard  fea- 
tures, once  came  in  separate  packages.  Most 
of  them  originally  cost  more  than  the  whole 
of  Windows  costs  today. 

Web  browsers  arrived  as  add-ons,  too. 
Netscape's  is  so  good  its  capabilities  are 
bound  to  end  up  on  every  desktop.  That's 
precisely  where  Microsoft  is  scrambling  to  put 
them.  It  has  no  choice.  Microsoft  recognizes 
that  with  the  power  of  the  Web  behind  it, 
Netscape's  browser  could  absorb  the  desktop 
if  the  desktop  does  not  absorb  the  browser. 
Netscape  sees  it  that  way,  too.  Browsers  will 
reduce  Windows  to  an  unimportant  collection 
of  "slightly  buggy"  device  drivers,  predicts  the 
company's  chief  technical  officer.  Marc 
Andreessen:  "Operating  systems?  We  don't 
need  no  stinkin'  oss!" 


But  Bill  Gates  and  Marc  Andreessen  are 
both  wrong.  Says  who?  Says  Janet  Reno.  The 
capabilities  of  the  browser  are  destined  to  be 
packaged  separately  forever.  Wliy?  Because 
Microsoft  first  distributed  Explorer  in  a  sepa- 
rate box,  through  separate  channels,  backed 
by  separate  advertising.  And  because  it's  phys- 
ically possible  to  run  Windows  without 
Txplorer.  The  one  thing  not  mentioned: 
There's  no  economic  fiiture  in  selling  a  sepa- 
rate product  in  a  separate  market  for  a  sepa- 
rate price  that  happens  to  be  zero. 

The  richest  man  in  the  world  has  not  over- 
looked that  fact,  even  if  Janet  Reno  has. 
Come  February,  Explorer  is  scheduled  to  be 
merged  fully  into  Windows.  Gates  doesn't 
want  the  market  for  stinkin'  browsers  any 
more  than  Andreessen  wants  the  market  for 
stinkin'  operating  systems.  Each  wants  to 

Bill  Gates  and  Marc  Andreessen 
are  both  wrong.  Says  who.^ 
Says  Janet  Reno. 


build  an  integrated  platform  that  does  it  all. 

In  a  single  opaque  paragraph  buried  deep  in 
its  brief.  Justice  says  Microsoft:  can't.  Next 
February's  "loss  of  choice" — the  choice  to 
buy  an  Explorer-free  version  of  Windows — 
"will  be  unaccompanied  by  any  change  in  the 
nature  of  either  Windows  95  or  [Explorer] 
4.0."  Products  that  are  "plainly  separate 
today  . . .  will  not  become  any  less  separate  or 
any  more  integrated  in  February  1998."  The 
"initial  distribution"  in  two  boxes  makes  two 
boxes  legally  permanent. 

There's  no  serious  economic  analysis 
behind  this  two-box  rule.  How  could  there 
be,  with  no  mention  of  price?  Justice  has  just 
announced  its  guess  that  things  will  be  better 
if  we  don't  let  Microsoft  fold  into  Windows 
anything  that  Microsoft  has  sold — or  even 
given  away — previously  in  a  separate  package. 
Browsers  aside,  the  main  practical  effect  in  the 
fixture  will  be  to  force  Microsoft  to  upgrade 
Windows  only  by  way  of  occasional,  whole- 
box  rewrites,  rather  tiian  by  way  of  more  fre- 
quent add-ons.  Trickle-down  improvements 
are  to  be  forbidden.  The  Justice  Department 
lawyers  have  wrapped  their  latest  case  in  con- 
sent-decree technicalities.  But  this  is  the 
essence  of  their  position. 

The  first  version  of  Windows,  shipped  in 
1985,  came  in  a  separate  box,  with  a  separate 
$99  price  tag,  too.  Remember  trying  to  keep 
ten -box  software  running  smoothly  on  your 
one-box  computer?  You  were  better  off  then. 
Janet  Reno  says  you  were.  ^ 
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Your 
^     new 
monitor. 


^  * 


Thin  by  comparison.  Revolutionary  by  design.  Introducing  Philips 
Brilliance®  4500AX  Flat  Panel  LCD  Monitor.  As  you  can 

plainly  see,  it  requires  significandy  less  desk  space.  That's  because  it's 
only  5.9  inches  deep  and  has  built-in  stereo  speakers  (and  weighs  1 1.4 
pounds).  Together  with  stunning  graphics,  sharper  text  and  flicker- 
free  images,  our  new  monitor  delivers  in  every  dimension.  For  more 
information,  (800)  835-3506  or  www.philipsmonitors.com 

©  1997  Philips  Electronics  North  America  Corporation 
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FUNDS 


Small  Mes 
dividends,  please 

You  may  think  dividends  don't  matter  anymore, 
but  Frank  Reichel  has  turned  them  to  his 
advantage  in  a  portfolio  of  small  companies. 


the  2,700  actively  traded  small  com- 
panies for  the  600  or  so  with  yields 
higher  than  the  Russell  2000  (cur- 
rently 1.3%).  His  next  criterion  is 
another  value  measure.  He  wants  to 
see  a  company  trading  at  a  lower 
multiple  of  cash  flow  (in  the  sense  of 
net  income  plus  depreciation  and 
amortization)  than  its  competitors, 
yet  enjoying  prospects  for  greater 
earnings  growth. 

That's  an  unusual  combination, 
but  it  does  occur.  Reichel  found 
Trevose,  Pa. -based  Technitrol  in 
April  1994,  hiding  at  just  eight  times 
trailing  cash  flow.  "They  were  this 
boring  little  circuit-breaker  compa- 
GuiLFORD  Mills  makes  the  Lycra-  crashed  554  points  and  the  Russell  ny,"  says  Reichel,  "but  were  expand- 
enhanced  fabric  that  goes  into  a  line     took  a  6.2%   beating,  Small-Cap     ing  into  components  for  computer 


By  James  M.  Clash 


of  Victoria's  Secret  lingerie.  Defiance,  Yield  lost  just  3.4%. 
Inc.  makes  roller  bearings  for  valve         Reichel,  33,  a  Wharton  M.B.A., 

lifter  assemblies  in  gasoline  and  diesel  joined  Stratton  Management  Co.  in 

engines.  Technitrol  makes  tiny  mag-  Plymouth  Meeting,  Pa.  11  yeai^s  ago. 

netic  components  that  go  into  net-  Stratton  is  a  $1.8  billion  money  man- 
work  interface  cards  for  per- 


sonal computers. 

What  do  these  companies 
have  in  common?  They  are 
smallish,  with  market  values 
under  $600  million;  they  are 
manufacturers;  and  they  pay 
nice  dividends.  They  are  all  in 
the  portfolio  of  the  Stratton 
Small-Cap  Yield  Fund. 

This  fiind  has  scarcely  been 
noticed,  having  attracted  only 
$37  miUion  in  assets.  But  it  is 
going  to  be.  Over  the  past 
three  years  Frank  Reichel  has 
guided  this  pip-squeak  to  a 
25.8%  compound  annual 
return,  four  points  ahead  of 
the  Russell  2000  index  of 
small -company  stocks. 

Small  stocks  are  percolating 
now,  after  years  of  lagging  big 
blue  chips  like  Coca-Cola.  The 
Russell  2000,  after  trailing  the 
S&P  500  by  7  percentage  points  over 
the  past  three  years,  beat  it  by  that 
much  in  the  last  §ix  months — a  14- 
point  turnaround. 

A  lot  of  the  action  in  small  com- 
panies is  in  technology  stocks,  but 


Stratton  Small-Cap  Yield  Manager  Frank  Reichel 
A  value  man,  down  to  his  $10,000  used  boat. 


interface  cards."  The  stock  has 
climbed  nearly  sixfold,  to  $30.  Now 
at  16  times  cash  flow  (tech  stock 
average:  28  times),  Technitrol  is  still 
a  buy,  says  Reichel:  "The  company  is 
reducing  costs  faster  than  com- 
puter component  prices  are 
declining." 

Reichel  bought  Guilford  Mills, 
a  Greensboro,  N.C.  textile  com- 
pany, at  five  times  cash  flow.  At  a 
recent  $24,  it  has  edged  up  to  six 
times  cash  flow,  half  the  industrv 
average.  Wall  Street  doesn't  like 
the  fact  that  Guilford  gets  much 
of  its  revenue  from  automobile 
interior  fabrics,  where  growth 
prospects  are  meager.  Reichel  likes 
the  fact  that  Guilford  has 
branched  out  into  textiles  for  lin- 
gerie and  is  now  the  leading  sup- 
plier of  Velcro-type  fasteners  used 
on  diapers. 

Mansfield,  Mass. -based  Helix 
Technology,  which  makes  preci- 
sion vacuum  pumps  for  semicon- 
ductor chipmakers,  is  rather 
expensive  at  18  times  trailing  cash 
flow^  Still,  it  compares  favorably 


with  other  chip-equipment  suppliers 
like  Veeco  Instruments  (24  times  cash 
flow)  and  Etec  Systems  (27  times). 
Stratton's  1.6%  expense  ratio  is  a 


ager  that  has  three  small  retail 
funds — and  an  old-fashioned  fond- 
ness for  yield. 

As  an  indicator  for  selecting  stocks 

generally,  yield  has  a  mixed  record.  It  bit  steep,  but  that  includes  a  perfor- 

would  have  worked  from  1982  to  mance  bonus.  If  Reichel  were  merely 

1992  but  not  recently.  Reichel,  how-  tying  the  Russell  2000,  the  expense 

sleepier  companies  trading  at  low     ever,  is  convinced  that  high  dividends  ratio  would  be  1.1%.  If  and  when  he 

price/earnings      multiples.      The      are    a    useful    indicator    of  higher  ever  lags  the  benchmark,  he  has  to 

choice  makes  eminent  sense  if  you      returns  within  the  sm.all-company  refund  part  of  the  management  fee. 

happen  not  to  like  volatility.  On      sector.  He  opened  the  ftind  in  1993.  Minimum  investment  in  this  no-load 

infamous  Oct.  27,  when  the  Dow         For  his  fund  Reichel  first  screens  is  $2,000.  ^ 


B^eichel's  favorites  tend  to  be  older. 
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FIXED  INCOME 

Supply 
and  demand 


Deflation  fears  and  stock  market  jitters  are  two 
reasons  to  buy  Treasury  bonds.  Here's  another. 


By  Gretchen  Morgenson 

Warren  BuFFETT  isn't  explaining  his     their  prices  don't  move.  Investors 

who  want  to  bet  on  deflation  would 
have  no  interest  in  an  indexed  bond, 
either.  Back  out  the  indexed  stuff  and 
you  have  a  more  vivid  picture  of  how 


recent  move  to  Treasury  bonds,  but 
we'd  be  willing  to  guess  why  he  has 
become  a  bond  bull.  A  simple  story  of 
supply  and  demand. 

The  supply  side?  Just  to  keep  con- 
stant in  real  terms,  the  amount  of 
Treasury  debt  outstanding  would  have 
to  climb  $100  billion  a  year.  The 


Other  increases  in  demand  for  Trea- 
sur\^s:  Foreign  central  banks  have  been 
upping  their  Treasury  holdings  dra- 
matically since  the  mid-1980s.  In  fiscal 
1996,  when  the  Treasury  issued  a  net 
$138  billion  in  marketable  securities, 
foreign  official  holdings  of  Treasurys 
that  year  ballooned  by  more  than 
$100  biUion.  That  didn't  leave  much 
for  401  (k)  investors  and  life  insurance 
companies  back  here. 

Another  piece  of  the  puzzle: 
Richard  Lehmann,  publisher  of  the 
Income  Securities  Advisor  ne\\'sletter, 
points  out  that  as  long  as  the  U.S. 
runs  a  balance-of-trade  deficit  with  the 
rest  of  the  world,  those  countries  will 
be  in  the  market  for  Treasurys. 

Uncle  Sam's  obligations  also 
happen  to  be  extremeh'  attractive  on  a 


the  supply  of  conventional  Treasury  yield  basis.  Even  with  the  one-point 

paper  is  shrinking.  decline  since  the  spring,  U.S.  Trea- 

Which  brings  us  to  the  demand  side  surys  still  have  among  the  highest 

of  the  story.  Pools  of  capital  looking  yields   of  any   government-backed 


deficit,  that  is,  would  have  to  be  $100     for  investment  opportunities  around     paper  in  the  developed  world.  The 


billion  a  year.  That  isn't  happening.  the  world  are  growing.  There's  cur- 

The  deficit  has  plunged  ft-om  $291  rently  $9  trillion  invested  in  the  U.S. 

billion  at  its  peak  in  1992  to  an  esti-  fixed-income  markets.  If  that  money 

mated  $23  billion  for  the  fiscal  year  earns  6%  a  year,  it  will  double  every  1 1 

that  ended  Sept.  30.  A  surplus  for  years.  That's  a  lot  of  dough  searching 

fiscal  1998  is  not  out  of  the  question,  for  a  safe  place  to  rest. 

That  much  is  obvious.  A  less  obvi-  Furthermore,  should  returns  on 

ous  and  smaller  part  of  the  supply  stocks  ever  get  back  down  to  their 

story  is  the  fact  that  some  of  the  historical  rates,  (see  Charticle,  p.  49)^     Italian  looking  for  a  sound  bond,  and 

Treasury's  debt  issuance  comes  in  the  it's  a  good  bet  some  of  the  $11  tril-      if  you  were  reasonably  confident  that 

form  of  inflation-adjusted  bonds,  lion  invested  in  stocks  will  switch     the  U.S.  dollar  would  stay  strong, 

Invented  this  year,  the  \delds  on  these  to  bonds.  you  might  move  some  savings  out  of 


only  bonds  that  \'ield  more  are  those 
issued  by  the  United  Kingdom, 
known  as  gilts.  Ten-year  gilts  current- 
ly yield  around  70  basis  points  more 
than  ten-year  Treasury  bonds.  But  all 
other  high-qualit)'  foreign  bonds  Nield 
less  than  Treasurys. 

So,  if  you  were  a  German  or  an 


bonds  change  with  the 
consumer  price  index,  but 
their  prices  do  not  fluctu- 
ate when  interest  rates 
move.  Some  $23  billion  of 
indexed  Treasurys  were 
floated  in  the  first  three 
quarters  of  1997. 

That  may  not  be  a  lot  in 
the  $5  trillion  Treasury 
market,  but  there's  more 
where  that  came  from. 
The  Treasury  has  said  it 
will  issue  a  30-year 
indexed  bond  next  year. 
These  may  be  fine  for 
small  investors,  but  big- 
money  types  who  specu- 
late with  Treasurys  use 
them  to  hedge  positions  or 
simply  buy  and  hold  the 
paper.  They  don't  use 
indexed    bonds    because 


Net  Treasury  issuance  is  plummeting  . . . 
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while  demand  for  bonds  is  rociteting.  Result:  higher  prices. 


deutsche  mark  bonds 
and  lira  bonds  into 
Treasurys. 

All  in  all,  a  fairly  dra- 
matic supply-and-de 
mand  case  for  bonds, 
even  if  the  Fed  raises 
rates  at  its  December 
meeting.  \Vliat  could 
derail  the  scenario.'  If 
foreign  central  banks 
stepped  up  their  selling, 
that  would  hurt.  But  die 
selling  would  have  to  be 
enormous  to  over- 
whelm rising  demand 
from  other  investors. 

What  bonds  or  bond 
funds  should  you  buy? 
Go  out  as  far  as  possi- 
ble in  maturity'.  The  fol- 
lowing story  fills  in 
some  of  the  details.  WM 
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Bond  investing  is  all  about  harvesting  small  returns.  Here's  how  to  do  it  right. 

Buying  a  bond  fund 


By  Thomas  Easton 

We  can  think  of  four 
REASONS  why  you  might 
suddenly  take  an  interest 
in  bond  funds,  after 
years  of  spurning  them. 

(1)  You  think  that 
deflation,  which  would 
probably  be  bad  for  the 
stock  market  but  would 
be  a  boon  for  holders  of 
noncallable  bonds,  is 
more  than  a  remote 
possibility. 

(2)  The  supply  of 
Treasury  bonds  is 
shrinking  at  a  time  when 
demand  is  growing  (see 
story,  p.  311). 

(3)  You  think  the  past 
half-century  or  so  of 
rotten  returns  for  bond- 
holders is  an  aberration 
(see  story,  p.  49). 

(4)  You  just  want  to 
be  a  little  more  conser- 
vative in  your  investing.  In  one  out  of 
every  three  years  since  1925,  bonds 
have  outperformed  stocks,  and  1998 
could  be  one  of  those  years. 

How  do  you  pick  a  good  bond 
fund?  There  are  three  steps  to  the 
process. 

First  step:  Ask  yourself  how  much 
risk  you  are  willing  to  take.  Long- 
term  bond  funds  are  riskier  than 
short-term  ones.  With  long  bonds 
you  make  a  bigger  killing  should 
interest  rates  fall,  but  of  course  you 
would  take  a  bigger  shellacking  if 
interest  rates  go  the  other  way. 

A  junk  bond  fund  or  an  emerging 
markets  bond  furjd  delivers  better 
returns  in  exchange  for  more  risk. 
Both  kinds  lend  money  to  borrowers 
who  might  not  repay.  You  get  maybe 
six  percentage  points  more  interest 
lending  money  to  such  characters 
than  you  would  get  lending  to  the 
very  creditworthy  U.S.  Treasury. 
That  six-point  margin  may  or  may 
not  cover  occasional  losses  of  princi- 


pal. On  the  other  hand,  if  you  are 
lucky  there  will  be  few  such  losses. 

Next  step:  Look  at  your  taxes.  If 
you  are  investing  through  a  401(k), 
an  IRA  or  other  deferred  account,  buy 
a  fund  that  owns  taxable  bonds  (like 
Treasurys).  If  you  are  not  buying  for 
a  tax-sheltered  account,  you  have  to 
ask  yourself  whether  you  would  do 
better  with  a  fund  that  owns  federal- 
ly tax-exempt  bonds,  otherwise 
known  as  a  muni  bond  fund. 

For  prosperous  investors  investing 
in  a  taxable  account,  the  case  for 
munis  is  pretty  strong.  A  long  Trea- 
sury fund  will  yield  6%,  or  less  than 
4%  for  someone  in  the  36%  tax 
bracket.  You  can  get  5%  on  a  muni 
bond  fund. 

But  before  diving  100%  into 
munis,  consider  a  few  drawbacks. 
One  is  that  if  interest  rates  come 
crashing  down,  your  capital  gains  on 
the  munis  will  be  a  little  disappoint- 
ing, since  most  muni  bonds,  unlike 
most  Treasurys,  are  callable.  Next, 


you  usually  pay  state 
income  tax  on  interest 
from  out-of-state  munis, 
while  you  don't  with 
Treasurys. 

You  can  avoid  this 
problem  by  buying  a  hind 
that  holds  only  local 
munis,  but  then  you 
create  a  credit  risk.  If  Cal- 
ifornia has  a  big  earth- 
quake, a  California  muni 
bond  fund  would  suffer.  If 
New  York  State  sinks  into 
a  recession.  New  York 
investors  who  opted  for  a 
double-tax-free  muni  fund 
will  suffer.  There  are  some 
insured  one-state  funds 
that  offer  some  protection 
against  defaults  through 
guarantees  issued  by  pri- 
vate insurance  companies. 
It's  possible  that  in  a  really 
big  economic  mess  the 
reserves  backing  these  insurance  poli- 
cies would  be  tapped  out.  No  one 
knows. 

Last  but  not  the  least  item  on  your 
agenda:  costs.  You  make  money  in 
bonds  one  penny  at  a  time.  If  costs 
are  important  in  equity  investing, 
they  are  more  so  with  bonds. 

Look  at  the  arithmetic.  A  long 
Treasury  yields  6%,  or  maybe  3%  to 
4%  net  of  inflation.  An  efficient  Trea- 
sury fund  will  peel  a  quarter  of  a 
point  off  this  return.  A  bad  fund  will 
gobble  up  a  full  percentage  point  or 
more.  Look  at  it  this  way:  That  cost- 
heavy  fund  is  eating  up  more  than 
15%  of  what  your  bonds  yield.  The 
world  is  full  of  naive  bond  fund 
investors.  Almost  half  of  the  3,700 
bond  funds  tracked  by  Morningstar 
charge  in  excess  of  1%  annually. 

In  our  Best  Buy  rankings  of  high- 
grade  bond  funds  (see  opposite).,  we 
count  the  cost  of  ownership  three 
times  as  heavily  as  past  results  in  the 
composite  score.  This  formula  reflects 
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A  penny  saved  is  a  penny  earned 


Performance     Fund 
DOWN 
-markets — 


Taxable 


Investment  style 


Total  return' 

3-year  latest 

annualized        12-month 


Assets^         Duration'     Annual 
($mil)  (years)     expenses 

per  $100 


c 

B 

Vanguard  Fixed  Income 

Ginnie  Mae 

10.4% 

9.2% 

7.0% 

$8,307 

4.2 

$0.27 

c 

B 

USAA  Invest-GNMA  Trust 

GinnieMae 

9.3 

9.2 

6.7 

328 

4.1 

0.30 

B 

B 

Standish  IntI  Fixed-Income 

Global 

14.5 

12.4 

5.3 

1,083 

4.6 

0.53 

C 

B 

Payden  &  Rygel  Global  Fixed  Income-A 

Global 

10.4 

8.7 

5.3 

548 

4.8 

0.53 

Spartan  High  Income^ 

Junk 

16.0 

16.1 

7.3 

2,347 

NA 

0.80 

C 

B 

Northeast  Investors  Trust 

Junk 

15.6 

15.6 

7.3 

2,073 

NA 

0.69 

A 

D 

Vanguard  Fixed  Inc-L-T  Corp 

Long-Term 

13.0 

12.1 

6.9 

3,505 

9.0 

0.28 

A 

D 

Dodge  &  Cox  Income 

Long-Term 

10.8 

9.2 

6.5 

660 

5.3 

0.50 

B 

C 

Standish  Fixed  Income 

Medium-Term 

10.7 

9.4 

6.7 

3,017 

4.7 

0.38 

B 

C 

Vanguard  Bond  Index-Total  Bond  Market 

Medium-Term 

10.0 

8.9 

6.4 

4,535 

4.6 

0.20 

D 

A 

Vanguard  Fixed  Income-S-T  Corp 

Short-Term 

7.7 

6.7 

6.1 

4,532 

1.9 

0.25 

Vanguard  Bond  Index-S-T  Bond 

Short-Term 

7.7 

6.8 

5.9 

477 

2.3 

0.20 

A+ 

F 

Vanguard  Fixed  Income-L-T  US  Treasury 

US  Treasury 

13.2 

11.3 

6.3 

916 

9.1 

0.25 

A 

D 

Vanguard  Fixed  Income-I-T  US  Treasury 

US  Treasury 

9.8 

7.9 

6.1 

:     1,372 

4.7 

0.25 

Municipal 


A+       D 

Vanguard  Muni  Bond-Long-Term 

Long-Term 

-      10.2 

8.2 

4.9 

1,239 

7.3 

0.20 

A         D 

Vanguard  Muni  Bond-High  Yield 

Long-Term 

10.0 

8.3 

5.0 

2.230 

7.0 

0.20 

D         B 

USAA  Tax-Exempt-Intermediate 

Medium-Term 

8.8 

8.5 

4.8 

1,864 

5.6 

0.37 

D         A 

Vanguard  Muni  Bond-Intermediate 

Medium-Term 

7.8 

6.5 

4.4 

6,736 

4.7 

0.20 

C         B 

Amer  Century-Benham  Calif  Muni  Hi-Yield 

One-State 

:         10.3 

10.0 

4.9 

204 

0.0 

0.51 

A         C 

Vanguard  New  York  Insured  T-F 

One-State 

9.6 

7.7 

4.7 

1,100 

6.8 

0.20 

F         A+ 

USAA  Tax-Exempt-Short-Term 

Short-Term 

5.8 

5.6 

4.2 

852 

2.4 

0.41 

F         A+ 

Vanguard  Muni  Bond-Ltd  Term 

Short-Term 

5.5 

5.0 

4.1 

:      1,951 

2.6 

0.21 

All  funds  are  no-load.  '  As  of  Oct.  30:  ^ As  of  Sept.  30.  'Weighted  average. 

'Distributor  may  impose  redemption  fee 

whose  proceeds  revert  to  the  fund.  NA:  Not  available. 

' 

Sources:  Forbes:  Upper  Analytical  Services:  Morningstar  he. 

Secret  to  smart  fixed-income 
investing:  Keep  your  costs  down. 


the  fact  that  portfoHo  skills  don't 
have  much  bearing  on  how  well  you 
do  owning  Treasurys.  Costs  do 
matter. 

The  Vanguard  fund  family  domi- 
nates the  list  of  efficient  bond  fluids. 
If  that  makes  the  list  look  monoto- 
nous, all  we  can  say  is:  There  should 
be  more  bond  fund  sponsors  with 
Vanguard's  sense  of  frugality. 

Our  Best  Buy  rankings  of  junk 
bond  funds  and  emerging  market 
hinds  give  equal  weight  to  costs  and 
past  performance.  There,  a  smart 
manager  can  earn  his  keep  by  avoid- 
ing defaults. 

A  handful  of  portfolio  managers 
who  deal  with  higher-grade  bonds 
earn  their  keep  as  active  traders.  At 
the  Loomis  Sayles  Bond  Fund, 
Daniel  Fuss  holds  the  unique  distinc- 
tion of  an  A-i-  up-market  ranking  and 
a  B  down-market  ranking  from 
Forbes.  That  suggests  good  rewards 
for  less  than  average  risk,  a  remark- 
able    combination.     The     fund's 


expense  ratio  is  0.75%.  Fuss,  64, 
earns  his  fees  by  intense  research  on 
individual  issues.  His  wife,  he  says, 
complains  about  the  time-consuming 
effort,  but  his  father-in-law,  whose 
money  is  in  the  huid,  is  quick  to  tell 
his  daughter,  "Let  him  work." 

Last  thing  to  think  about:  Would 
you  be  better  off  owning  bonds 
direcdy? 

If  you  might  need  the  money  in  a 
hurry,  the  answer  is  no.  For  transac- 
tion costs,  a  no-load  hind  cannot  be 
beat:  It  costs  nothing  but  a  phone 
call  to  get  in  and  out. 

What  if  you  are  reasonably  confi- 
dent of  holding  the  bonds  to  maturi- 
ty? Direct  ownership  can  save  a  few 
bucks.  For  a  nominal  $49,  a  discount 
place  like  Charles  Schwab  will  fill  out 
the  paperwork  and  get  you  die  same 
terms  institutions  get  at  Treasury  auc- 
tions. Or  buy  second-hand  T  bonds 
in  the  open  market. 

If  you  take  the  latter  route,  watch 
those  markups.  On  a  $50,000  Trea- 
sury trade  dirough  a  discount  broker, 
the  stated  commission  may  be  only 
$50  (or  even  $0),  but  you  pay  per- 


haps $250  in  the  form  of  a  markup 
over  the  wholesale  value  of  the 
bonds.  It  would  cost  you  another 
$250  in  the  form  of  a  markdown  to 
get  rid  of  the  bonds  before  maturity'. 
On  a  $10,000  purchase  you  are 
going  to  lose  at  least  1%  every  time 
you  buy  or  sell. 

So  before  placing  a  bond  buy 
order,  ask  die  broker  to  reaci  ft-oni  his 
quote  screen  the  wholesale  bid  and 
ask  price  for  the  issue.  Compare  the 
midpoint  of  this  spread  widi  die  retail 
price  your  broker  is  asking.  If  you  are 
buying  the  bond  in  order  to  avoid 
fiind  expenses,  how  long  will  it  take 
you  to  earn  back  this  trading  cost? 

As  you  veer  away  from  the  Trea- 
sury niaiket,  the  case  for  direct  own- 
ership becomes  far  weaker.  You 
would  have  to  be  foolhardy  to  want 
to  own  junk  bonds  directly.  During 
the  tumultuous  trading  in  the  final 
week  of  October,  the  wholesale 
bid/ask  spreads  on  some  of  the  dicier 
issues  widened  at  times  to  five  full 
percentage  points. 

God  knows  what  retail  customers 
paid  to  tiade.  HI 
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Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more 
they  take.  Everybody  gets  theirs  and  you  get  v^hat's  left.  Will  it  be 
enough  for  a  comfortable  retirement?  You've  made  investments,  but 
now  you  may  not  feel  quite  as  good  about  them.  And  does  anyone 
need  to  ask  how  you  feel  about  Social  Security?  Perhaps  you  should 
consider  something  that  could  give  you  a  little  more  confidence. 
May  we  lend  you  a  hand?  You  will  find  a  wide  range  of  investment 
opportunities  at  American  Century.  We  have  over  sixty  mutual  funds 
organized  to  diversify  your  portfolio.  To  help  get  you  up  and  keep 
you  ahead.  Over  two  million  people  trust  us  to  manage  their  money. 
They  seem  to  like  our  approach  to  investing.  Our  funds  are  managed 
by  teams.  Instead  of  an  individual.  We  believe  that  allows  us  to  make 
better  and  more  consistent  decisions.  We  also  weigh  our  independent 
research  against  market  trends.  To  see  if  they  are  right.  Independent 
thinking.  It  can  make  the  difference  between  winning  and  losing. 
Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


Please  call  l-800-345-7?| 
for  a  prospectus  contain 
more  complete  informatl 
including  charges  and 
expenses,  which  should  I 
read  before  investing, 
www.americancentury.cl 


American 
Century. 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  Dow  Jones  industrial  average 
has  never  attained  three  consecutive 
calendar  years  of  returns  exceeding 
20%.  So  reports  Larry  Wachtel,  Pru- 
dential Securities'  market  analyst. 
Wachtel  is  now  reining  in  his  stock 
market  expectations  for  the  rest  of 
the  year. 

For  nervous  investors  who 
nonetheless  want  to  stay  in  stocks, 
Wachtel  favors  some  high-yielding 
real  estate  investment  trusts.  Exam- 
ple: Boston  Properties  (NYSE,  BXP), 
which  owns  office  buildings  in  the 
Northeast;  its  yield  is  5.2%. 

For  more  aggressive  investors, 
Wachtel  likes  Motorola  (NYSE,  mot), 
trading  31%  below  its  1997  high  of 
$91.  Wachtel  concedes  that  Motor- 
ola's paging  business  is  lagging,  but 
he's  optimistic  about  its  cell  phone 
and  satellite  businesses. 


00 


Special  focus 


Peter  Canelo,  U.S.  investment  strategist 
at  Morgan  Stanley,  has  this  advice  for 
investors  worried  about  effects  of  the 
Asian  meltdown  on  U.S.  corporations: 
Stick  to  U.S.-ba.scd  companies  and  multi- 
nationals with  little  exposure  to  Asia.  The 
eight  examples  below  should  earn  an 
average  23%  more  in  1998  than  in  1997. 


Yankee,  stay  home 


Company 

Recent 
price 

Est  EPS 

growth 

1997  to  1998 

AMR 

$119.69 

11% 

Cisco  Systems 

83.56 

28 

CVS 

63.75 

18 

Gap 

53.81 

18 

Home  Depot 

56.88 

24 

Eli  Lilly  &  Co 

65.50 

19 

Lowe's  Cos 

42.63 

20 

PeopleSoft 

65.25 

44 

Sources:  Morgan  Stanley  Dean  Witter:  IBES  Express. 


The  overall  market 


5300 
4500 

3700 
2900 

2100 
1300 


The  Barra  All-US  price  index  as  of  1 1/7/97 

Market  value:  $10.6  trillion 

P/E;  21.4 

P/E  minus  negative  EPS:  20.1 

Price/book:  3.4 

Yield:  1.5  % 


5600 


5100 


4600 


4100 


12-month  closeup 


'  Performance 

Last  4  weeks 
Since  12/31/96 


Price 

23.6 


Total  return 

-4.4% 
25.7 


3600 


I  Barra  indei 

■  200-(lay  movinj  averaie 


'87     '88     '89     '90     '91     '92      '93     '94     '95     '96     '97 


NDJFMAMJ    JASON 

'96  '97 


Closeup  on  the  markets 


Index  or  Investment 

Barra  All-US  index 

S&P/Barra  Grovrth  index 

S&P/Barra  Value  index 

Dow  Jones  Indus 

S&P  500 

NYSE 

Nasdaq 

PSE  Tech  100 

eafe' 

CRB  futures  indi 

Gold  (Comexsi 

Yen  (perSUS) 

Oil  (W  Texas  Intermediate) 


2-week  change 


Dow  Jones  industrials 

-1.7 

S&P  500 
NYSE 

-1.5 
-1.7 

Nasdaq 

-2.9 

PSE  Tech  100 

-2.5 

eafe' 

-4.0  1 

CRB  futures  index"' 
Gold  (Comexspot) 

-0.5 
1.0 

-1.8% 

-0.6 

-2.4 

1.7 

1.5 

1.7 

2.9 

2.5 

4.0 

0.5 

1.0 

1.9 

0.0 


%  change  from 

5-year  high 
-5.6% 


1  year  ago 

25.9% 

28.9 

24.7 

21.9 

26.9 

26.1 

27.4 

33.2 

-0.9 

0.7 

-18.2 

11.2 

-9.2 


I 


-5.2 
-6.1 
-8.2 
-5.7 
-5.2 
-8.2 

-12.0 

-12.6 
-7.8 

-25.2 
-2.3 

-21.9 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors' 


Best 

Recent 
price 

2-week 
change 

1997 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1997     1 
EPS'     1 

Starmet 

$28.50 
45.06 
13.50 
51.88 

68% 
43 
42 
40 

$0.15 
1.04 
0.5S 
2.60 

MIdcom  Communications 
Oxford  Health  Plans 

$0.84 

-88% 

$-5.88 

0.18 

-3.85 

0.11 

0.49 

acc 

25.44 

-63 

CTC  Communications 

Molten  Metal  Technology 

2.44 

-52 

Carson  Pirie  Scott 

Nitinol  Medical  Technologies 

9.75 

-36 

Oregon  Metallurgical 

32.81 

40 

2.07 

Pegasystems 

18.38 

-36 

Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change 

since 

12/31/96 

Photographic,  optical 

7.1% 

-23.1% 

Precious  metals 

-21.2% 

-21.8% 

Cosmetics 

4.7 
3.2 

23.8 
42.7 
89.8 
20.6 

Aluminum 
Forest  products 

-11.7 

-2.6 

Retail 

-9.3 

21.5 
12.9 

Oilfield  senices 

1.9 
1.7 

Paper 

-9.0 

Leisure, luxury 

Pollution  control 

-8.9 

-2.4 

Note:  Data  for  period  ending  11/7/97,  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  "Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  ^Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  -'A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  ■'A  dollar-dencminated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  -Index  of  21 
commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  *Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  DIVIDEND  REVIEW 

Corporate  vs.  government  yields 


•88         "90        '92         '94        '96  "97 


Corporate  dividend  revisions 

3,000 

■  Positive 

■  Negative  &  omissions 
2,500 

2,000 

..U  ■ 

1,500 

1,000 

; 

500 

0 

iknULLLl 

'88          '90          '92         '94         '96  '97 

Through  Oct.  31.  1997 

Representative  industry  payouts 


Industry 

Yield 

Payout^ 

P/E 

Industry 

Yield 

Payout^ 

P/E 

Auto  &  truck  mfg 

3.3% 

32% 

10.5 

Paper  &  forest  prods 
Petroleum 

2.4% 

83% 

41 
19 

Banking 

1.7 

31 

19.6 

2.7 

49 

Electric  utilities 

5.5 

76 

14.3 

Pharmaceuticals 

1.4 

42 

35 

Food  processing 

1.7 

44 

27.0 

Retailing 

0.9 

19 

23 

Health  care  svcs 

0.2 

5 

26.8 

Software 

0.1 

4 

43 

High  yields;  high  growth 


BY  ERIC  S.  HARDY 


It's  tough  for  incomc-mindcd 
investors  to  find  much  to  buy  when 
both  the  dividend  yield  on  the  s&r 
500 — 1.6% — and  the  index's  payout 
ratio — an  estimated  35%  this  year — 
are  at  record  lows.  Since  1928  the 
s&p  500  yield  has  averaged  4.5%;  the 
payout  59%. 

Don't  obsess  about  current  yield 
when  picking  an  income-producing 
stock,  says  Donald  Taylor,  comanag- 
er  of  Franklin  Rising  Dixidends  Fund. 
This  defensive  fund  is  rated  A  by 
Forbes  in  down  markets,  D  in  up 
markets.  The  flind's  1997  return  of 
27%  is  slighdy  ahead  of  die  s&P  500 
and  has  outdone  the  Dow  industrials 
by  nine  percentage  points.  "I'm  more 
concerned  with  a  [company's]  histo- 
ry of  dividend  increases  and  the 
fiiture  sustainabilit)'  of  increases  than 
current  yield,"  says  Taylor. 

He  looks  for  companies  that  have 
raised  their  dividends  at  least  eight 
times  in  the  last  ten  years;  the  divi- 
dend rate  during  the  decade  must 
have  at  least  doubled.  His  largest 
holding  is  Family  Dollar  Stores  (fdo, 
S25).  It  pays  just  1.3%  but  has  a 
20-year  record  of  constantly  higher 
dixidends. 


High  estimated  payouts:  1997  &  1998 


Company/industry 

Price 

Yield 

Dividend 
growth* 

63% 

Chrysler/automobiles 

$35.25 

4.5% 

Eagle  Bancshares/savings  &  loan 

18.50 

32 

22 

Ford  Motor/automobiles 

45.75 

3.7 

23 

Helix  Technology/cryogenic  equipment 

22.41 

3.7 

86 

lllinova/electric  &  gas  utility 

21.38 

5.8 

42 

Ingles  Markets/superniarkets 

13.75 

4.8 

39 

1 

Sbarro/restaurants 

26.56 

4.1 

21 

Tech/Ops  Sevcon/electronic  equipment 

14.19 

4.2 

28        „ 

i 

Company/industry 

Price 

Estimated  payout 
1997        1998 

Arco  Chemical/chemicals 

$46.81 

126% 

104% 

Fidelity  Bankshares/banking 

28.25 

97 

82 

Lance/snack  foods 

23.25 

95 

83 

Louisiana  Pacific/forest  products 

20.81 

NM 

95    ; 

Lukens/steel 

18.88 

NM 

86 

Paul  Mueller/dairy  processing  equipment 

39.00 

107 

80 

PMC  Capital/small  business  loans 

14.31 

100 

92 

Webster  City  Federal  Savings/savings 

&loan 

21.00 

129 

"'i 

Note:  Dividend  data  as  of  10/31/97.  Prices  as  of  11/7/97.  *3-year  annualized.  NM:  Not  meaningful.  -Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12 
months'  increase  in  the  Consumer  Price  Index.  ^Capitalization-weighted.  Dividends  divided  by  latest  12  months'  earnings  per  share;  all  extraordinary  items  are  excluded. 
Sources:  Market  Guide  via  OneSource  Information  Services;  IBES  Express;  Standard  &  Poor's  Corporation  Records. 
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We  guided  BEIJING  NORTH  STAR  TO  A  HK$1.7  BILLION  H 
SHARE  OFFER. 


ill 


HSBC  Investment  Banking  knows  that  the  best  way  for  any  business  is  to  go  forward.  HSBC  Investment 
Bank  Asia  was  the  global  co-ordinator,  sponsor  and  lead  manager  of  the  Beijing  North  Star  H  share  offer  on 
the  Hong  Kong  Stock  Exchange.  The  offer  was  so  well  received  that  the  issue  was  397  times  over-subscribed. 
One  of  the  largest  property  development  and  investment  groups  in  the  Chinese  capital.  Beijing  North  Star  has 
commercial  and  residential  properties,  and  a  significant  land  bank  for  future  development.  Issuing  707.020.000 
new  H  shares  to  raise  HK$1.7  billion  required  extensive  corporate  finance,  research  and  distribution  efforts.  The 
result  speaks  for  itself. 


HSBC  Investment  Banking  <I> 


MemlTer  HSBC  Gnmp 

Corporate  Finance  ►  Project  and  Export  Finance  ►  Specialised  Finance  ►  Private  EqiiitN  ►  Loan  Syndication 
Equity  Research  and  Distribution  ►  Asset  Management  ►  Private  Bank;ing 

Issued  hy  HSBC  tnvestmfnt  Bank  ;>/c.  Regulated  by  SFAfor  the  conduct  of  invfstment  twsiness  in  thf  UK. 


STREETWALKER 

■jiiMJii:Vi^:i:iim:ir/:Vih: 


A  giant  grower  slows 

Lucent  Technologies 

(Nl^SE:  LU),  the  $26  bil- 
lion (1997  sales)  manufacturer 
of  telecommunications  equip- 
ment and  software,  has  been 
on  a  tear.  Demand  for  second 
phone  lines  to  pro\ide  Inter- 
net and  data  ser\ices  helped 
propel  Lucent's  profits  up  43% 
in  the  past  year.  At  a  recent 
$79.12,  shares  have  tripled  (to 
about  $90)  since  they  were 
spun  off  fi-om  AT&T  in  April 
1996.  Lucent's  p/e  ratio  for 
fiscal  1997  is  28. 

The  stock  is  \adnerable.  Lucent's  big  business — build- 
ing net^^'Ork  telephone  systems — is  liighly  competiti\e. 
Plus,  the  robust  growth  that  Lucent  has  enjoyed  in  the 
U.S.  will  slow  in  some  areas.  U.S.  telecom  capital  spend- 
ing growiii  is  expected  to  come  in  at  10%  next  year 


versus  23%  for  1996  and  1997.  AT&T  says 
:   it  will  cut  $  1  billion  fi^om  capital  spending 
z  next  vear.  Worrisome,  because  it  is 
I  Lucent's  largest  customer,  generating  an 
"  estimated  10%  of  revenues, 
f       Bulls  say  growth  will  come  internation- 
:  ally.  One  tastv'  area:  Europe's  deregulating 
I  communications  markets.  But  Lucent's  up 
;  against  entrenched  competitors:  Alcatel, 
Siemens,  Ericsson  and  S^okia.  When 
WorldCom  decided  to  build  a  European 
long  distance  net\\'ork,  it  chose  Alcatel  as 
its  main  supplier. 

For  fiscal  1998,  analysts  are  estimating  a 
20%  earnings  increase  at  Lucent:  $2.84  per 
share.  That's  half  the  rate  of  growth  of  the 
prex'ious  year.  One  money  manager  thinks  the  stock 
could  fall  nearly  20%,  to  the  mid-60s.  There's  precedent: 
Northern  Telecom's  stock  lost  about  a  quarter  of  its 
\'alue  in  October,  when  momentum  investors  realized  its 
phenomenal  growth  rate  couldn't  last. 


Oil's  well  that  ends  well 

Over  the  last  decade  most 

oil  companies  have 
slashed  operating  costs.  A 
notable  exception:  Hous- 
ton-based Enserch 
Exploration  (ntse:  eex), 
w^hose  shares  traded  at  a 
recent  $9.  Costs  of  find- 
ing and  producing  crude 
oil  and  gas  at  this  $330 
million  (1996  sales)  com- 
pany ha\^e  for  years  been 
double  its  peers'.  Parent 
Enserch  Corp.  spun  off 
its  83%  stake  in  the 
exploration  compan)'  to 
shareholders  in  August 
when  it  merged  with 
Dallas-based  Texas  Utili- 
ties. Shares  have  bounced 
bet\veen  $10  and  S7  since. 

Buy  it.  The  January  entry  of 
Chairman  Thomas  Hamilton — the 
industry  veteran  who  helped  turn 
around  Pennzoil — is  good  news. 
Hamilton  shut  down  low-profit 
properties;  this,  with  some  asset 
sales,  pushed  revenues  down  3% 
for  the  first  three  quarters  of 
1997.  But  operating  cash  flow 
increased  by  28%,  twice  the 
increase  in  natural  gas  prices. 
Losses  now  appear  because  of 


Thomas  Hamilton 
Oilman  with  a  plan. 


wTitedowns  and  restructuring. 
Earnings  will  come  along  soon. 
Hamilton  has 
chopped  corporate 
head  count  25% 
and  mo\ed  the 
compaiiN'  fi"om  a 
225,006-square- 
foot  headquaiters 
to  a  50,000-square- 
foot  office. 

The  real  reward 
will  come  if  Hamil- 
ton's bet  in  the 
deepw^ater  Gulf  of 
Mexico  pays  off 
Parmering  with 
Great  Britain's 
Enterprise  Oil  Ltd., 
Enserch  Explo- 
ration has  tar- 
geted 10  to  12  new- 
exploratory  wxUs;  if  just  2 
hit,  the  size  of  the  com- 
pany could  double. 

Charles  Ober, 
manager  of  the  T. 
Rowe  Price  New 
Era  fijnd,  expects 
Enserch  to  gen- 
erate about 
$1.70  per  share 
in  cash  flow- 
next  year. 


That's  up  from  SI. 45  in  1997. 
This  puts  the  stock  at  about  five 
times  cash  flow,  in  line  with  com- 
panies with  much  less  growth 
potential.  Shares  could  hit  $12  a 
year  from  now-,  a  33%  gain. 

-Christopher  Palmeri 

Glass  works 

Recall  ^\tien  plastics 
were  going  to  take  over 
the  w^orld.^  They  didn't.  Glass  is  alive 
and  well  and  breaking  the  bank  at 
Owens-Illinois  (nyse:  Ol).  The 
Toledo,  Ohio  company's  bet  that 
polyethylene 
terephthalate 
(pet)  bottles 
would  become  a 
low- margin 
commodit)-  is 
pacing  off  "The 
move  to  PET  has 
been  a  disaster 
for  many  com- 
panies," asserts 
Daniel  D. 
Khoshaba,  pack- 
aging industry 
analyst  at  Salomon 
Brothers,  Inc. 
Plastic  rules  in  soft 
drinks,  but  glass  dominates  the 
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much  larger  beer  market — demand 
for  beer  botdes  is  up  40%  since 
1992.  Owens-Illinois  owns  half  the 
glass  container  market.  The  compa- 
ny's operating  margins  are  16%, 
twice  the  industry  average. 

Khoshaba  says  oi  shares,  at  a 
recent  $34.87,  are  the  best  value  in 
the  packaging  sector.  The  stock 
sells  for  17  times  trailing  earnings 
and  a  reasonable  1.1  times  sales. 
Khoshaba  predicts  that  over  the 
next  five  years  oi's  earnings  will 
grow  16%  to  18%  annually.  Price 
target:  $46  over  the  next  12 
months,  a  nearly  35%  gain. 

-John  H.  Christy 

The  Valley  peaks 

Silicon  Valley  Bancshares 
(Nasdaq:  sivb),  a  holding 
company  for  the  $2.4  billion 
(assets)  Silicon  Valley  Bank,  which 
lends  to  technology  startups,  has 
been  a  big  beneficiary  of  the  tech- 
stock  craze.  Silicon  Valley's  shares, 
at  a  recent  $54.75,  are  up  70% 
since  January.  The  stock  trades  at 
25  times  1996  earnings — about  a 
20%  premium  to  the  average 
regional  bank. 

More  than  half  the  company's 
loans  go  to  businesses  at  the  venture 
capital  stage.  The  company  charges 
its  startup  customers  interest  rates  of 
10%  to  12%,  about  three  percentage 
points  above  prime.  It  makes  a 
bundle  cashing  in  a  customer's  war- 
rants after  it  goes  public.  But  Jeffery 
Middleswart,  analyst  with  Dallas- 
based  research  firm  David  Tice  & 
Associates,  thinks  Valley  has  peaked. 
For  one,  the  number  of  venture- 
backed  technology  and  health  care 
IPOs  fell  50%  this  year  over  last. 
About  40%  of  California  ipos  issued 
since  1991  are  selling  below  offer- 
ing prices. 

Silicon  Valley  also  lends  to  pub- 
licly traded  companies.  And  a  bull 
market  in  tech  stocks  has  kept 
defaults  low.  But  Silicon  Valley's 
profitability  will  fall  if  the  market 
cools,  says  Middleswart.  In  the 
meantime,  other  banks  are  moving 
into  Silicon  Valley  territory.  The 
stock  should  fall  to  the  20s  by  the 
end  of  next  year,  a  50%  decline. 
Shares  are  borrowable.  ^ 
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What's 

cooking  in  your 

portfolio? 


Every  investor  knows  that  a  balanced 
diet  is  best  for  long-term  financial  health. 

That's  why  your  advisor  at  Bank  Julius 
Baer  blends  the  resources  of  the  JuHus 
Baer  group  into  a  recipe  for  long-term 
after-tax  performance. 

International  wealth  management  is 
our  strength.  Personalized  sendee  is  our 
commitment.  For  Julius  Baer  group 
expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  GO 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 


jB-B 


BANK  JULIUS  BAER 

The   Fine  Art   of   Private  Banking 

http://www.jul iusbaer  com 


DIVIDEND  GROWTH  WITH 
FIVE-STAR  PERFORMANCE 


T.  Rowe  Price  Dividend  Growth  Fund  offers  investors  long-temi  capital 
appreciation  potential  by  investing  in  established,  well-managed  companies 
v^hose  earnings  and  dividends  are  expected  to  grow  over  time.  Because  the 
fund  focuses  on  the  stocks  of  companies  that  pay  dividends,  which  generally 
offer  greater  price  stability  and  less  volatility  than  those  that  do  not,  it  provides 
a  relatively  conservative  way  to  participate  in  the  stock  market. 

Morningstar's  highest  rating.  The  fund's  strategy  has  proven  successful.  In 
fact,  Morningstar  awarded  die  fund  a  five-star  (*****)  rating  for  its  overall 
risk-adjusted  performance.*  The  fund  was  rated  among  2,143  domestic  equity 
funds  for  the  three-year  period  ended  9/30/97.  Past  perfonnance  cannot  guar- 
antee future  results.  $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

A  1-800-541-6591 


Inxjest  Wth  Confidence 

TRoweFWce 


m 

'Ik 


*Morningslar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  ^)/30Ar.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-year  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  witli 
appropriate  fee  adjustments  and  a  risk  factor  diat  reflects  fund  performance  below  90-day  Tix'asury  bill  anunis.  The  fund's 
3-year  rating  is  5  stai-s.  Ten  percent  of  funds  in  an  in\estment  category  a'ceive  S  stai-s.  Read  die  prospectus  caa'fully  before 
investing.  T.  Rowe  Price  Investment  Services.  Inc..  Oistributor  nt;ro588so 
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'Tis  the  season 
to  be  shorting! 


) 


You  don't  have  to  be  bearish  on  the  market  to  use  the  FoRBEs/Hulbert  short  screen. 
Think  of  it  as  a  kind  of  portfolio  insurance— it  paid  off 
in  the  October  crash. 

By  Peter  Brimelow  and  Mark  Hulbert 

October's  stock  alvrket  bkeak  was 
a  jolting  reminder  that  you  can  lose 
money  holding  stocks — and  that  you 
can  make  money  on  die  short  side. 

Forbes'  short  screen  is  designed 
for  nervous  investors  who  want  to 
hedge — buy  cheap  insurance  by 
shorting  a  diversified  (say  a  dozen  or 
so)  sample  of  our  selected  stocks.  If 
you  use  your  long  positions  as  col- 
lateral, you  don't  even  have  to  put 
up  cash. 

It  works.  In  the  period  since  we  last 
looked  (July  28)^  you  would  have 
made  money  just  by  shorting  these 
stocks.  Overall,  they  lost  3%  in  the 
teeth  of  a  very  strong  gain  of  14.5% 
for  the  dividend- reinvested,  equally 


Mark  Hulbert,  editor  ot  the  Hulbert  Financial 
Digest,  is  a  Forbes  columnist. 
E-rriail:  mark@hulbertcligest.com 

Profitable  insurance 


20% 


15 


10 


-5 


Total  return  from  July  14  to  Nov.  7,  1997 


7/14 


7/30 


8/29 


9/30  10/31    11/7 

Sources;  Hulbert  Financial  Digest;  Wilshire  Associates. 


Our  short-sale 
portfolio  lagged 
the  market  nicely 
until  the  crash — 
then  it  actually 
made  money. 
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ew  Quicken 


oefifxec 


Get  mote  from  your  money. 
Get  more  from  life. 


Take  charge  now.  You're  expecting 
more  from  life  this  coming  year.  So  upgrade 
now  to  Quicken*  Deluxe  98.  With  its  rich 
new  features,  you'll  be  getting  more  from 
your  money. 

Manage  your  investments.  Receive 
free  news,  quotes  and  analysis  on  the  invest- 
ments you  follow,  to  stay  informed  with  no 
effort.  And  get  online  statements  from  top 
brokerages  and  mutual  fund  companies 
downloaded  easily  into  Quicken,  for  complete 
up-to-date  records.  No  typing  required! 

Uncover  important  tax  deductions. 
Locate  tax  breaks  and  play  "what-ifs"  with 


$20  Rebate 

for  previous  Quicken  users. 


our  updated  Tax  Deduction  Finder  and 
Tax  Planner. 

Find  a  great  mortgage  deal.  Make 
apples-to-apples  comparisons  of  rates  from 
leading  national  lenders,  all  in  one  place. 
Get  a  better  deal  in  a  fraction  of  the  time 
it  takes  to  shop  around. 

Pay  less  for  insurance.  Eliminate 
multiple  agent  meetings  and  paperwork,  find 
the  insurance  you  need  online,  and  compare 
rates  from  Prudential,  John  Hancock  and 
more  -  with  no  pressure  to  decide. 

Prepare  for  emergencies.  Protect 
your  family's  finances  by  keeping  your 


personal,  legal,  financial  and  medical  records 
organized  and  ready  with  Emergency 
Records  Organizer. 

And  if  you  use  Quicken  for  business  and 
personal  finances,  new  Quiclten  Home  & 
Business  (for 
Windows)  IS  now 
available- with 
important  extras 
like  customized 
invoicing. 

Get  new 
Quicken  Deluxe 
98  today! 


I 


See  your  retailer  today.  Visit  www.Quicken.com/Deluxe98. 
Or  call  1-800-4-lntuit. 


Mac  &  Windows  compatible.  Year  2000  ready.  Rebate  applies  to  pievious  QuiLkeii  iiseis  who  buy  at  retail  or  online. 
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New  short-sale  candidates 


Company 

Sales 

($mil) 

Market 

value 

($mil) 

recent 

P/E 

Yield 

(%) 

Business 

< 

— 52-week — 
high             low 

Portfolio  One 

<  I 


Enron  $18,450 

Freeport-McMoRan  Resource  872 

Giant  Food  3,881 

Inco  2,634 

Informix  869 

Pall  1,062 

Rollins  615 

St  Jude  Medical  937 


$11,308 
1,015 
1,852 
3,173 
1,014 
2,602 
706 
2,795 


$37.00 
9.81 
30.94 
19.00 
6.69 
20.44 
20.94 
30.44 


$47.50 
18.75 
36.13 
37.63 
27.63 
27.25 
24.63 
43.25 


:  $35.00 

160.9 

:     9.00 

NM 

:    28.38 

31.3 

19.00 

54.3 

5.63 

NM 

19.50 

38.6 

18.25 

74.8      , 

28.25 

44.8 

2.6%  Natural  gas 

13.5  Chemicals 

2.5  Supermarkets 

2.1  MInmg 
0.0      ;  Software 

2.7  Filters 

2.9  Business  services 

0.0  Medical  supplies 


Portfolio  Two 

Arco  Chemical 

$3,968 

$4,540 

$46.81 

$51.25 

$40.88 

:     15.0 

6.0% 

Chemicals 

Broken  Hill  Proprietary 

18,402 
1,307 

20,187 
832 

20.00 

30.25 

18.81 

20.6 

3.6 

Energy,  minerals  &  steel 

Citizens  Utilities 

10.31 

12.19 

7.92 

55.75 

;  343.8 
23.6 

0.0 

Utility 

Eastman  Kodak 

15.073 

21,340 

65.50 

94.75 

2.7 

Photographic  supplies 

Fluor 

13,624 

2,945 

35.00 

75.88 

35.00 

:     21.6 

2.2 

Construction 

Harland  (John  H) 

573 

672 

21.75 

33.00 

18.38 

21.5 

1.4 

Check  printing 

Reader's  Digest 

2,756 

1,817 

21.50 

41.00 

21.50 

:     55.1 

4.2 

Magazine/book  publishing 

Temple-Inland 

3,533 

3,388 

59.69 

69.44 

48.88 

55.8 

2.1 

Packaging 

WPL  Holdings 

934 

881 

28.63 

30.38 

26.75 

:     15.8 

7.0 

Utility 

Wisconsin  Energy 

1,792 

2,836 

25.13 

28.00 

23.00 

24.6 

6.1 

Utility 

NM:  Not  meaningful. 

Sources:  IDD  Information  Services;  Dow  Jones  News  Retrieval. 

These  short-sale  candidates  are  all  rated  as  likely 
losers  by  both  Value  Line  and  Zweig.  Portfolio  One 
has  stocks  rated  Group  Five  in  Value  Line  and  Group  Nine 
in  Zweig.  Portfolio  Two  is  Value  Line  Fives  and  Zweig  Eights. 


weighted  Wilshire  5000. 

What  created  tJiis  interesting  situa- 
tion, of  course,  was  the  October  crash. 
Prior  to  that,  our  shorts  were  merely 
underperforming  the  market  by  a 
widening  margin  (see  chart,  p.  320). 
This  meant  that  those  who  hedged  by 
using  our  short  recommendations 
were  losing  some  money  by  doing 
so — but  it  was  cheap  insurance.  Then 
the  market  crashed,  and  die  insurance 
paid  off. 

Together  with  the  shorts  listed  in 
our  previous  screens  (Oct.  7,  1996; 
Jan.  22,  1996;  July  31,  1995),  you 
cumulatively  would  have  lost  a  negli- 
gible 0.7%  annualized.  In  that  time 
the  dividend-reinvested,  equally 
weighted  Wilshire  5000  went  up 
24.2%.  Profit  on  the  spread:  23.5% 
annualized.  And  fewer  sleepless  nights. 

This  is  the  theory  behind  our  short 
screen:  Reviewing  the  Hulbert  Finan- 
cial Di^fesfs  investment  letter  perfor- 
mance database,  we  found  that  by 
combining  the  systems  of  two  top- 
performing  services  we  could  improve 


results.  The  services:  the  Value  Line 
Investment  Survey  and  the  Zweig  Per- 
formance Ratings  Report. 

Value  Line  does  not  expHcitly  rec- 
ommend short  sales,  but  we  take  the 

This  is  not  for  those 
with  weak  stomachs.  Our 
shorts  spent  a  (very  brief) 
period  of  time  ahead 
of  the  market.  While  our 
short  screens  have  performed 
well,  nothing  is  guaranteed. 


overlaps  from  its  least  desirable  cate- 
gory (its  Group  Five)  with  Zweig" s  (its 
Group  Nine).  This  is  Portfoho  One 
(see  table  above). 

We  also  take  the  overlaps  between 
Value  Line\  Group  Five  and  Zweigi's 
next-least-desirable  category  (its 
Group  Eight).  Reason:  Zweig\ 
Group  Nine  composes  less  of  its 


stock  universe  than  Value  Line''s 
Group  Five.  And  Zweig'' s  explicit 
short-sale  recomxmendations  are 
sometimes  (confrisingly)  drawn  from 
its  Group  Eight.  These  overlaps  con- 
stitute Portfolio  Two. 

Warning:  Shorting  is  dangerous. 
One  of  our  summer  picks, 
Input/Output,  appreciated  36%.  That 
hurt.  Another,  Paging  Network, 
gained  30% — although  that  did  not,  of 
course,  recoup  its  previous  54%  loss 
since  fall  1996,  when  it  was  featured  in 
our  earlier  short  screen.  This  is  why 
we  say:  Diversify. 

On  the  other  hand,  our  best-per- 
forming summer  short,  Fluor,  lost 
37%.  Waste  Management  lost  20%. 

This  is  not  for  those  with  weak 
stomachs.  Our  shorts  spent  a  (very 
brief)  period  of  time  ahead  of  the 
market.  This  seems  to  happen  in 
most  periods,  and  it  usually  corrects 
itself,  thank  goodness.  But  it's  a 
•■eminder  that  while  our  short  screens 
have  performed  well,  nothing  is 
guaranteed.  ^ 
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We've  spent  over  50  years 
revolutionizing  the  mutual  fund  industry 

Is  it  any  surprise  that  we're 
innovating  the  brokerage  business? 


i. 


INDEPENDENT  RESEARCH, 

PLANNING  TOOLS  AND 

ONLINE  STOCK  TRADES  FROM 


FOR  ACTIVE  TRADERS 


'tfeacsi^^ 


As 


.s  a  pioneer  in  mutual  funds,  Fidelity  changed 
the  way  America  invests.  Now  we're  redefining  the 
brokerage  industry  With  Fidelity  Brokerage?  you  get: 

■  Access  to  initial  public  offerings 

■  Independent  research  from  Salomon 
Brothers  and  others 

■  Online  analysis  tools  like  Stock  Evaluator'" 


and  Fund  Evaluator'" 
Online  real-time  stock  quotes 


FMeliiy 


Plus,  online  stock  trading  from  $14.95  per  trade  for 
active  traders,  and  $19.95  for  less  active  accounts.' 
So  for  brokerage  services  at  an  excellent  value, 
work  with  Fidelity  Brokerage -visit  our  Web  site, 
call,  or  stop  by  an  Investor  Center  today  After 
all,  revolutionary 
ideas  are  why 
we  re  in  business  1-800-544-7610 


www.fidelity.com 


^ 


Investmenis 


WHERE   12   MILLION   INVESTORS  PUT  THEIR  TRUST." 

TDD  Service:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  EI. 

'For  slock  trades  placed  online  via  the  Web  or  Fidelity  On-line  Xiircss+'"  in  qualifying  accounts  of  actnc  tiadci:s,  the  base  rate  is  $14.95.  The  base  rale  for  stock  trades  placed 
online  for  other  retail  customers  is  $19.95.  For  equity  trades  up  to  1,000  shares,  pay  the  base  rate  For  trades  between  1,001  and  4,999,  pay  the  base  rate  plus  $.03  for  each 
share  over  1,000.  For  trades  of  5,000  shares  or  more,  pay  the  base  rate  plus  $.02  tor  each  share  over  1,000  For  shares  pnced  under  $1,  pay  the  le.sser  of  the  rate  .is  calculated 
above  or  3%  of  principal,  subject  to  a  minimum  commission  equal  to  the  base  rale.  There  is  a  $3  premium  per  trade  for  limit  and  stop  orders.  The  nnrmium  is  waived  until 
12/1/97  for  Spartan  Active  Traders  and  does  not  apply  to  Spartan  Gold  Circle  customers  Active  traders  refer  to  those  customers  whose  accounts  qualify  lor  Spartan  Active  Trader 
pncing  or  Spartan  Gold  Circle  pncing.  To  qualify,  customers  must  make  at  least  3o  or  72  stock,  bond  or  option  trades  per  year  tvspcctively,  and  maintain  a  minimum  account 
balance  of  $20,000  ($100,000  for  retirement  accounts).  Fidelity  Brokerage  Services,  Inc  Member  NPi'SE,  SIPC.  '  4b/42UXr00l 
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THE  CONTRARIAN 


Volatility  is  not  risk 


■^fi'M'ii'i'i^uf-M 


David  Dreman 
is  chairman  of 
Dreman  Value 
Management 
of  Red  Bank,  N.J., 
and  autiior  of 
The  New  Contrarian 
Investment  Strategy. 


This  market,  which  has  easily  outrun 
any  market  of  the  century,  has  become 
increasingly  more  violent,  dropping  almost 
900  points  on  the  Dow  in  three  consecutive 
trading  days  before  regaining  about  one-half 
of  the  lost  ground. 

This,  therefore,  may  be  a  good  time  to 
remind  investors  that  volatility  is  not  the  same 
thing  as  risk.  Yet  a  lot  of  people  think  it  is:  In 
their  promotion  and  advertising  most  mutual 
fiinds  use  the  Morningstar  rankings,  which 
compare  the  returns  of  a  mutual  hind  each 
month  to  those  earned  by  a  T  bill.  If  a  mutual 
fund  falls  behind  this  bogey  and  fluctuates 
more  than  the  equity  fimds  in  its  peer  group, 
it  is  considered  more  risky. 

Go  back  to  1990.  I  recommended  bank 
stocks  in  Forbes,  and  the  Kemper-Dreman 
High  Return  Fund,  which  I  manage,  bought 
heavily  into  them  during  the  summer.  I  was 
right  about  the  value  but  a  bit  early  on  the 

Volatile  or  not,  these  stocks 
aire  less  risky  than  most 
because  their  prices  are 
underpinned  with  solid  value. 


timing,  and  these  stocks  dropped  further 
after  I  bought  them.  This  drop  made  the 
portfolio  more  volatile,  but  it  certainly  did 
not  make  it  riskier. 

If  the  banks  were  bargains  in  the  summer, 
they  were  even  greater  bargains  in  the  fall. 
You  could  have  bought  Citicorp  for  under  1 1 
and  Wells  Fargo  for  under  42.  At  the  very 
time  they  were  screaming  buys,  these  stocks 
caused  the  portfolio  to  be  labeled  risky  by 
many  of  the  ratings  services.  By  ignoring  the 
volatility  warnings,  I  made  a  bundle  for  my 
shareholders  and  clients. 

TMthough  the  academic  world  has 
renounced  modern  portfolio  theory  and  its 
beta  risk  measurement,  the  system  is  still 
widely  used  in  measuring  the  riskiness  of 
mutual  funds  and  portfolios  of  stocks. 

Are  there  better  ways  of  measuring  risk 
than  simply  by  measuring  past  volatility? 
Yes.  Forget  beta  and  other  pseudoscientif- 
ic  risk  measurements.  Forget  the  mumbo 


jumbo  and  look  for  value. 

■  Stick  with  hinds  and  money  managers  that 
have  proven  market  performance  over  a 
decade  or  more. 

■  Stay  with  the  1ow-p/e  end  of  the  market. 

■  Buy  financially  strong  companies  with  good 
long-term  prospects  when  temporary  adversity 
knocks  them  into  a  tailspin. 

Volatile  or  not,  these  stocks  are  less  risky 
than  most  because  their  prices  are  under- 
pinned with  solid  value.  If  bad  news  knocks 
them  down,  the  resulting  volatility  creates 
wonderful  opportunities  for  investors. 

If  you  prefer  mutual  funds,  consult  the 
annual  FoRBES  Mutual  Fund  Survey  (Au£. 
25).  It  analyzes  how  a  mutual  fund  performs 
in  both  up  and  down  markets.  The  rankings 
give  a  fund  the  chance  to  prove  itself  over  two 
full  bull-  and  bear- market  cycles.  If  a  fiind 
held  up  pretty  well  in  past  bear  markets,  it  has 
a  good  chance  of  delivering  superior  perfor- 
mance in  a  future  down  market. 

Among  individual  stocks,  1ow-p/e  issues 
representing  sound  companies  in  good  busi- 
nesses provide  both  better  protection  when 
the  bear  growls  and  superior  returns  when  the 
bull  bellows.  Never  mind  volatility.  That's  for 
traders,  and  it  is  well  known  that  most  traders 
die  broke. 

There  are  still  some  values  around,  even 
with  the  Dow  industrials  at  7600.  The  tobacco 
stocks,  for  example,  continue  to  look  promis- 
ing in  light  of  a  probable  government/indus- 
try setdement  in  the  first  half  of  1998,  which 
will  remove  the  cloud  of  huge  legal  claims. 

Four  stocks  to  look  at  in  this  group: 

Philip  Morris  (41,  mo),  a  leading  consumer 
products  company,  is  likely  to  continue  its 
15%  earnings  growth  for  the  foreseeable 
future.  MO  trades  at  a  price/earnings  ratio  of 
15  and  yields  3.9%. 

RfR  Nabisco  (33,  RN)  is  another  major 
tobacco  and  food  manufacturer.  The  stock 
appears  to  be  undervalued  at  its  current  p/e 
ofl4  and  yield  of  6.1%. 

UST,  Inc.  (30,  ust),  the  nation's  largest  pro- 
ducer of  smokeless  tobacco,  is  likely  to  have 
major  multiple  expansion  with  a  tobacco  set- 
dement.  The  stock  is  priced  at  a  p/e  of  9  and 
yields  5.4%. 

Universal  Corp.  (37,  uw)  is  the  world's 
largest  processor  of  cigarette,  pipe  and  cigar 
tobacco.  The  stock  has  a  price/earnings  mul- 
tiple of  1 1 ,  yielding  2 .9%.  IB 
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Transcripts 
Conference  i 


P  ON  m  FUTURE 

from  the  recently  completed  Gilder/Forbes  Telecosm 
in  Palm  Springs,  California  are  now  available. 


You'll  get  al 


jncluhig: 


-Gilder  on  the  Revolt  Against  tfie  Telecosm 

-Milken  on  the  Interaction  of  Intellectual  and  Social  Capital  with  Technology 

-McNealy  on  the  Java  Wars 

-Forbes  on  Government  Regulation 

-Mandl  on  Escaping  the  Copper  Cage 

-Polese  on  Java  Breaking  Windows 

-Metcalfe  on  Metcalfe's  Law 

-Medved  and  Sprague  on  the  Internet  Replacing  Television 

-Schmidt  and  Kleinrock  on  Moore's  Law  vs.  the  Speed  of  Light 

-Salmasi.Cochrane  and  Annunziata  on  the  Death  of  Telephony 

-Viterbi,  Steinbrecher  and  Baran  on  Overthrowing  the  Spectrum  Monopoly 

-Daggatt  and  Freeburg  on  the  Orbital  Future 

-Stefferud  on  the  Internet  Paradigm 

-Behe,  Hayden  and  Tipler  on  the  End  of  the  20th  Century 


plus  many  more. 


Transcripts  are  $345.00.  To  order  your  copy: 

Call:  212-206-5521 

Or 

E-mail:  Telecosm@forbes.com 

Visit  our  website  at  www.forbes.com/conf 


Where  telecom,  technology  and  public  policy  opinion  leaders 
gather  for  candid  discussion  on  the  New  Paradigm. 
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NRTFOUO  STRATEGY 


Go  slow:  Inflation  ahead 


BY  KENNmi  L  HSHER 


Kenneth  L  Fisher 
is  a  Woodside, 
Calif.-based  money 
manager.  His 
third  book  is 
100  Minds  that 
Made  the  Market. 
E-mail: 
kenfisher@fi.com 


In  the  issuh  of  Nov.  17  editor  Jim  Michaels 
notes  that  the  edition  included  the  word 
"deflation"  at  least  a  dozen  times.  He  noted 
that,  based  on  deflation,  four  commentators 
were  recommending  bonds.  1  disagree  with 
the  deflation  thesis.  When  everyone  expects 
deflation,  it  won't  happen — or  it's  already 
priced  into  securities. 

If  money  is  created  rapidly,  we  can't  get 
deflation.  Globally,  central  banks  are  printing 
money  like  drunken  sailors.  I  never  believe 
any  country's  published  economic  data,  but 
this  process  is  ubiquitous:  I  don't  need  precise 
data  to  see  it.  Yet  it  is  seldom  cited,  increasing 
its  force  as  a  surprise  factor  to  impact  pricing. 
Deflation  is  a  nonstarter.  As  Milton  Friedman 
has  said  so  well  for  so  long,  inflation  is  always 
and  everywhere  a  monetary  phenomenon. 
Deflation,  too.  You  can't  have  it  when  the 
printing  presses  are  on  overtime. 

This  money-creation  should  keep  the  bull 
market  alive  for  a  while.  It  will  end  when  infla- 
tion gets  ugly.  That's  what's  in  store,  not  defla- 
tion. I  don't  know  when — but  it's  coming. 

I  don't  buy  the  deflation  trend,  and  I  don't 
buy  the  small-stock  trend,  either.  Readers  now 
ask  if  the  third  quarter's  small-stock  rally  isn't 
the  new  basic  trend. 

I  don't  think  so.  The  really  important 
trends  aren't  the  ones  the  media  get  quickly. 
They  get  the  big  trends  late,  very  late.  The 
recent  strength  in  small  caps  is  ephemeral,  a 
bounce-back  that  I  think  is  already  over.  That 
the  media  was  so  quick  recently  to  jump  on 
the  small-cap  bandwagon  suggests  to  me  that 
big  stocks  will  outperform  the  small  fry. 

Late  in  bull  markets  and  then  afterward  in 
bear  markets,  small  stocks  usually  lag  most  of 
the  way.  If  small  stocks  really  have  just  begun 
a  big,  long  move,  then  the  bull  market  has  a 
long,  long  way  to  go,  in  which  case  you  can 
also  make  good  money  in  big  caps.  But  hey — 
while  intact,  it's  an  old  bull.  I  can't  see  it  run- 
ning far  enough  to  make  small  stocks  pay  off. 
Forget  that  talk. 

If  you  want  dix'ersification  away  from  big- 
cap  leaders,  don't  go  to  small  caps.  Try  large 
Continental  European  stocks,  and  huge 
Japanese  global  exporters.  They  arc  pumping 
money  out  in  Japan  and  the  Continent,  and 
it's  going  to  revive  those  economics  for  a 
while  and  strengthen  their  stock  markets. 


For  example,  Banco  Santander  (27,  STD)  is 
up  about  60%  since  I  first  suggested  it  at  17 
on  Nov.  4,  1996  (after  a  3-for-l  stock  split).  I 
expect  more.  Spain  is  leading  Europe's  eco- 
nomic recovery,  and  I  don't  think  Spain's 
largest  commercial  bank  will  slow  down  until 
the  rest  of  Europe  finally  speeds  up.  Even  now 
it  is  not  overpriced  at  a  p/e  of  14  with  a  2.4% 
dividend  yield. 

Tele  Danmark  (29,  tld)  is  not  only  big, 
and  dominant  in  its  market,  but  it  is  cheap 
and  financially  strong.  As  Denmark's  prime 
telecom  supplier,  it  has  virtual  monopoly 

I  don't  buy  the  deflation 
trend,  and  I  don't  buy  the 
small-stock  trend,  either. 


power  to  exploit  trends  like  the  Internet. 
Hence,  note  Ameritech's  recent  move  into 
this  market  by  buying  34%  of  TLD  at  a  big 
markup  to  the  stock  price.  At  17  times  earn- 
ings, 87%  of  book  value,  1  times  annual  rev- 
enue and  a  4.6%  dividend  yield,  it's  cheap. 

On  Sept.  22  I  recommended  Electrolux 
(82,  eluxy)  at  70  as  a  follow-on  to  my  Sept. 
9,  1996  recommendation  at  55,  saying  to 
look  for  100.  Afiier  a  huge  move,  several  read- 
ers wrote  asking  about  it  and  about  my  divi- 
dend comment  (which  had  two  combined 
copyediting  screw-ups  on  my  part — maybe  I 
figured  I'd  get  all  my  copyediting  errors  for 
one  year  into  one  sentence — sorry).  Well, 
ELUXY  may  be  a  bit  ahead  of  itself  I  still 
expect  100,  but  I  would  hold  off,  waiting  for 
a  better  buying  opportunity'. 

Kubota  (66,  kub),  Hitachi  (74,  hit)  and 
Matsushita  (163,  MC)  have  been  among  my 
worst  recommendations  of  the  last  year.  All 
three  suffer  from  the  rare  "J"  disease.  But  this 
bug  will  pass.  Japan  will  rise  again. 

One  reader  says  his  ego  is  bruised  from  fol- 
lowing my  recommendations  on  these  Japa- 
nese stocks.  Mine,  too.  But  if  they  were  good 
buys  before,  they  are  better  by  far  now.  The 
firms  are  fine.  Kubota  is  doing  particularly 
well  in  its  basic  business,  evolving  from 
modest  earnings  gains  in  its  basic  farm 
machinery  business,  but  also  adding  new 
products  at  a  rapid  clip.  Be  patient.  Pacific 
Rim  volatility  may  delay  Japan's  recovery,  but 
it  is  coming.  Hi 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


DANBY 

NFL  Compact  Refrigerators  by  Danby® 

Danby's  compact  refrigerator  sports  a 
new  look —  a  tribute  to  the  NFL.  This 
fit-anywhere  4.3  cu.  ft.  refrigerator  is 
available  in  eight  different  NFL  team 
logos.  Packers,  Steelers,  49ers,  Dolphins, 
Cowboys,  Giants,  Bears  and  Raiders. 

Danby's  patented  CanStor™  door  liner 

holds  eight  12  oz.  beverage  cans. 

Available  at  an  Authorized  Danby  Appliance  Dealer   MSRP 

$329.99.   For  more  information  call  1-800-26-DANBY. 


SANYO  ENERGY  CORPORATION 
GE/SANYO  Cellular  Batteries 

GE/SANYO  introduces  an  extensive  line 
of  cellular  batteries  for  top  phones  in 
the  industry.  As  original  equipment 
replacement  batteries  for  Motorola, 
Nokia  and  Ericsson,  GE/SANYO  offers 
the  latest,  high-tech,  advanced- 
technology  battery  available  today    The  GE/SANYO  product 
line  covers  phones  which  make  up  75%  of  the  cellular  market 
share.   For  more  information,  please  call  1-800-435-4448. 


8x8 

ViaTV  Set-Top  Videophone 

The  ViaTV  Set-Top  Videophone 

combines  with  a  user's 

television  and  touch-tone 

telephone  to  provide  a  complete 

videophone  solution,  delivering  full-color,  telephone-quality 

video  and  audio  over  standard  telephone  lines.   Because  the 

ViaTV  phone  uses  standard  telephone  lines,  a  video  call  costs 

no  more  than  a  regular  local  or  long  distance  call.  For  more 

information,  call  toll-free  1-888-V1EW8X8. 


DEALERSCOPE 

CONSUMER  ELECTRONICS  MARKETPLACE 


BROTHER 
GeoBook® 

The  Brother  GeoBook®  is  a  full-size 
E-mail  device  for  under  $600. 
Designed  for  those  of  us  who  have 
avoided  PDAs  due  to  their  small 
screens  and  keyboards  plus  big  prices, 
the  GeoBook  delivers  full-size  keyboard 
and  screen  productivity,  plus  Internet  and  E-mail  capabilities 
all  for  about  $599  including  a  33.6  fax/modem  (the  same 
price  as  a  PDA).    It  also  has  a  full  productivity  software  suite 
including  word  processing,  spreadsheet,  address  book, 
calendar,  scheduler  and  accepts  files  from  most  PC  word 
processing,  spreadsheet  and  PIM  programs.  Thanks  to  the 
GeoBook,  the  information  highway  has  gotten  some 
mass-transportation.   For  more  information,  please  call 
Brother  at  1  -800-284- 1 937,  faxback  system  at  800-52 1  -2846  or 
visit  their  web  site  at  www.brother.com. 


JVC 

GR-DV1  Digital  Video  Cybercam 

IVC  has  created  the  smallest  and  lightest 
camcorder  on  the  market,  the  GR-DVI 
digital  video  Cybercam.  IVC's  ultra- 
compact  camcorder  weighs  1.1  pounds, 
small  enough  to  fit  in  a  coat  pocket,  and 
features  a  lOx  optical  zoom,  lOOx  digital 
zoom,  570.000-pixel  CCD.  special  digital 
effects,  a  snapshot  function  and  a  color  viewfinder.  For  more 
information  call  1-800-252-5722. 


KENWOOD  COMMUNICATIONS/E  COMM  INTERNATIONAL 
FreeTalk™ 

FreeTalk'"*'   personal  radios  from  Kenwood 
are  air  time  free,  license  free  and  hassle 
free  —  perfect  for  family  fun.  Tuck  these 
6.3  oz.  radios  into  your  backpack,  pocket  or 
purse  to  use  camping,  hiking,  skiing,  at  the 
mall  or  a  concert.  Talk  up  to  2  miles  on 
three  /\/\A  batteries.   For  more  information 
call  1-800-950-5005, 


For  CE,  PC  and  Major  Appliance  Retailers 

Editorial  Ori-iti;s:  •401  North  Broad  Stri:i:t  •  Philadhlphia,  PA  19108  •  (215)  238-5300  •  www.dealerscopc.com 
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STOCK  TRENDS 


Diagnosticians  who 
can't  prescribe 


BY  LAS2L0  BIRINYI  JR. 


Laszio  Birinyi  Jr. 
is  president  of 
Birinyi  Associates, 
a  Greenwicin, 
Conn. -based  financial 
consulting  firm. 


If  the  Dow 
is  above  its 
average,  will 
the  market 
continue  to  rise? 
One  analyst  says 
yes  but  bets  no. 
The  advance/ 
decline  line 
is  supposed 
to  indicate 
the  direction 
of  the  market. 
Not  true  in  1996. 


Football  season  is  in  full  sway,  and  winter 
is  on  its  way.  Football  will  meld  into  basketball, 
and  winter  lasts  only  until  spring,  but  the  stock 
market,  even  after  the  October  unpleasantness, 
continues  to  emulate  the  infamous  bonny  as  it 
goes  on  and  on.  But  even  the  most  optimistic 
investor  recognizes  that  sometime,  somewhere 
the  market  will,  as  the  Rolls-Royce  commercial 
once  said,  "cease  to  proceed." 

To  discern  when  this  might  occur,  investors 
apparendy  are  turning  more  and  more  to 
technical  analysts.  This  is  roughly  analogous 
to  consulting  a  fortune-teller. 

Fundamental  analysis  is  supposed  to  be 
concerned  with  conditions  underlying  the 
market.  It  is  generally  classified  in  two  ways — 
top-down  or  bottom-up.  Top-down  usually 
begins  by  looking  at  the  economy  and  antici- 
pating its  direction  and  its  strength.  Does  the 
top-down  analyst  think  capital  spending  is  the 
driving  force  in  the  economy?  Then  he  or  she 
who  buys  Caterpillar  or  General  Electric 
would  most  benefit  from  the  developing 
trends.  If  this  same  analyst  decides  that  con- 
sumer spending  is  the  big  deal,  he  buys 
leisure  stocks  or  car  stocks  or  retailing  stocks. 

The  other  major  branch  of  fiindamental 
analysis  is  bottom-up,  which  looks  at  the  bal- 
ance sheet  and  other  characteristics  of  individ- 
ual companies.  If  one  anticipates  a  stronger 
economy  and  higher  rates,  the  corporation 
with  abundant  cash  might  be  appealing,  as  it 
can  finance  its  own  growth. 

Technicians,  on  the  other  hand,  have  no 

Is  a  trend  forever? 


interest  in  balance  sheets  or  income  state- 
ments. Their  tool  kits  usually  begin  with 
charts,  where  they  look  for  recurring  patterns 
in  the  hope  they  will  recur  one  more  time. 

Technicians  also  employ  moving  averages, 
oscillators,  volume,  new  highs,  insider  activity', 
flow'  of  fijnds,  investor  sentiment,  odd-lotters' 
behavior  and  so  forth. 

I  have  over  the  course  of  years  investigated 
the  technical  process  in  the  hope  of  getting 
even  a  slight  advantage  over  other  partici- 
pants. I  found  that  technicians  have  had  some 
shining  moments.  The  last  was  probably  in 
1982,  when  some  of  them  forecast  a  rally.  In 
1985,  however,  technicians  stumbled,  and 
when  the  market  traded  under  1300  in  mid- 
September,  the  general  attitude  w^as  that  sup- 

Investors  are  turning  more 
and  more  to  technical  analysts. 
This  is  roughly  analogous 
to  consulting  a  fortune-teller. 


port  was  broken,  and  one  report  stated  that 
"stocks  are  likely  to  witness  ftirther  prolonged 
stock  weakness  ...  an  intermediate  correction 
that  could  amount  to  more  than  10%;  possibly 
tiie  Dow  will  fall  below^  1 100." 

Three  months  later  the  market  had  gained 
18.6%;  in  six  months  it  was  up  35.7%. 

In  1987  technicians,  economists  and  strate- 
gists generally  missed  the  crash.  But  both  the 
crash  and  the  Gulf  war  were  external  events 
that  were  outside  the  scope  of  historical  analy- 
sis. (How  does  one,  after  all,  analyze  a  dicta- 
tor's illusions.')  I'll  forgive  them  those  failed 
calls,  but  then  the  technicians  badly  missed 
the  recovery.  In  fact,  the  very  week  of  the 
bottom,  a  business  periodical  headlined  "Ana- 
lysts are  reading  their  charts — and  weeping." 
Furthermore,  virtually  every  major  indicator 
was  pointing  south,  and  some  "see  the  Dow 
touching  bottom  at  2200  or  1700  or  1444." 

Any  which  way  but  up 
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No     MATTER,  what  life  throws  your  way  useful  information  —  including   our    discriminating 

in    1998    (magical    nights    and    exotic    travel,  guide  to  what  to  do  and  where  to  go  in  New  York  City 

lunch  dates  and  personal  appointments),  there  is  and    beyond.   And,   of  course,    it's   packed   with    the 

one   thing  you   can   rely    upon   to   help   you   organize  distinctive   illustrations   and   witty  cartoons   that   have 

and  plan  it  all:  your  New  Yorker  Desk  Diary.  More  than  been  a  New  Yorker  hallmark  for  over  70  years, 
just  a  weekly  planner,  the  Diary  is  filled  with  eminently  The  New  Yorker  Desk  Diary.  Life's  perfect  companion. 

To  order  hy  credit  card,  call  toll-free:    I  •oOO*000*5510   or  send  coupon  today! 

Send  order  to:  The  Ne^^  Yodrr,  Box  10214.  Dept.  234740-023,  Des  Moines,  lA  50336-0214 

THE  1998  NE>^  YOKKEK  DE5K:  DIARY 

To  order  hy  credit  card,  call  toll-free:    I  •  oUU •  «3«30 •  OiD I \J 

KJW  send  a  check  or  money  order  with  your  name  and  address  to: 

THE  NEW  YOKKEK 
BOX  I02I4,  DEPT  234716  023 
DE5  MOINE5,  lA  50336  02I4 

Your<i  for  only  $26. 95>*  for  the  standard  dian  or  $29.95*  for  the  personalized  version, 

plus  $3.50  in  the  VS  ($6.75  in  Canada)  for  shipping  and  handling. 

For  personalized  diaries  please  specify  the  naniefs)  to  he  imprinted  (limited  to  22  letterslspaces). 

*Re.sidents  ofCA,  CO,  CA.  /.I.  IL  KY.  .lAl.  .1//,  A7.  M',  OH  plea.se  add appliralde sales  ta.\. 
Canada  7%  CS7'.  Offer  only  available  in  I  S  and  Canada.  Please  alloic'  up  to  4  tcreksfor  delivery. 
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STOCK  TRENDS 
The  infamous  indicator 


Undependable 


1993 
1994 
1995 
1996 


$-64,359 
-82,744 

-122,000 
-71,000 


10.06% 
1.32 
37.58 
22.98 


The  market  went 
up,  so  was  there 
really  a  net  out- 
flow of  money 
from  equities? 


Several  weeks 
later,  again  after 
the  bottom,  four 
of  five  techni- 
cians interviewed 
dismissed  the  6% 
gain  as  merely  a 
temporary  rally. 
A  year  later,  in 
late  1991,  anoth- 
er significant 
article  appeared: 
"Wail  Street's 
technicians  are 
trumpeting  a 
horrible  crash." 

Some  crash. 
Over  the  next 
two  weeks  there 
was  a  9%  gain! 
Fast-forwarding  to  1994,  techni- 
cians failed  to  anticipate  the  terrific 
gains  of  1995. 

Even  I  forgive  technicians  for  all 
these  missed  calls;  1  can't  so  easily 
forget  their  terrible  record  at  picking 
stocks.  Counsel  to  buy  solid  compa- 
nies with  good  management  and 
outstanding  prospects — whatever 
— .:_ — .      that  means — is  regularly  dispensed. 

Several  years  back  one  prominent 
technical  analyst  provided  several  lists  for 
investors.  One  of  the  portfolios  gained  2%  over 
the  next  year  (the  market  was  up  20%),  while 
the  most  prominent  list  of  recommendations 
was  up  only  16%.  But  half  the  stocks  actually 
lost  money,  and  the  16%  return  was  primarily  a 
fiinction  of  two  stocks. 

The  simple  truth  is  that  chart  patterns,  from 
the  familiar  head-and-shoulders  to  saucer  bot- 
toms or  pennant  formations,  are — at  best — 
random  in  their  results. 

A  financial  journaJ  once  told  the  story  of  the 
balloonist  who  was  blown  off  course  and, 
upon  landing,  asked  a  passerby  where  he  was. 
The  stranger  told  the  errant  aviator  that  he 
was  in  a  cornfield,  200  yards  from  a  silo,  and 
so  on.  The  balloonist  remarked  that  the 
passerby  must  be  a  technical  analyst,  because 
everything  he  had  said  was  true  but  "totally 
useless."  And  one  vaunted  analyst  was  once 
characterized  as  writing  reports  that  "are  dense 
with  hedges,  conditional  clauses  and  predic- 
tions going  in  several  directions  at  once." 

The  technical  approach  fails  for  a  variety  of 
reasons.  First:  Too  many  analysts — technical 
and  otherwise — lack  discipline.  Joe  Granville, 
before  he  abandoned  analysis  for  vaudeville, 
m.i.de  some  prescient  and  useftil  predictions. 
Another  technician  has  written  that  as  long  as 


the  index  is  above  its  average  and  continues  to 
rise,  a  bull  market  will  exist.  For  some  reason 
this  analyst  is  currently  negative,  although  his 
indicator  continues  positive — excluding  a  one- 
day  drop  in  October  (see  chart  A,  p.  328). 

Some  technicians  place  great  emphasis  on 
the  advance/decline  line,  which  is  the  differ- 
ence between  the  number  of  stocks  going  up 
and  those  going  down.  The  chart  of  the 
advance/decline  line  for  the  Nasdaq  in  1996 
is  apparently  dismal  and  distressing.  Yet  that 
market  was  up  22%  (see  chart  B,  p.  328). 

Technical  analysis  also  fails  because  of — 
ironically — a  lack  of  analysis.  Among  the  most 
hallowed  of  all  cliches  is  the  "three  steps  and  a 
stumble,"  an  idea  developed  by  the  late  Edson 
Gould.  He  found  that  if  the  Federal  Reserve 
in  any  way  tightens  three  times  in  a  row,  the 
market  is  in  trouble.  It  is  as  close  to  holy  writ 
as  exists  in  the  market,  but  it  has  one  major 
flaw — it  doesn't  work,  and  even  Gould  admit- 
ted that  fact.  But  since  no  one  apparendy 
reads  Gould,  the  idea  lives  on. 

Or  take  the  famous — or  infamous — 
bull/bear  indicator,  which  holds  that  if  a 
majority  of  newsletters  are  positive,  the 
market  will  likely  go  down,  and  if  everyone  is 
negative,  that  is  a  buy  signal.  While  this  has 
on  occasion  followed  the  script,  there  are  even 
more  instances  when  it  has  not.  Even  so,  it  is 
still  used  (see  chart  C,  above). 

And  today  we  hear  that  the  pubUc  has  a 
great  deal  of  exposure  to  stocks,  household 
ownership  of  equities  is  high,  and  so  forth. 
Alas,  those  numbers  are  fi-om  the  Federal 
Reserve  Board  and  lack  one  compelling 
attribute:  dependability. 

In  1994's  first  quarter,  for  example.  Fed 
data  showed  that  private  pension  plans  bought 
$22.8  billion  worth  of  stocks.  The  first  revi- 
sion of  the  numbers  upped  it  to  $27.1  billion. 
The  second  revision,  however,  showed  net 
selling  of  $30.5  billion. 

The  Fed's  numbers  also  show  that  in  the 
last  four  years  the  net  activity  of  all  market 
participants  is  a  net  outflow  of  $340  billion, 
which  is  hard  to  reconcile  with  a  market  that 
has  gained  140%  (see  table). 

This  is  not  to  suggest  that  technical  and 
charting  approaches  are  totally  useless.  They 
have  value,  but  as  descriptive — not  indicative — 
measurements.  Measures  such  as  the 
advance/decline  line  can  be  usefiil  in  that  a 
broad- breadth  market  is  one  in  which  stock 
selection  might  be  secondary  to  asset  allocation. 
Bull  markets  with  weak  breadth  are  ones  where 
stock  selection  should  be  a  focal  point. 

At  their  best,  technicians  are  like  doctors 
who  can  diagnose  but  not  prescribe.  Ar  their 
worst,  they  are  simply  witch  doctors.  ■■ 
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Attention  financial  analysts 
and  investors: 

.  technologies 
"^t  today? 

where  will  consumer 
technology  be  tomorrow? 

vhat  new  industry  tr.ends  will 
iffect  the  way  you  do  business? 


you 


TOUC 


tomorrow 


Touch,  see  and  experience  today's 
hottest  digital  products  covering 
I  million+    square  feet  of  exhibit 
space:   Digital  TV.   Internet.   Home 
Theater.  A/V.   Remote  Computing. 
Wireless.   DVD.  TV/PC  and  more! 

Plus,  visit  the  Forbes  Business 
Pavilion,  and  hear  the  Economic 
Outlook  from  Steve  Forbes,  President 
and  Chief  Executive  Officer  of 
Forbes,  Inc.  and  Editor-in-Chief  of 
Forbes  magazine. 


Top  corporate,  information  technology 
executives  and  financial  investors 
from  around  the  world  will  be  at 

CES.  Will   You? 

Register  today! 

•n  to  thp  tratip  only 

Call:  703-907-7600 

Fax-on-Demand  Service:  ,     . 

l-888-CES-SHOW 

(1-888-237-7469) 

Use  our  Web  site: 

www.cemacity.org 


1998  Inteinationd 

CES 


^fi<  N  U  A  R  Y    t>-.i   \  .    A^i^t 

Cas  Vegas, Nevada  IJQ  a 


iMQXimMmiiE 

MARKET  TRENDS 


If  it  ain't  controversial, 
don't  buy  it 


■:Vl,'.M;iii:i.H.H:i.li 


Martin  Sosnoff 
is  chief  investment 
officer  of 

Ataianta/Sosnoff  Capital 
in  New  York  and  autlior 
of  Silent  Investor, 
Silent  Loser. 


I'M  NATURALLY  ATTRACTED  tO  StOcks  that  Sell 
at  pejorative  valuations.  Three  years  ago  it  was 
junk  bonds,  bankruptcy  paper  and  major 
market  sectors  like  technolog)^,  retailmg  and 
finance.  Nobody  believed  Merrill  Lynch  or 
American  Express  or  Travelers  could  sustain 
their  earnings  power,  and  they  sold  at  half  the 
market's  valuation.  Intel  sold  at  ten  times 
earnings,  as  did  Fannie  Mae,  Citicorp  and 
Federated  Department  Stores.  They  all  were 
tagged  with  disbelief — IBM,  too. 

To  be  productive  investments,  all  these 
stocks  had  to  do  was  sustain  their  growth 
rates  over  the  next  12  months.  The  consensus 
would  shuffle  from  mildly  negative  to  neutral 
and  then  to  lukewarm-positive.  This  is  exacdy 
what  happened — only  it  has  lasted  for  36 
months,  not  12.  Banks  sell  at  midteen  multi- 
ples, and  Intel  is  at  20  times  next  year's  pro- 
jected earnings. 

I'm  betting  Boeing  sees  some  blue 
sky  later  in  1998  and  goes  on  for  8 
to  12  quarters  of  rising  earnings. 


By  1993,  if  you  had  the  reductive  concept 
that  the  middle  class  was  going  to  move  its 
savings  from  the  money  market  and  bond  sec- 
tors to  equities,  you  didn't  worry  too  much 
about  earnings  sustainability.  You  just  bought 
the  asset-gatherers  like  Merrill,  Travelers,  then 
Primerica  and  Franklin  Resources,  as  well  as 
SunAmerica.  Since  then  all  these  properties 
have  gone  several  rotations  around  the  clock. 

The  long-cycle  player  fights  to  fly  above 
The  Street  noise  and  asks  himself  ho^^•  long  it 
takes  before  a  positive  spin  builds  up  as  it  did 
with  these  financial  stocks.  Once  these  cycles 
build,  they  are  good  for  a  long  time.  You 
don't  want  to  be  too  early,  but  you  ought  to 
make  your  mo\'e  while  the  analysts  are  still 
fretting  about  this  and  that  detail. 

To  those  of  you  who  wonder  where  die 
market  is  going  afiier  the  October  crash,  my 
reply  is  that  it  isn't  just  one  market.  Think  of 
the  stock  market  as  a  three-ring  circus.  The 
gaily  plumed  horses  in  the  different  rings  trace 


divergent  patterns  at  \'ariant  speeds  and 
impulsions.  Part  of  the  art  of  money  manage- 
ment is  the  subtle  anticipation  of  how  and 
when  the  pace  will  change  in  the  various 
rings.  Boeing  today  is  a  good  example. 

After  assembling  aircraft  prett)'  much  the 
same  way  for  more  than  40  years,  Boeing's 
management  finally  figured  out  they  had  to 
change  or  fail  to  fijlfill  ambitious  production 
schedules  for  orders  on  the  books. 

Training  new  workers,  changing  inventory 
methodolog}'  and  refining  relationships  with 
subcontractors  is  going  to  cost  Boeing  plent\' 
over  the  next  two  or  three  quarters.  But  in  the 
end,  the  pain  pays  off.  I'm  betting  it  sees 
some  blue  sky  later  in  1998  and  goes  on  for  8 
to  12  quarters  of  rising  earnings.  Boeing  turns 
into  an  enormous  cash  machine  late  in  1999. 
So  I'll  ride  out  the  current  bad  news. 

Earlier  this  year  anal}^sts  waxed  negati\'e  to 
neutral  over  the  airlines.  They  worried  about 
fare-yield  dilution,  traffic,  fiiei  costs,  wage 
negotiations — the  usual  stuff.  Meanwhile,  they 
lost  sight  of  improving  balance  sheets  and 
excess  cash  flo\\',  a  first  for  this  industry  in  its 
35-year  jet  history.  Another  example  of  listen- 
ing to  the  noise  and  missing  the  big  picture. 

A  few  years  ago  you  couldn't  even  find  any 
earned  surplus  on  the  balance  sheets  of  the 
major  trunk  lines.  These  days  amr's  balance 
sheet  looks  as  good  as  General  Motors',  and 
it's  in  a  stock  buy-back  mood,  too. 

Philip  Morris  was  trashed  late  in  1992  after 
Marlboro  Friday  (owning  up  to  front- loading 
inventories  on  its  distributors).  MO  then  out- 
performed with  a  stream  of  midteen  gro\\th 
quarters.  Cigar  stocks  like  General  Cigar  have 
tripled  over  the  past  18  months  in  the  face  of 
The  Street's  perception  that  cigars  were  a  fad. 
Semiconductor  equipment  stocks  like  Applied 
Materials  have  boomed  while  The  Street's 
semiconductor  analysts  worry  over  whether 
personal  computer  sales  are  about  to  peak. 
Insurance  analysts  feared  for  Allstate  after  the 
California  earthquake. 

No  worr\',  no  gain. 

Nothing  is  worth  owning  that  ain't  contro- 
versial. When  the' analysts  haggled  over 
whether  Coca-Cola  would  earn  $1.99  or 
$2.01  a  share  the  following  year,  it  was  time 
to  check  out.  ■! 
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INGAPORE 

our  Business  Partner  in  Asia 


by  Michael  Bociurkiw 


Singapore's  former  Prime  iVIinister  Lee  Kuan  Yew  is  widely  regarded  as  the 
architect  of  the  republic's  transformation  from  independent  to  developed- 
nation  status.  In  a  rare  interview,  Senior  Minister  Lee  shares  his  thoughts  on 
Singapore's  economic  development  efforts  and  the  Republic's  ties  with  the  U.S. 


(^:  The  regionalization  of  Singapore's  econ- 
omy calls  for  increased  foreign  investment. 
Why  is  it  so  crucial  for  Singapore  to  estab- 
lish this  "second  wing"  of  the  economy? 

LKV":  Every  country  reaches  a  point 
where  its  capital  and  expertise  will  yield 
better  returns  abroad  than  at  home.  This 
has  been  the  case  with  the  Europeans  and 
their  colonies.  We  reached  that  point  in 
the  late  1980s,  when  one  dollar  in 
Singapore  did  not  yield  as  much  as  that 
same  dollar  in  a  country  that  was  going 
through  the  developmental  stages  we  had 
already  passed. 

Unless  we  develop  the  second  wing, 
we  will  not  maximize  our  capital,  skills  and 
know-how.  Look  at  Switzerland  and  the 
Netherlands  -  they  receive  about  20%  to 
25%  of  their  GNP  from  returns  on  foreign 
investments.  We  are  at  around  five  per- 
cent, so  we've  got  a  long  way  to  go. 


Q:  Singapore  has  overseas  industrial 
parks  in  Suzhou,  China  and  the  Riau 
Islands,  Indonesia.  Are  you  happy  with  the 
performance  of  these  parks? 

LKY:  They  are  as  good  as  we  could  have 
expected.  It's  a  learning  curve  for  us  and 
for  the  host  countries. 

There  are  different  problems  in 
Suzhou  than  in  Batam  or  Bangalore.  We 
have  to  get  our  hosts  to  approximate 
the  conditions  we  have  created  in 
Singapore.  The  easiest  solution  would  be 
to  carve  out  a  piece  of  land  and  run  it 
our  way  That's  the  way  empires  were 
built,  but  that's  not  the  way  multination- 
als operate  today. 

Our  hosts  supply  the  law  and  order, 
power,  water,  telecommunications  links, 
roads  and  general  infrastructure.  We  sup- 
plement them  so  that  if  power  fails, 
there's  a  standby  supply  We  also  ensure 
that  the  water  supply  is  adequate  and 
usable.  We're  learning  to  use  what  the 
host  country  supplies,  improve  it  and 
make  up  for  temporary  lapses.  We've 
trained  more  than  80  of  their  senior 
officials  in  Singapore  for  several  months 
each.  But  since  they  work  differently, 
they  have  to  adapt  what  they  have 
learned  here  to  fit  their  own  system. 

(^:  How  would  you  describe  the  current 
bilateral  relationship  between  Singapore 
and  the  U.S.? 

LKY:  Relations  are  good.  The  economic 
links  are  strong  and  will  continue  to  be 
that  way  The  political  atmosphere  could  be 


better,  but  that's  partly  the  result  of  the 
media.  They  want  us  to  be  like  Americans. 
We  are  just  a  different  society,  and  so  we 
do  some  things  differently. 

Q:  Would  you  say  however,  that  the  over- 
all American  perception  of  Singapore  is 
improving? 

LKY:  Americans  who  live  here  know  that 
we  are  not  a  closed  society.  If  we  were,  we 
would  have  failed.  Our  people  are  English- 
literate,  whereas  in  some  other  countries  in 
the  region,  only  the  top  one  or  two  percent 
are  literate.  In  other  words,  we  are  well- 
exposed  to  outside  influences,  especially 
the  English-speaking  countries  -  the  U.S., 
Britain,  Australia.  New  Zealand  and  Canada. 
So  to  portray  Singapore  as  a  closed 
Stalinist-type  society  is  absurd. 

Q:  What  do  you  see  in  the  future  in  terms 
of  Singapore  developing  a  niche? 

LKY:  We  have  to  work  in  those  niches 
that  will  maximize  the  benefits.  We  are 
temporarily  limited  by  the  quality  of  our 
education  system.  That's  something  you 
can't  remedy  overnight.  Over  the  last  30 
years,  though,  we've  aimed  at  educating 
not  just  a  few,  but  our  entire  population  of 
3.5  million.  Whether  the  need  is  highly 
skilled  scientists  and  engineers  or  techni- 
cians and  a  managerial  staff,  we  are  train- 
ing our  people.  What  a  country  can 
achieve  is  determined  by  the  quality  of  its 
workforce.  Competition  between  countries 
is,  in  fact,  a  competition  in  educational 
standards. 
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oreign  companies  are  attracted 
to  Singapore  for  many  reasons. 
Witness  its  splendid  living  environ- 
ment, strategic  location,  well-educated 
and  English-speaking  workforce, 
minimal  red  tape  and  world-class 
infrastructure.  Little  wonder  that  this 
640-square-kilometer  republic  with 
a  population  of  just  3.5  million  is 
becoming  the  hub  of  choice  for 
many  multinational  companies. 
Whether  they  are  involved  in  disk 
drive  manufacturing,  multibillion- 
dollar  petrochemical  projects  or 
high-value-added  services,  the 
foreign  business  community  has 
given  its  thumbs-up  to  this  dynamic 
archipelago. 

One  of  the  most  recent  investment 
megaprojects  to  land  in  Singapore  is 
Exxon's  US$2  billion  petrochemical 
complex  —  which  the  Hong  Kong- 
based  Political  and  Economic  Risk 
Consultancy  describes  as  "yet  another 
triumph  for  Singapore's  foreign- 
investment  marketing  strategies  over 
rising  costs." 


THE  EDB: 

A  CATALYST  FOR  FUTURE 
GROWTH 


One  of  the  first  points  of  contact  for  for- 
eign companies  is  likely  to  be  the  Singapore 
Economic  Development  Board  (EDB).  Its 
long-term  focus  is  to  develop  a  broader- 
based  economy  and  to  sustain  Singapore's 
relevance  among  international  investors. 

Recent  statistics  show  that  despite  ris- 
ing costs  and  intense  competition  from 
other  countries  in  the  region,  Singapore 
remains  an  attractive  business  location. 
While  high-value-added  manufacturing  will 
account  for  much  of  the  republic's  growth 
over  the  next  few  years,  a  growing  share  is 
being  taken  up  by  service  industries.  By  the 
year  2000,  Singapore  hopes  to  have  such 
service  industries  as  regional  headquarters, 
education,  logistics,  healthcare,  and  com- 
munications and  media  account  for  as 
much  as  15%  of  the  economy. 

The  manufacturing  sector  will  continue 
to  play  a  leading  role  in  Singapore's 
growth.  Last  year,  Singapore  was  able  to 
attract  a  staggering  US$5.1  billion  in  fixed- 
asset  investments  in  the  manufacturing 
sector,  representing  a  19%  increase  over 
the  previous  year.  In  the  sen/ice  sector,  a 
total  of  US$947.6  million  was  spent 


To  keep  investments  flowing  smoothlyj 
through  the  pipeline,  in  1997  the  EDB  initi 
ated  various  economic  development  effoi 
ranging  from  working  closely  with  relevam 
organizations  and  facilitating  new  infra- 
structure projects  to  reviewing  manpower 
capability  programs.  By  2000,  Singapore 
aims  to  have  at  least  200  significant 
regional  headquarters  that  generate  an 
incremental  total  business  spending  of 
US$3.8  billion  annually. 

WORLD-CLASS 
INFRASTRUCTURE 

According  to  Philip  Yeo,  the  energetic 
chairman  of  the  EDB,  the  republic  is  striving 
to  keep  its  airport  port  and  telecommunica- 
tions infrastructure  up  to  modern  stan- 
dards. An  extraordinary  example  of 
Singapore's  desire  to  constantly  upgrade 
infrastructure  is  the  Singapore  One  project 
which  aims  to  install  a  high-speed,  broad- 
band network  throughout  the  island  by  the 
end  of  1998.  Upon  completion,  the  network 
will  open  up  an  almost  unlimited  range  of 
multimedia  services  for  offices,  homes  and 
schools  Video  conferencing,  telecommuting 


China-Singapore  Suzhou  Industrial  Park  rrjrks  Singapore's  efforts  to  expand  Its  economy  overseas. 
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ind  electronic  commerce  are  just  some  of 
'%ht  exciting  potential  business  applications. 
In  addition  to  its  high-tech  infrastruc- 
:ure,  Singapore  emphasizes  workforce 
mprovement.  That  is  why  multimedia  and 
Droduction  companies  are  targeting  the 
epublic.  George  Yeo,  minister  for  informa- 
ion  and  the  arts,  cites  a  host  of  U.S.  firms 
that  have  established  operations  in 
Singapore.  They  include  Motorola  and 
feledesic  in  telecommunications;  Simon  & 
Schuster,  Reuters,  Business  Week  and  Time 
Inc.  in  media;  Yahoo!  in  online  services;  and 
Home  Box  Office  (HBO),  ESPN-Star  Sports 
and  MTV  Asia  in  broadcasting. 


A  WELCOME  PARTNER 
OVERSEAS 

Singapore's  expertise  at  managing  for- 
eign investments  and  developing  world- 
class  infrastructure  has  made  it  a  welcome 
partner  for  many  countries  eager  to 
I  upgrade  their  own  foreign  investment  envi- 
ronments. An  excess  of  capital  -  plus  a 
sizeable  pool  of  expertise  and  experience  - 
makes  overseas  expansion  a  logical  option 
for  Singapore  firms. 
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High-tech  manufacturing  at  Suzhou  Industrial  Park 


Under  its  Flagship  Projects  program, 
Singapore  has  been  able  to  establish  first- 
class,  self-contained  investment  sites  in 
China,  Indonesia,  Vietnam  and  India. 
Investors  will  find  ready-built  factories, 
well-planned  communities  and  world-class 
infrastructure  at  these  sites. 

Another  site  for  Singapore's  industrial 
and  tourism  activities  is  located  directly 
south  of  Singapore  on  Indonesia's  Riau 
islands.  To  date,  well  over  US$2.5  billion 
has  been  spent  on  developing  sites  in  the 
archipelago.  Two  large  industrial  parks  have 
been  constructed  and  a  23,000-hectare 
integrated  tourism  complex  has  been  built 
on  Bintan  Island,  just  a  45-minute  ferry 
ride  from  Singapore. 

Also  under  construction  in  the  Riau 
Archipelago  is  an  integrated  industrial 
facility  for  marine  and  engineering  activi- 
ties: the  4,000-hectare  Karimun  Marine  and 
Industrial  Complex.  Situated  along  the  busy 
Strait  of  Malacca,  the  US$31.6  million  facil- 
ity will  host  a  range  of  activities,  including 
shipbuilding  and  repair,  logistics  bases, 
petroleum  and  petroleum-related  activities 
and  engineering. 

For  Singaporean  and  overseas  firms 
located  in  the  Riau  islands,  as  well  as  in 
other  overseas  investment  bases,  there  are 
many  advantages:  an  abundance  of  afford- 
able and  industrious  workers,  cheap  land, 
an  infrastructure  and  administration 
reflecting  Singapore's  high  standards  and 
minimal  red  tape.  Any  foreign  firm  that 
already  has  operations  in 
Singapore  will  feel  at  home  in 
its  offshore  bases. 

"What  we  have  done  is  lit- 
erally duplicated  ourselves  over- 
seas," says  Yeo  of  the  EDB, 
which  has  a  65%  stake  in 
China-Singapore  Suzhou 
Industrial  Park  Development  Co., 
Ltd.  He  adds  that  in  the  indus- 
trial parks,  "we  take  care  of 
everything."  Senior  Minister  Lee 
Kuan  Yew  comments  on  his 
brainchild:  "They  are  Chinese 
industrial  parks  with 
Singaporean  characteristics, 
which  will,  I  hope,  be  more 


attractive  to  investors  than  a  completely 
Chinese  park." 

Recent  U.S.  investments  in  the  China- 
Singapore  Suzhou  Industrial  Park,  a  28- 
square-mile  city-within-a-city,  include 
US$5  million  from  Beckman  Laboratory 
Systems  of  California  and  Millipore  Filter 
Co.,  Ltd.  Many  of  the  other  firms  involved 
already  have  a  relationship  with  the  EDB 
and  thus  are  comfortable  moving  into  a 
project  supported  by  the  Singaporean 
Government.  Officials  from  the  host  country 
of  China  receive  extensive  training  and 
guidance  from  Singaporean  teams,  and  then 
apply  what  they  have  learned  back  home. 
This  has  brought  Singapore-style  efficiency 
to  sites  in  China,  Indonesia  and  elsewhere. 

BUILDING  AN 
EXTERNAL  ECONOMY 

The  establishment  of  overseas  indus- 
trial parks,  as  well  as  local  firms  like 
Singapore  Technologies  Industrial  and 
Singapore  Telecom  investing  overseas,  is  all 
part  of  an  ambitious  regionalization  strat- 
egy unveiled  in  1992  that  is  designed  to 
add  an  external  wing  to  the  economy. 

At  the  moment,  Singapore's  return  on 
investments  abroad  total  about  five  to  eight 
percent  of  GNP.  Senior  Minister  Lee  says  he 
would  like  to  see  this  rise  to  "at  least  20% 
to  25%"  -  a  level  equalling  those  of 
Switzerland  and  the  Netherlands.  At  the  end 
of  1996,  Singapore's  investments  in  the 
region  totaled  nearly  US$30  billion. 
Indonesia  was  the  number  one  destination, 
followed  by  China  and  Thailand. 

For  an  island  republic  of  just  640  square 
kilometers,  Singapore  casts  a  long  shadow 
over  the  region.  But  in  the  pursuit  of  strong 
growth,  foreign  partners  are  welcome  to 
team  up  with  local  firms  and  participate  in 
overseas  industrial  estates  projects.  "We  have 
a  small  population  of  three  million,  and  so, 
we  need  partners  to  cover  this  vast  area," 
says  Senior  Minister  Lee.  "We  need  partners 
not  only  from  within  the  region,  but  also 
from  the  advanced  countries  -  America, 
Europe,  Japan  -  because  they  will  provide  the 
technology  and  expertise  we  may  lack.  But 
we  have  the  contacts  and  what  they  call  the 
"know-who"  as  opposed  to  the  "know-how." 
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SINGAPORE: 

THE  NEW  ASIA 


Singapore  offers  a  far  different  and 
enriching  experience  now  than  it  did  a  few 
years  ago.  This  tropical  urban  environment 
is  teeming  with  attractions  for  tourists, 
business  travelers  and  longtime  expatriates. 
Compared  with  other  business  and  tourism 
centers  in  the  region,  Singapore  offers 
great  value  for  the  money,  even  with  the 
recent  currency  fluctuations. 

Many  new  tourism  and  entertainment 
concepts  are  being  introduced  -  from  a 
night  safari  and  East-Meets-West  food  fes- 
tival to  the  DisneyFest  and  world-class 
operas  such  as  Aida.  New  special-interest 
tours  focus  on  culture  and  the  arts,  supple- 
menting the  colorful  religious  and  cultural 
festivals  held  throughout  the  year.  Chinese 
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Boat  Quay  provides  a  unique  and  popular 
alfresco  dining  experience. 

operas,  plays  in  four  languages,  art  galleries 
and  a  host  of  museums  round  out  the  cul- 
tural offerings  available. 

"Singapore  is  where  the  rivers  of  cul- 
ture from  East  and  West  meet  and  mix," 
says  George  Yeo,  minister  for  information 
and  the  arts.  Furthermore,  Singapore  is 
probably  the  safest  and  cleanest  urban  des- 
tination in  Asia,  and  it  is  linked  to  the  rest 
of  the  world  by  a  leading  international  air- 
port and  top-rated  airline.  More  than  seven 
million  people  visited  Sincvipore  last  year. 

Visitors  may  want  to  plan  their  trips  to 
coincide  with  annual  events  such  as  the 


Singapore  Food  Festival,  the  Great 
Singapore  Sale,  the  Festival  of  Arts  and 
Celebration  Singapore.  The  latter  event,  also 
billed  as  "The  World's  Longest  Street  Party" 
lasts  from  Oct.  30  to  Feb.  11,  filling 
Singapore's  streets  with  exhilarating  sights 
and  sounds.  Revelers  can  encounter  every- 
thing from  Disney  characters  and  the  works 
of  Leonardo  da  Vinci  to  street  buskers  and 
dancers.  New  walking  trails  through 
themed  areas  and  ethnic  enclaves  will  fur- 
ther promote  Singapore's  heritage  and  fos- 
ter cultural  appreciation. 

EXCITING  CHANGES 
ABOUND 

Several  resorts  opening  south  of 
Singapore  in  Indonesia's  Riau  Archipelago 
are  causing  a  stir.  Managed  by  Singaporean 
companies,  the  tourist  complex  offers  a 
bevy  of  accommodations,  outdoor  activities 
and  cuisine  from  Singapore  and  elsewhere 
in  the  region.  Travelers  heading  for  Bintan 
resorts  can  expect  to  arrive  there  less  than 
two  hours  after  alighting  from  their  air- 
craft at  Singapore  Changi  Airport. 

Equally  exciting  changes  have  occurred 
within  Singapore  itself.  World-class  retail- 
ers are  opening  a  fantastic  array  of  outlets 
that  feature  the  world's  latest  and  best. 
"New  Asia  Cuisine"  is  an  emergent  trend  - 
celebrated  as  a  modern  way  of  interpreting 
traditional  Asian  food.  "We  have  got  a  very 
interesting  variety  of  cuisine  here,"  says  Tan 
Chin  Nam,  chief  executive  of  the  Singapore 
Tourism  Board  (STB).  "This  is  where  East 
and  West  are  now  meeting." 

A  BOOMING  TOURISM 
DESTINATION 

Any  of  the  island's  top  hotels  tout  ser- 
vices and  amenities  rarely  found  elsewhere. 
As  Tan  points  out,  visitors  can  expect  an 
attentive  and  courteous  staff,  a  pleasant 
ambiance  and  a  hassle-free  environment. 
Singapore-based  firms  also  spread  this 


The  Ritz-Carlton  Millenia  Singapore 

signature  quality  abroad.  They  own  more 
than  260  hotels  worldwide,  representing 
an  inventory  of  some  46,000  rooms  - 
compared  with  29,000  in  Singapore.  Local 
hotels  are  frequently  cited  in  international 
business  travel  surveys,  and  the  republic 
scores  highly  in  international  meeting  and 
convention  evaluations. 

These  factors  have  helped  Singapore 
retain  its  coveted  position  as  the  top  Asian 
center  for  meetings,  conventions  and  exhibi- 
tions. Facilities  are  constantly  upgraded,  and 
a  new  mega-exhibition  center  should  open 
up  60,000  square  meters  of  column-free 
exhibition  space.  "We  are  in  an  ideal  position 
to  be  a  regional  exhibition  center,"  says  Tan. 

For  U.S.  visitors,  getting  to  Singapore 
has  never  been  easier.  Singapore  Airlines 
now  operates  33  passenger  flights  a  week 
to  the  U.S.,  using  New  York,  San  Francisco 
and  Los  Angeles  as  gateways.  "The  demand 
has  been  very  strong  on  these  routes,"  says 
Chew  Choong  Seng,  deputy  managing 
director  of  Singapore  Airlines.  According  to 
STB  figures,  1996  was  a  strong  year  for  U.S. 
visitors:  More  than  374,000  people  visited 
Singapore,  making  the  U.S.  one  of  the 
republic's  top  ten  tourism  markets. 

"Singapore  is  definitely  a  place  where 
visitors  will  want  to  spend  their  time,"  says 
Tan.  "In  time  it  will  become  more  attractive 
and  there  will  be  more  events  and  attrac- 
tions to  bring  out  the  soul  of  Singapore." 
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SUNTEC  CITY/ 

ISICECt  A  PLACE  FOR 
;USINESS  AND  PLEASURE 
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Suntec  City,  whicin  includes  the  Singapore 
International  Convention  and  Exhibition 
Centre  (5ICEC),  is  one  of  the  larger  inner-city 
developments  in  Asia.  Covering  an  11.7- 
hectare  site  in  the  heart  of  Singapore,  this 
integrated  business,  retail  and  entertainment 
complex  is  attracting  many  high-profile 
names  from  the  corporate  world  -  not  to 
mention  world-class  events.  Already  the  SICEC 
has  hosted  a  live  telecast  of  the  historic  Hong 
Kong  handover  ceremonies,  as  well  as  the 
50th  anniversary  celebrations  of  Singapore 
Airlines,  which  had  a  record  71,000  visitors. 

Travelers  are  bound  to  notice  Suntec  City 
as  they  journey  inward  from  the  futuristic 
Changi  International  Airport  to  the  republic's 
center.  The  City  is  flanked  by  the  ultramodern 
SICEC  and  five  office  towers,  four  of  which 
have  45  floors.  Together,  the  towers  will  add 
2.3  million  square  feet  of  leasable  office 
space.  Suntec  City  itself  will  eventually  draw 
more  than  30,000  workers. 

One  of  the  most  spectacular  features  of 
Suntec  City  is  the  Fountain  Terrace,  which 
boasts  the  world's  largest  water  fountain, 
specially  designed  to  allow  an  unusual 
inward  water  flow.  It  is  rumored 
to  retain  prosperity  rather  than 
drain  it  away.  Various  restau- 
rants, pubs  and  a  foodcourt  sur- 
rounding the  Fountain  cater  to 


different  tastes.  An  integrated  laserlight  and 
sound  show  is  also  planned. 

Nearby  is  the  world's  largest  electronic 
information  screen,  which  broadcasts  com- 
mercials and  upcoming  SICEC  events.  Among 
the  other  unique  features  of  the  SICEC  are 
the  world's  most  advanced  Digital  Congress 
Network  and  the  world's  largest  telescopic 
seating  unit. 

The  Convention  and  Exhibition  Center  is 
known  as  the  facility  with  "ever/thing  under 
one  roof."  Thus,  people  attending  meetings 
and  conventions  have  little  reason  to  leave 
the  grounds,  as  virtually  every  need  can  be 
met  on-site.  No  fewer  than  six  hotels  - 
offering  more  than  6,000  rooms  between 
them  -  are  within  walking  distance  of  the 
complex.  They  include  the  Ritz-Carlton 
Millenia  Singapore  and  the  Conrad 
International  Centennial  Singapore. 

However,  the  complex  is  not  exclusively 
for  businesspeople.  The  vast  retail  portion 
-  with  more  than  200  outlets  and  other 
facilities  -  caters  to  shoppers  and  tourists 
as  well.  Nearing  completion  in  1998  is  a 
400,000-square-foot  Entertainment  Center, 

whose  main  attrac- 
tion will  be  a  five- 
theater  cineplex.The 
Center  will  also 
house  Singapore's 
first  hypermarket,  a 
140,000-square- 
foot  retail  complex 
operated  by 
Carrefour  of  France. 
Air-conditioned, 
enclosed  walkways 
link  the  SICEC  to 
Suntec  City  Mall  -  at  888,000  square 
feet,  the  republic's  largest.  The  Mall's 
Galleria  zone  includes  upscale  boutiques, 
while  the  Tropics  zone  offers  shops  that 


The  Level  4 
exhibition  hall  offers 
12,000  square 
meters  of  space. 


Suntec  Fountain  and  five  office  towers 

meet  everyday  lifestyle  needs. 

Now  in  its  third  year,  the  328,000- 
square-foot  SICEC  is  one  of  the  largest  con- 
vention and  exhibition  centers  in  Asia-Pacific, 
and  it  rivals  the  Hong  Kong  Exhibition  Center 
in  terms  of  prestige  and  size.  It  is  facilities 
like  the  SICEC  that  contribute  to  Singapore's 
growing  stature  as  a  center  for  meetings, 
exhibitions,  conventions  and  conferences. 

Last  year  the  SICEC  served  as  the  venue 
for  the  World  Trade  Organization  (WTO) 
Ministerial  Meeting,  which  convened  4,500 
delegates  and  1,000  journalists  from  nearly 
150  countries.  During  the  event,  every  single 

I 

room  in  the  SICEC  was  put  to  use,  says 
Managing  Director  Klaus  Jurgen  Scholz.  The 
facilities  are  first-class,"  WTO  spokesman 
Hans  Peter  Werner  concurs. 

The  SICEC  has  also  hosted  COMDEX 
Asia  -  the  world's  largest  computer  exhibi- 
tion outside  the  U.S.  Scholz  says  that 
I  the  worldwide  gathering  of  Rotary 
i  International  in  1999  will  be  the  next  large- 
scale  event,  with  some  35,000  participants 
expected  to  attend.  In  1996  alone,  more 
than  500,000  people  attended  exhibitions 
and  conventions  at  the  SICEC.  Scholz  says 
it  is  probably  too  early  to  determine 
whether  the  SICEC  will  become  a  tourist 
'  attraction  in  its  own  right.  He  adds  that 
most  visitors  to  Suntec  City  are  on  business 
-  either  attending  a  convention  or  exhibi- 
tion, working  in  one  of  the  offices  or  dining 
in  one  of  its  many  eateries. 

More  information  on  the  SICEC  and  its 
modern  facilities  is  available  on  its  Web  site 
at  http://www.sicec.com.  ■ 
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The  fish  gods 
were  not  smiling 

By  Jessica  Maxwell 

The  wide  aqua  plain  of  the  Gulf  of  Mexico  spread 
out  m  front  of  us  Hke  an  altar  cloth.  A  good  Simg 
I  thought  We  were  going  to  need  som!  hdp  from 
IshnH  fl  °       ^■^'"'^  "''  '^'  ^°"S  ^hore  of  Galveston 
vaiiisn.  We  d  be  alone  out  there  in  shark  water,  mth  Hur- 
ncane  Enka  leaning  in  hard  from  the  south-and  nod^ne 
between  it  and  this  20-foot  Florida  flats  sSff  Wevf 
bread^ing  in  the  oversalted  soup  d.at  passes  fof  a^r  o^d." 
Texas  coast  whiJe  ^vc  search  the  horizon  for  a  200-pound 
game  fish  which  we  friUy  mtend  to  catch  uld.  a  bunch  of 
bug-eyed  psychedelic  flies  and  a  wimpy  fly  rod 

1  he  reason  for  this  apparent  tomfoolery  is  a  painftillv 
lean  fishmg  guide  by  the  name  of  Captain  Chris  Mip 
By  all  accounts  Phillips  was  the  first  guide  to  notice  that 

GatstonTsfdr  ^^"^  T"  ^^^^  ^-P-S 'rough 
^aiveston  s   85-degree   inshore   Jacuzzi.   He   noticed 

because  he  caught  one  accidentallv-a  gleaminTl95 

pounder-in  1986.  If  he  had  taken  it  on!  fl>Te  wo!ld 

fis^N  '  "  rf  ^  "'"^^-  ^  ''  ^^-'  h-  ^°ok  ^t  on  a  live  cat 
fish.  Nonedieless,  it  was  a  stumimg  catch,  and  Galveston's 
tarpon  fishery  was  reborn.  i" '^aiv eston  s 

For  decades  tarpon  were  considered  the  reienincr 
mshore  ga^e  fish  of  ti.e  Texas  coast.  Longer  t^J.f^^^ 

^h.  f'l'''T\^''^'^'^'  ^^^^-^--  -  named  f'lsTi"' 
The  fish  has  die  dirilhng  habit  of  leaping  ftill-body  ou  of 
the  water  the  moment  it's  hooked.  Frfnklin  Roosevelt 
fished  for  tarpon  fartiier  down  die  coast,  at  Port?Wa 
back  in  the  1930s.  ,"^^^11  x'\ransas, 

InUuTff'^'f  ^"^  ^'  ^^-P°^"^  Priz^  still  hang  m  die 
lobby  of  Port  Aransas'  historic  Tarpon  Inn   Th?  nhh 

wafls  are  plated  with  tarpon  scales,  e'a^h  as  big'as  a  °iver 
dollar  and  as  tough  as  a  toenail.  Hach  is  dated  and  signed 
by  the  lucky  angler  who  made  the  catch.  Du rmgXse 
early  decades,  tarpon  were  rumiing  in  Galveston  Bay 
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V  J5,ed  fromX  T   "^^  '''"I-  ^'  *'  Sreat  .^on  runs 

aruung  sent  the  tarpon  scurrying  for  quieter  waters  If  ir 

h  ve  :™rf'""°"'7>''  ''"P^  'he  fragile  sl,rimp  wodd 
have  gone  first,  and  anyone  who's  evefeaten  dinner  in 
Gah^ston  Icnows  they've  aiwavs  had  plent>-  of  shrimo 

Whatever  the  reason,  Phillips'  1986  tarpon  caK^was  a 
clanon  call  to  anglers.  Todav  thev  huntXpon  with  2S 
foot  Boston  Whalers,  which  drift  abeatTin  the  wi^d' 
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The  irresistible  bug-eyed  fly. 


A  cross  between  a  Mack  truck  and  Winston  Churchill. 


slam-dancing  against  as  we  began 
our  one-hour  run  through  Galve- 
ston harbor  out  to  the  fishing 
grounds  5  miles  away  in  the  gen- 
eral direction  of  Mexico. 

"Prepare  to  bend  your  rod  to  a 
silver  god,"  Phillips  intoned.  The 
small  gold  tarpon  talisman  he 
wears  around  his  neck  glinted  in 
the  tropical  light.  We  blasted  by 
cargo  ships  and  warehouses  and 
huge  yellow  blocks  of  Texas  sulfur. 
Porpoises  somersaulted  as  we 
passed;  at  one  point  a  wedge  of 
pelicans  led  the  way.  "If  tarpon 
Chris  Phillips  decided  are  free-jumping,  they're  happy,"  Phillips  announced.  I 
from  the  beginning  to  take  ran  my  eyes  back  and  forth  along  the  horizon,  like  a  light- 
his  beloved  silver  tarpon  house  beacon,  but  with  the  air  still  so  misted  over  I 
only  on  a  fly,  the  ultimate  in  seemed  to  be  peering  through  a  blue  glass  egg.  After  a 
angling       sportsmanship,      half-hour  my  neck  hurt.  Nothing. 

"It's  like  shooting  elephants  Then  the  fish  finder  hit  36  feet,  tarpon's  preferred 
with  a  BB  gun,"  he  says.  He  depth,  and  Phillips  cut  the  engine.  W^ile  the  boat  lolled 
insists  on  13-weight  fly  rods  on  the  Gulf's  swells,  he  baited  two  trolling  rods  with 
and  delicate  reels  whose  whole  shad  to  help  attract  the  fish, 
hght  lines  carry  15 -pound  Within  minutes,  both  reels  screamed  bloody  murder, 
or  20-pound  leaders  affixed  Phillips  grabbed  one,  I  grabbed  the  other.  Somehow  we'd 
with  one  of  his  hand-tied  hooked  the  same  shark,  a  big  black-tip,  which  bucked  like 
flies.  Compared  with  an  8-  a  disgrunded  Volkswagen.  At  2  p.m.  PhiUips  reeled  in  the 
weight  steelhead  rod — the  bait  rods  and  motored  to  a  fresh  spot.  Hours  passed, 
heaviest  fly  rod  I'd  used  in  Finally  he  yelled  "Tarpon!"  and  cranked  the  steering 
my  young  fishing  career —  wheel  so  hard  I  nearly  tumbled  into  the  Gulf 
this  borrowed  Winston  12-  Then  we  were  upon  them.  Maybe  a  dozen  tarpon 
weight  was  a  monster.  So     snaking  fast  through  the  blue-green  sea.  They  were  only 

a  few  yards  away.  I  do  not  know  what  I  was  expecting,  but 
there's  no  way  to  prepare  for  the  brilliance  and  power  of 
those  big  fish.  They  reminded  me  of  a  pack  of  glittering 
platinum  mustangs,  their  huge  scales  throwing  off  sparks 
of  sunlight,  their  strange  underslung  jaws  set  in  perpetu- 
al Winston  Churchill  scowls. 
"They  seem  upset,"  I  remarked. 
"They  are,"  Phillips  replied.  "They've  been  rodeoed 


Phillips  gave  me  a  casting 

lesson. 

"Just    like    throwing    a 

baseball  ft^om  center  field  to 

home  plate,"  he  coached.  I 
tried  again.  And  again.  Finally,  it  worked.  My  arm  felt  like 
a  pitcher's  might  after  five  wicked  innings. 

By  six  the  next  morning  Teakwood  Marina  looked  as  if 
the  Navy  were  shipping  out.  Boats  revved  their  engines  hard  by  those  boats  over  there,"  he  said,  waving  toward 
and  vied  for  space  at  the  gas  pump.  Captains  rushed  in  a  set  of  Boston  Whalers  to  the  north  of  us.  "Get  ready  to 
and  out  of  the  white  clapboard  general  store,  arms  filled     cast  to  them,"  he  commanded. 


with  supplies.  The  air  was  already  dense  with 
hurricane  weather.  To  the  east,  the  sun  tried 
hard  to  rise  behind  it.  Off  in  the  distance  thun- 
der growled.  When  I'd  bought  my  fishing 
license  at  a  Houston  sporting  goods  store,  the 
clerk  asked  me  if  I'd  heard  about  the  man  who 
was  killed  by  lightning  in  Galveston  the  day 
before. 

"What  was  he  doing.>"  I  asked. 

"Fishing,"  she  spat,  and  snatched  the  $20  out 
of  my  hand. 

Phillips'  skiff  is  a  floating  altar  to  fly-fishing, 
built  wide  and  open — but  because  of  that,  it 
offers  no  shelter  from  sun,  wind  or  rain.  Or 
lightning.  But  has  a  redeeming  deep  hull,  which 
lets  it  handle  heavy  seas  like  the  one  we  were 


''It's  like 
hooking  on 
to  a  runaway 
truck.  All 
you  can  do 
is  hang  on 
and  feel  it. 
All  the  way 
through 
you." 


So  stunned  was  1  by  the  physical  truth  of  li\e 
tarpon  that  I'd  all  but  forgotten  I  was  supposed 
to  catch  one.  I  grabbed  my  rod  and  scuttled 
onto  the  bow  of  Phillips'  boat.  The  boat  was 
rocking  in  the  traveling  wake  from  one  of  the 
Whalers,  making  me  feel  slightly  seasick.  I 
stripped  out  line  like  a  crazy  person,  then  tried 
to  cast.  My  excess  line  caught  on  a  deck  cleat. 
Phillips  untangled  it,  and  I  cast  again.  A  pathet- 
ic 10-foot  dribbler.  The  tarpon  were  getting 
away.  Panic  set  in. 

"You  do  it,  Chris!"  I  wailed. 

"Cast  again,"  he  commanded. 

I  obeyed.  My  line  sailed  out.  Too  late. 
Phillips'  cockroach  fly  landed  where  the  tarpon 
had  been  only  moments  before.  "Hell,"  I  said. 


Forbes  ■  December  1,  1997 


339 


Life 


FDR,  back  before  the  tarpon  fled  Galveston. 


"Well,  they  were  just  small  ones,"  Phillips 
comforted  me.  "Only  90  pounds.  They  were 
rats.  And  they  were  smoking.  When  they're 
rolling,  it's  ice-cream  fishing,  but  when 
they're  smoking,  they're  hard  to  feed." 

To  the  great  good  fortune  of  the  guys  on 
the  stupid  Boston  Whaler  now  downwind 
from  us,  our  tarpon  turned  and  headed 
straight  for  them.  A  lucky  fisherman  hooked 
one  immediately;  his  silver  prize  exploded  out 
of  the  water  just  like  in  the  movies. 

Phillips  watched  with  acute  interest.  Our 
neighbors'  tarpon  took  another  skyward 
flight.  "It's  like  hooking  on  to  a  runaway 
truck,"  Phillips  murmured.  "It's  totally  out  of 
control.  All  you  can  do  is  hang  on  and  feel  it. 
All  the  way  through  you." 

Alas,  that  Great  Texas  Tarpon  Thrill  would 
not  be  mine.  The  next  day,  6-foot  swells  kept 
us  on  land.  On  the  third  day  the  sea  setded 
into  a  slow  hula  by  8  a.m.,  and  we  fished  hard 
until  late  afiiernoon.  Two  things  happened. 

First,  a  single  tarpon — the  only  one  of  the 
day — made  a  spectacular  leap  way  off  in  the 
wild  blue  Gulf  of  Mexico  yonder.  The  second 
was  a  message  from  the  fish  gods:  Motoring 
back  toward  the  jetty,  nearly  sick  with  sun- 
stroke and  disappointment,  I  happened  to 
look  up.  There  in  the  hot  blue  sk)^  was  a  long 
white  cloud  in  the  precise  shape  of  a  tarpon, 
split  tail  and  all.  It  was  telling  me,  "Get  out  of 
here,  you  fly-fishing  knucklehead."  Hi 

Texas  tarpon  hunts 

For  fly-fishing  trips  of  three  days  to  one  week  with 
Captain  Chris  Phillips,  call  the  Angler's  Edge  in 
Houston,  713-993-9981.  Both  fly-fishing  and 
bait-and-lure  tours,  with  deluxe  accommodations, 
can  be  arranged  by  calling  the  Corporate  Sports- 
man in  Houston,  713-968-9290.  Or  call  Captain 
DarreU  Skillern  and  Captain  James  Plaag  of  Silver 
King  Adventures,  281-426-6449  or  409-935- 
7242.  E-mail:  txtarpon@gte.net. 
Figure  on  spending  $1,200  to  $4,000. 
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Georg  Jensen's  shops  and  workshops  still  flourish, 
but  it's  the  original  works  of  the  master  himself 
and  those  of  his  immediate  successors  that  bring 
fancy  prices  at  auctions. 


He  treated  the  ordinary  as  ari 


By  Katrina  Burger 

A  1966  Georg  Jensen  silver 
water  pitcher  sold  at  a  recent 
auction  at  Christie's  for 
$36,800.  "We  originaUy 
priced  it  between  $12,000 
and  $18,000,  but  Jensens 
are  starting  to  go  for  more 
and  more,"  says  Lars 
Rachen,  director  of  20th- 
century  decorative  arts  at 
Christie's  New  York. 

This  isn't  quite  what 
Jensen  had  in  mind  in 
1899,  when  die  sil- 
versmith fi-om 
Copenhagen  /- 

hammered  ^^ 

Adam  and  Eve 
onto  a  belt  buckle, 
their  eyes  locked  lust- 
fially  on  each  other  as  she 
the  apple.  Jensen  was  part  of  the 
Arts  and  Crafts  movement,  whose 
aim  was  to  make  beauty  affordable 
for  the  middle  class.  Affordable, 
flmctional  and  still  beautiful,  in  an 
everyday  kind  of  way. 

Jensen's  buckle  created  a  sensa- 
tion in  Copenhagen  and  immedi- 
ately found  its  way  into  the 
Museum  of  Decorative  Arts  in 
Copenhagen.  By  the  time  Jensen 
opened  his  own  shop  in  1904,  he 
was  already  recognized  as  one  of 
the  foremost  silversmiths  of  his 
time.  At  the  company's  first  Ameri- 
can showing  in  1915,  newspaper 
baron  William  Randolph  Hearst 
bought  nearly  every  piece  in  the 
show.  At  Jensen's  death  in  1935, 
the  Times  of  London  predicted: 
"Jensen  is  one  of  those  crafbmen 
whose  pieces  can  safely  be  regarded 
as  antiques  of  the  future." 

For  once  a  journalistic  prediction 
proved  accurate.  Silver  designed  by 
Jensen  himself,  and  some  of  the 
great  silver  designers  who  worked 


The  hallmark  of  Jensen's  style: 
simple  lines,  simple  ornaments 
and  a  sculptor's  grace 
with  everyday  ol^ects. 

for  his  studio  after  his  death,  is 
enjoying  a  surge  in  popularity. 

The  Jensen  workshop,  now 
owned  by  Danish  brewer  Carlsbcrg, 
stiU  makes  silver  artifacts  and  sells 
them  at  more  than  80  retail  shops 
around  the  world.  These  artifacts 
are  pretty  pricey.  But  it's  the  pat- 
terns of  the  earlier  Jensen  period 
that  collectors  covet.  At  a  recent 
Sotheby's  New  York  auction,  a 
small,  rare  silver  Jensen  table  gong 
sold  for  $12,100. 

Dr.  Barry  Goozner,  a  New  York- 
based  collector,  has  spent  the  past 
eight  years  painstakingly  assem- 
bling 20  place  settings  of  Jensen's 
famous  "bittersweet"  pattern,  first 
produced  in  1940  and  discontin- 
ued in  die  1980s. 

The  best  Jensen  pieces  retlea  a 
down-to-earth,  unfijssy  design — an 
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What's  truly  breathtaking  about  reaching  the  top  of  United's 
frequent  flyer  program  is  that  five  other  airlines  recognize  the  effort. 


'97  ^,r 


Congrarulations.  You've  reached 
top-tier  status  in  United  Airlines' 
Mileage  Plus"  program.  Unfortunately, 
this  bit  of  news  usually  means  nothing 
to  other  airlines.  Which  can  be  rather  disheartening  to 
global  business  travelers  who  have  to  fly  several 
carriers.  That's  why  the  Star  Alliance""  membership 
of  United  Airlines,  Air  Canada,  Lufthansa,  SAS,  THAI 
and  Varig  will  honour  your  status  regardless  of  the 
carrier.  Thereby  affording  you  certain  benefits  that 


t'^r^-n. 


otherwise  would  be  impossible.  The  mileage  points 
from  qualified  flights  on  all  six  airlines  can  be  applied 
toward  your  frequent  flyer  status.  The  doors  to  each 
airline's  lounges  are  open  to  fellow  travelers*—  offering 
you  more  tha.n  180  lounges  around  the  world  to  seek 
refuge.  And  with  the  addition  of  Varig,  you  have  the 
destinations  of  six  Star  Alliance  airlines  rather  than  five 
to  choose  from  when  it  comes  time  to  redeem  your 
frequent  flyer  miles.  After  all,  the  only  thing  more  com- 
forting than  status  on  one  airline  is  status  on  them  all. 


International  1  iist  and  Business  Cilass  customers  as  well  as  top-tier  frequent  flyers  only,  please. 


I  R    CANADA 


/rr/S^S" 


Lufthansa 


STAR  ALLIANCE   ^^ 

The  airline  network  for  Earth. 


www.star-allian<.c«.oni 
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Silver  jubilee 

Necklace  No.  2  designed 
around  1915  by  Georg 
Jensen.  Leaf  pattern  charac- 
teristic of  Jensen's  designs. 
Price  estimate:  $3,000- 
$4,000 

Water  pitcher  designed 
by  Johan  Rohde. 
Jensen  considered  this 
1920  piece  so  far  ahead 
of  its  time  that  he  held  up 
its  production  for  five  years. 
Price  estimate:  $7,000- 
$10,000 

Dish  No.  181 
Signature  Jensen  bowl. 
Its  markings  indicate  it  was 
designed  before  1930. 
Price  estimate:  $3,000 


outgrowth  of  Jensen's  sturdy  Scandina\ian 
aesthetic  and  of  the  Arts  and  Crafb  move- 
ment itself.  That's  true  for  the  later,  sleek- 
er works  that  Johan  Rohde  did  for  Jensen 
in  the  Twenties  and  Thirties,  or  that  Hen- 
ning  Koppel  did  in  the  Fifties  and  Sixties. 

Rohde's  1919  centerpiece  bowl, 
with  scroll  and  bead  stem  decoration, 
recentiy  sold  at  auction  for  $9,775, 
while  Koppel's  1956  silver  bowl  sold  at 
auction  for  $49,500. 

Part  of  collecting  Jensens  means 
knowing  how  to  date  items.  The  Jensen 
workshop  mark  usually  tells  the  story. 
From  1904  to  1908  it  was  an  inter- 
twined J  and  G.  In  the  Twenties  Georg 
Jensen  was  spelled  out  in  block  letters.  In 
the  Thirties  it  was  JG  in  a  rectangle.  And 
ever  since  1945  the  Jensen  mark  has 
been  dots  arranged  in  an  oval  around  the 
name  Georg  Jensen. 

In  April  collector  Goozner  was  wan- 
dering through  a  flea  market  in  New 
Mexico  when  he  found  a  ring  with  early 
Jensen  markings  stamped  on  it.  It  was  a 
Jensen  Irom  around  1910 — worth  at 
least  $300.  He  pocketed  it  for  $60. 

Janet  Drucker,  of  Drucker  Antiques, 
who  specializes  in  Jensen  silver  and  is  the 
author  of  Georg  Jensen:  A  Tradition  of 
Splendid  S^'/v^r  (Schiffer  Publishing, 
$79.95),  says  of  the  master:  "He  treated 
an  ordinary  object  like  a  work  of  art." 
Which  is  why  so  many  people  admire  his 
work  in  a  world  that  seems  to  have  lost 
the  knack  for  making  ordinary  thinL!;s 
beautifiil.  '  ■■ 
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If  you're  one  of  the  majority  of  Americans  who  still  haven't 
trolled  the  Internet,  wait  no  longer.  It's  never  been  more  user- 
friendly,  and  it  will  open  a  whole  new  world  to  you. 

I  Come  on  in,  the  water's  fine 


By  Don  Steinberg 


Nobody  won  any  prizes  for  surfing  the  Internet  first.  Mostly,  the  trail- 
blazers  got  a  lot  of  aggravation,  or,  worse,  goatees  (see  Forbes'  cover, 
Sept.  8).  So  if,  out  of  prudence  or  fear,  you've  withheld  your  presence 
from  cyberspace,  you  probably  aren't  yet  the  poorer.  Like  the  cau- 
tious general  who  watches  his  troops  sweep  the  land  mines  before  he  attacks, 
you've  let  the  hip  guys  be  your  minesweepers.  But  wait  no  longer.  A  conflu- 
ence of  trends  has  conspired  to  make  powerfial,  Internet-friendly  computers 
cheaper  than  ever. 

High-speed  ways  to  connect  to  the  Net  are  multiplying.  Internet  softAvare 
is  getting  downright  reliable.  And,  most  important — if  information  or  prod- 
ucts are  out  there  you  can  find  them  without  leaving  the  comfort  and  warmdi 
of  your  home. 

Signing  up  for  the  Internet  used  to  be  as  nerve -wracking  and  convoluted  as 
planning  a  wedding.  Now,  on  many  late-model  computers,  it  simply  means 
clicking  an  icon  labeled  "Internet"  and  pulling  out  your  credit  card. 

There  are  no  special  features  a  computer  needs  to  be  Internet-ready,  but 
some  particularly  cool  applications,  like  receiving  live  sound  or  graphic  ani- 
mations through  the  Net,  require  a  Pentium-level  chip. 

You'll  also  want  at  bare  minimum  8 
!  megabytes  of  RAM,  realistically  at  least  16, 
i  and  no  less  than  a  500-megabyte  hard 
'  disk.  Fortunately,  today  you  can  get  all  of 
the  above  in  a  package  for  around  $1,000. 
Modems,  the  link  from  your  computer 
to  the  world,  are  also  faster  than  ever,  and 
are  in  a  scorching  price  war.  A  56K  modem 
is  fast  enough  to  paint  a  Web  page  on  your 
screen  in  10  to  20  seconds  (which  is  con- 
sidered reasonable).  It  retails  for  about 
$150 — and  is  built  into  most  new  pes. 

Once  you  have  the  hardware,  you  need 
an  Internet-access  account — a  way  to  get 
your  dream  machine  onto  the  Net.  An 
Internet  Service  Provider  (iSP)  has  its  com- 
puters wired  permanendy  to  the  Internet. 
For  a  fee,  $19.95  per  month  is  t>'pical,  you 
connect  your  computer  to  the  iSP's,  and  via 
the  magic  of  electrical  touching,  become  part  of  the  great  chain. 

The  ISP  with  the  largest  subscriber  base  is  America  Online,  and  the  author- 
ities ha^'en't  yet  stopped  Microsoft:  from  implanting  within  the  Windows  95 
operating  system  a  click-here  way  for  you  to  make  Microsoft:  your  iSP. 

Next,  of  course,  you  need  a  browser.  The  World  Wide  Web  is  just  one  type 
of  soft:ware  that  works  on  the  Internet.  E-mail  is  another.  The  Web  is  a  system 
for  visually  formatting  these  documents  so  they  can  look  pretty — and  every- 
body more  or  less  sees  them  the  same  way  using  Web  browser  soft^vare. 

Internet  Explorer  is  supplied  for  free  on  most  new  computers.  (The  feds, 
however,  are  on  the  antitrust  case.)  The  more  widely  used  Netscape  makes  90- 
day  trial  versions  of  its  fine  Navigator  browser  available  free  and  will  let  you 
keep  the  software  for  $39.  Another  must-have  piece  of  Internet  software  is 
RealNetworks'  RealPlayer  (get  it  at  wa\^v.real.com).  It's  the  standard  software 
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Platinum-tipped  spark  plugs. 

One  hundred  thousand  mile  tune-up  intervals* 

Two-sided  galvanized  steel  body  panels. 

Better  make  sure  you  like  it.  We're  using  materials 

that  last.  Systems  that  don't  need  maintenance. 

Parts  that  fit  together  precisely. 

So  make  sure  you  like  the  color. 

The  shape  of  the  fender.  The  feel  of  the  seat. 

Think  long-term.  You  can  count  on  every  GM  car 

and  truck,  wherever  life  takes  you. 

*This  period  may  vary  with  use  and  driving  conditions. 


of  the 

GM  vehicles 

built  in  the 

i 

last  ten  years 

are  on 

the  road 

today. 

M 

General  Motors. 

-  R.L.  Polk 

CHEVROLET     PONTIAC    OLDSMOBILF 

"Vehicles  in 

BUICK    CADILLAC     CMC 

Operation  " 

People 

study 

^  Is  MOTJOSf   J 

www.gm.com 

Life 


V 


I         for  receixing  sound  \'ia  the  Net.  It's  free,  installs  easily  and  works  on  any  com- 
puter with  a  sound  card. 
Then  it's  time  to  surf.  .-Mi,  ves,  vou  sav,  but  how  in  hell  do  I  find  this  stuff  in 
i         die  jumble  of  sites  diat  all  sound  like  somediing  sometliing  somediing  dot  com.' 
•  Simple:  search  engines,  such  as  AltaVista  (www.altavista.di'gital.com),  Yahoo! 

I  (Yahoo.com)  and  Hotbot  (u-w-xx.hotbot.com),  where  you  can  t)pe  any  word 

or  phrase  and  recei\e  a  list  of  corresponding  Web  sites.  The  Lycos  search  site 
(lycos.com)  lets  you  search  for  pictures — or  sounds. 

So  if  you've  been  waiting,  charge  in.  Within  months  of  getting  wired, 
you'll  be  a  grizzled  veteran,  swaggering  around  and  telling  neophytes  how 
things  work.  HI 

Sites  for  sore  eyes 

>- CarPoint  (wyniv.carpoint.com) 

Quick — who's  the  dead-last  guy  you'd  ask  for  the  skinny  on  hot  cars? 
I  Right — Bill  Gates,  the  ultimate  non-car  guy.  Nevertheless,  Microsoft  delivers  the 

goods  with  CarPoint.  You'll  find  potent  ammo  for  your  next  mortal  combat  with  the 
e\'il  car  dealer,  including  dealer  in\oice  prices  on  new  models,  a  used-car  \dluc  calcula- 
tor fi-om  Kelley  Blue  Book,  bming  tips,  pictures,  \ideo.  Let  the  haggliiig  begin. 

■>^  Onsale  (www.onsale.com) 

This  unique,  ongoing  auction  of  merchandise  (mosd\'  consumer  electronics)  brings 
a  new  purpose  to  the  act  of  communing  with  people  from  around  the  world  on- 
line— outspending  them. 

*^  StockPoint  (www.stockpoint.com) 

Investment  pros  tor  decades  have  employed  complex  charts  and  sophisticated 
analyses  to  pretend  they've  got  a  clue  how  markets  work.  Now,  Stockpoint  makes 
advanced  charting  and  other  tools  available  for  free.  You,  too,  can  sound  like  vou 
know  what  you're  talking  about. 

►  RealNetworks  (www.real.com) 

Want  to  hear  a  Swiss  radio  station,  or  watch  the  mo\ie  trailer  for  the  latest  Richard 
Gere  pic'  This  site's  your  first  stop  if  you  w^ant  to  time  in  the  growing  clatter  of 
audio  and  video  available  on  the  Web.  It's  also  the  source  for  the  free  RealPla\er 
softAvare  needed  to  receive  those  transmissions,  not  to  mention  recommendations 
of  dozens  of  singing  and  dancing  Web  sites.  Ole! 

>-  Virtual  Vineyards  (www.virtuaivin.com) 

On  die  Web,  no  one  knows  if  \-ou  don't  know  a  grenache  from  a  petite  sirah — and  vou 
never  need  to  pronounce  Gewurztraminer.  A  sommelier  offers  wine  (and  tbod)  ad\ice 
and,  if  you  have  a  credit  card,  will  inconspicuously  ship  a  case  or  two  to  your  home. 

►  ESPN  SportsZone  (www.espn.com) 

Manna  for  the  sports  maniac,  with  news  and  game  scores  updated  constandy,  live 
audio  broadcasts,  \ideo  highlights,  own-a-teain  fantasy  leagues,  and  a  bigger  bank 
of  statistics  than  the  Federal  Resers^e. 

>-  Ultimate  Band  List  (www.ubl.com) 

All  index  to  die  rock  and  pop  music  information  on  the  Internet,  itemized  bv 
band.  Did  someone  sa\'  Abba  to  Zappa.> 

>-  InteliHeaKh  (vnwwJntelihealth.com) 

Are  diose  new  things  you've  got  symptoms — or  just  signs  of  maturit}^?  Ask  real 
doctors  for  real  opinions,  and  consume  other  health  ad\ice  and  news  at  this  site  for 
■P       the  medically  curious. 

>-  Acrophobia  (www.bezerk.com/acro) 

An  addictive  game  played  against  live  human  opponents  to  see  who  can  concoct 
the  cleverest  words  for  made-up  acronyms.  SWF,  anyone.'  WWW? 

►  Wal-Mart  Online  (www.wal-mart.com) 

Great  deals,  free  shipping  on  many  items,  and  a  built-in  bonus:  no  one  will  sec  you 
shopping  at  Wal-Mart. 


■  If  you're  in  the  market  for 

S  contemporary  art  this  year, 

»  skip  New  York  and  head 

3  directly  to  Los  Angeles. 

Culture 
comes  to 
Hollywood 

1  By  Robert  Goff 

For  all  its  flash,  smog  and  Hol- 
JN-w  ood  cash,  Lxis  Angeles  has 
quietly  emerged  as  one  of  the 
world's  hottest  centers  for 
new  art.  'Tt  was  blasphemous  to  say 
Los  Angeles  was  better  than  New- 
York  a  few  years  ago.  Now  I  think 
people  are  beginning  to  catch  on," 
says  Heidi  Steiger.  "Los  Angeles  is 
much  more  exciting,  young  and 
raw."  A  principal  at  money-manage- 
ment firm  Neuberger  &  Berman, 
Steiger  knows  the  art  world.  She 
serves  on  the  photography  commit- 
tee of  New  York's  Museum  of 
Modern  Art  (mOxXL^). 

Art-world  luminaries  like  Ed 
Ruscha,  Richard  Diebenkorn  and 
Lari  Pittman  spent  much  of  their 
careers  in  Los  Angeles  but  had  to 
look  elsewhere  to  sell  their  work  and 
make  dieir  mark.  That's  changed. 
Today  Los  Angeles  artists  can  let  the 
world  come  to  them. 

In  the  last  two  years  both  Sothe- 
by's and  Christie's  have  opened  posh 
offices  in  Beverly  Hills.  So  have  New 
York  galleries  like  PaceVWdenstein 
and  Gagosian.  A  crop  of  young  talent 
is  coming  out  of  top-notch  schools 
like  the  California  Institute  of  the 
^\rts  and  UCLA.  "If  you're  a  cutting- 
edge  collector,  if  you  want  to  see 
what's  trul)'  going  on  globally,  you 
come  to  Los  Angeles,"  says  Barry 
Sloane,  a  Los  Angeles- based  collector 
who  has  asiTitely  mined  the  cit\'s  rich 
vein  of  local  talent  for  20  years. 

Sloane  cajght  Mike  Kelley  15 
years  ago,  w  hen  he  could  snag  a 
gritt)'  Kelle^'  drawing  for  S300.  It  is 
now' wortii  $10,000. 

Galleries,  in  topical  Los  Angeles 
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"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Dec.  1,  1927) 
"The  most  important  improvement 
has  been  in  agricultural  conditions  and 
prospects.  The  transformation  in  the 
corn  crop,  from  an  extraordinarily 
poor  to  a  very  good  one,  with  prices  at 
a  satisfactory  level,  is  of  far-reaching 
moment,  for  it  still  remains  true  that 
corn  is  America's  most  valuable  crop. 
The  results  from  other  grains  are,  on 
the  whole,  reasonably  good." 

"The  depression  and  exodus  of  New 

England  textile  mills  continues,  and 
several  plants  have  recentiy  announced 
their  intentions  to  close  operations  in 
that  district  and  move  south.  Another 
factory  in  Lowell  has  cut  wages  of 
employees  about  10%." 


60 


years  ago 


(From  the  issue  of  Dec.  1, 1937) 
"When  visiting  Peoria,  111.  the  other 
day,  I  was  dumbfounded  by  the 
growth  of  Caterpillar  Tractor.  Its 
roster  of  employees  (13,255)  is  twice 
what  it  was  in  the  boom  year  of  1929, 
and  is  sixfold  the  total  of  mid-1932." 

"The  first  completely  air-conditioned 
Congress  assembles  under  benign 
influence  of  cool  air,  under  sinister 
influence  of  precipitate  business  drop, 
under  strong  influence  of  nationwide 
appeal  to  'Help  business!'" 

50  years  ago 

(From  the  issue  of  Dec.  1, 1947) 


1 

» 

Itonry  Ford  II:  filling  historic  shoos. 
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"The  old  Ford  Motor  Co.  was  a 

one-man  affair,  subject  to  the  genius 
as  well  as  the  whimsy  of  the  late 
Henry  Ford,  who  more  than  any 
other  man  set  the  auto  industry  on 
the  path  of  greatness.  The  new  Ford 
Motor  Co.  is  a  combination  of  finely 
balanced,  high-powered  fireballs 
headed  by  a  young  man  of  vision, 
unfettered  by  prejudice." 

"Billions  of  dollars  being  spent  for 
plant  expansion  and  rehabilitation  by 
leading  industries — including  raw 
material  producers,  manufacturers, 
utilities,  transportation,  and  mining — 
indicate  continued  and  rising  confi- 
dence in  the  trend  of  business." 

25  years  ago 

(From  the  issue  of  Dec.  1,  1972) 


10  years  ago 

(From  the  issue  of  Nov.  30, 1987) 


IHEGaUDHSH 
Df NEVADA 


ARECOUXGES 
nCKDIC  DUB  POCKETS? 


MORE 
BUMPS 
AHEAD, 
BUT  NO 
DEPRESSION 


For  some  iteins,  a  British  duchess  and 
her  maid  both  go  to  Marks  A  Spencer. 


"Britain  may  still  be  largely  class- 
ridden,  but  in  one  respect  it  has 
become  highly  democratic.  Strip  an 
English  duchess  and  her  maid  down 
to  their  underwear,  and  the  chances 
are  they'll  be  wearing  the  same  bras 
and  panties,  courtesy  of  Michael 
Marks,  a  Russian  immigrant  peddler 
who  founded  the  Marks  &  Spencer 
chain  in  1884.  At  'Marks  &  Sparks' 
(the  company  had  to  register  its  nick- 
name lest  someone  else  swipe  it)  bar- 
maids and  debutantes  jostle  each 
other  in  the  crowded  aisles." 

"With  the  Soviets  shaping  up  as 
a  major — if  unorthodox — trading 
partner  for  the  U.S.,  can  China  be 
far  behind?  The  answer  seems  to 
be:  behind,  yes,  but  probably  not 
far  behind." 


In  Its  first  issue  after  the  1987  market 
crash,  Forbes'  cover  didn't  weasel. 


"People  wait  anxiously   for  the 

other  shoe  to  drop:  The  stock  market 
crash — 508  points  in  one  day,  983 
points  over  two  months.  Now,  what 
happens  to  the  economy?  Will  it,  too, 
crash  or  at  least  take  a  nast\'  spill?  If 
the  history  of  the  past  six  decades  is 
a  guide,  the  answer  is  probably  not. 
Forbes  has  dusted  off  the  history 
books  and  picked  the  nine  great 
market  breaks  beginning  with  1929. 
Our  conclusion:  no  depression,  prob- 
ably no  recession.  At  least  not  now." 

"Count    Tom    Dittmer    as    one 

member  of  The  Forbes  Four  Hun- 
dred who  didn't  feel  a  thing  as  the 
stock  market  tumbled  last  month. 
That's  because  the  fortunes  of  his 
risk-management  machine,  Refco 
Group,  the  nation's  largest  fururcs 
and  options  brokerage,  also  swelled." 

"If  you're  tired  of  the  same  old 
prime-time  stuff  about  handsome 
lawyers  or  private  eyes  in  $80,000 
sports  cars,  try  tuning  in  that  urchin 
of  the  airwaves.  Fox  Broadcasting. 
Rupert  Murdoch's  fledgling  network 
is  serving  up  a  brand  of  enterriin 
ment  not  to  everybody's  tast--.  But 
Fox  is  garnering  an  audience  many 
advertisers  want  to  reach."  Hi 
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TTjis  year^  birthrate 
will  be  the  lowest  in  U.S. 
history,  including  the 
Depression.  It  would  seem 
that  the  state  of  the 
economy  is  nothin^i  like 
the  factor  in  determinin^f 
family  size  that  it  was 
during  the  Thirties.  Hav- 
ing fewer  kids,  often  later 
in  married  life,  is  all 
part  of  the  new  lifestyle 
we  keep  hearing,  reading 
and  seeing  so  much  about. 
The  significance  of  this 
lengthening  birthrate 
slowdown  can  neither  be 
overlooked  nor  under- 
estimated. The  wedded 
young  who  have  no  child 
for  several  years  will 
obviously  have  more  time 
and  cash  to  do  their  own  thing. 

-Malcolm  Forbes  (1972) 


A  Text .  .  . 

The  liberal  soul  shall 
be  made  fat;  and  he 
that  watereth  shall 
be  watered  also 
himself. 
-Proverbs  11:25 


Sent  in  by  Kevin  Mellema, 
Falls  Church,  Va.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


You  can  do  what  you  want  in 
Shakespeare  because  people 
don't  understand  half  of  it 
anyway.  But  you  can't  in  an 
Irish  play  because  it 
really  means  what  it  says. 

-SlOBHAN  McKeNNA 

If  you're  only  making  ends 
meet,  you're  running  in 
circles. 
-Art  Buck 

The  best  way  I  know  of  to 
win  an  argument  is  to  start 
by  being  in  the  right. 

-Lord  Hailsham 

The  tombstone  is  about 
the  only  thing  that  can 
stand  upright  and  lie  on 
its  face  at  the  same  time. 
-Mary  Wilson  Little 


Life  is  not  a  static  thing. 
The  only  people  who  do  not 
change  their  minds  are 
incompetents  in  asylums, 
who  can't,  and  those  in 
cemeteries. 
-Everett  M.  Dirksen 

There  is  a  time  for  depart- 
ure even  when  there's  no 
certain  place  to  go. 
-Tennessee  Willl\ms 


More  than  14,000  "Thoughts,"  arranged  alphabetical- 
ly by  subject,  are  available  in  a  900  page  one-volume 
deluxe  edition,  Fortes  Bool<  of  Quotations:  Thoughts 
on  the  Business  of  Life,  The  price  is  $40.00,  plus 
$3.50  shipping  and  $1.00  per  item  for  handling  (add 
applicable  sales  tax). 

Also  available;  the  Thoughts  Screen  Saverhr  PC 
(Windows  3W  diskette),  fc-  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


Without  the  ability  to  be  " 
gay  and  to  treat  serious 
things  lighdy  after  the 
serious  thinking  is  done 
and  the  decisions  reached, 
I  doubt  whether  any  man 
could  long  carry  the  job 
of  being  the  President. 
-Eleanor  Roosevelt 

A  majority  is  always  the 
best  repartee. 
-Benjamin  Disraeli 

Europeans  used  to  say  that 
Americans  were  puritanical. 
Then  they  discovered  that 
we  were  not  puritanical.  So 
now  they  say  we  are 
obsessed  with  sex. 
-Mary  McCarthy 

Paying  alimony  is  like 
feeding  hay  to  a  dead  horse. 
-Groucho  Marx 

A  happy  woman  is  one  who 
has  no  cares  at  all;  a  cheer- 
ftil  woman  has  cares  but 
doesn't  let  them  get  her  down. 
-Beverly  Sills 

We  fly  to  beaut}^  as  an 
asylum  from  the  terrors 
of  our  finite  natures. 
-Ralph  Waldo  Emerson 

The  surest  way 

To  be  profound: 
Just  keep  both  feet 

On  solid  ground. 
-Cecil  Baxter 

I  have  yet  to  hear  a  man  ask 
for  advice  on  how  to  com- 
bine mariiage  and  a  career. 
-Gloria  Steinem 

Wasting  tme  can  be  a 
fiiU-time  job. 
-Robert  Half 
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BURLINGAME 

DEC  -  1  1997 
UBRARY  ^ 


Gore  Vidal,  Andy  Grove,  Graham  Nash,  Benjamin  Netanyahi 
Dilbert,  Ted  Koppel,  John  Sculley,  Studs  Terkel...the  World 
Richest  Man,  the  Most  Powerful  Woman,  a  plastic  surgeon^ 
an  undertaker,  a  rancher,  and  a  cyberspace  sex  goddess 


PAY  ONLY  FOR  WHAT  YOU  USE  AND 
BLOW  YOUR  BUDGET  ON  BONUSES 
^  NOW  INTRODUCING  eSUITE  >-  THE 


NEXT  BIG 


IN  COMPUTING 


TMORE  POWER  AND  CAPABILITIES  ACROSS  ALL  PLATFORMS.  Lotus  eSuite^ is 
here:  an  integrated  set  of  Java^-based  applications  combined  with  an  easy-to-use 
graphical  user  interface.  eSuite  is  designed  to  bring  the  right  tools  to  the  right  people 
within  your  organization. 

A  BREAKTHROUGH  IDEA  THAT  GIVES  YOU  COMPLETE  CONTROL.  eSuite 

Workplace"  serves  as  a  single  point  of  access  to  all  the  capabilities  a  user  could  want, 
including  business  productivity  applets,  your  company  intranet,  e-mail  and  the  Internet. 
This  simplified  desktop  actually  empowers  people  to  work  and  communicate  more  effi- 
ciently. That  equates  to  greater  productivity  and  a  sizable  reduction  in  overall  software, 
maintenance,  training  and  support  costs.  Which  all  adds  up  to  a  computing  budget  you 
can  swallow,  or  even  spread  around  a  bit. 

eSuite  Workplace  is  task-focused,  snappy  and  easy  to  use  from  the  start.  So  you  can  dive 
right  into  your  work  and  be  productive  right  away.  Think  of  the  dollars  saved,  the  hours 
gained,  the  nuisance  avoided.  Lotus  eSuite  looks  like  a  lot  more  than  the  next  big  gig 
in  computing.  It's  the  advent  of  an  entirely  new  business  sensibility. 

Next  steps  on  your  agenda:  learn  more  about  eSuite  technology.  Give  us  a  call  at 
1  800  872-3387,  ext.  D584.  Or  visit  us  at  our  website  www.esuite.lotus.com  for 
more  information. 


^ 


eSuite  Workplace 

transforms  the  desktop 


DESIGNED  FOR 
JAVA 

COMPACT, 
EASY-TO-USE  APPLETS 

INTUITIVE 
USER  INTERFACE 

EASY 
WEB  ACCESS 


e-business 


Lotus 


Working  Together" 


In  Canada,  call  1 800  GO  lOWS.  ©1997  Lote  Development  Cofporation,  55  Cambridge  Partway,  Cambridje,  MA  02142.  All  tiglits  reserved,  lotus  and  Wortonj  logetlier  are  registered  trademartis  and  eSurle.  eSuile  WortrPlace  and  Wort  tlic  KWi  are  trademarts  ol  Utus  Devetopmenl  Carp, 
lava  IS  i  trademart  of  Sun  Microsystems.  Inc.  Die  e-business  logo  is  a  Irademart  of  International  Business  Macliines  Corpoiabon. 
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LOTUS  ANNOUNCES  AN 


THE  COST  OF  COMPUTING 
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E  D  I  T  0  R'S 


INTRODUCTION 
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HE  DEFINING  EVENT  OF  OUR  AGE  is  the 

collapse  of  "command  and  control"  as 
an  organizing  principle.  We  take  that 
for  granted  today.  You  need  only  travel 
back  a  few  decades  to  see 
hw  entrenched  it  once  was.       ^ 

Command  and  control 
un  World  War  11  for       ^ 
e  Allies.  It  delivered 
le    Manhattan      ^ 
r o j  ec  t    and 
e  bomb — the 
Aar's  knockout     j 


It    landed 

]eil  Armstrong  ] 

a  the  moon  in 

^69.  That  was 

tst    12  years 

•ter  the  Soviet 

nion's  own  form 

f  command    and 

|ntrol  put  Sputnik  I 

|to  orbit.  For  a  while,  it 
^med  their  command  and  control  was 
3erior  to  ours.  The  Soviets,  you  see,  could 
^ak  a  few  eggs  to  get  the  job  done.  We,  a 
mocracy,  could  not.    i^hIh 
It  is  important  to  remember  that  com- 


mand and  control  was  not  just  a  military 
principle.  Its  Zeitgeist  was  shot  through 
American  life.  In  1957  the  three  television 
networks  commanded  a  92%  market  share. 
That  figure,  92%,  was  also  the 
.  top  income  tax  rate. 
^-  AT&T    possessed    a 

monopoly  that  made  it 
illegal,  in  1957,  for  a 
tiny  competitor  called 
Hush-A-Phone  to 
sell  you  so  much  as 
a  plastic-cup 
f  muffler  for  your 
mouthpiece. 
Even  the  com- 
i  puter  industry — 
hard  to  believe 
it  now! — embraced 
command  and  con- 
trol as  a  way  of  life. 
In  the  early  1950s,  an 
IBM  researcher  named 
Herbert  Grosch  said  you  could 
predict  the  power  of  a  computer  by  the 
square  of  its  size.  Computers  would  get 
wildly  faster  as  they  got  bigger.  This  became 
known  as  Grosch's  Law. 

But  now  a  delicious  irony  of  history.     ► 


• 


g^i 
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If  1957,  say,  was  the  peak  year  for  command  and  control, 
its  demise  dates  there,  too.  That  summer  eight  young 
physicists,  working  under  Nobel  Prize  winner  and  transistor 
co-inventor  William  B.  Shockley  at  Shockley  Labs  in  Palo  Alto, 
California,  decided  to  stage  a  defection.  The  walkout  woald 
ultimately  lead  to  the  birth  of  Fairchild  Semiconductor  and, 
there,  the  integrated  circuit. 

The  breaking  point  was  the  lie  detector  test — Shockley  had 
discovered  the  lab  was  missing  a  small  amount  of  gold  wiring. 
A  lie  detector  test!  That's  some  way  to  treat  intellectual  capital, 
we  might  say  today.  But  back  in  1957,  no  one  called  it 
intellectual  capital.  Rigid  hierarchies  and  straight-backed 
discipline  were  just  assumed. 

Enter  a  Chicago  journalist  with  the  picturesque  name  of 
Studs  Terkel.  A  professed  New  Deal-style  socialist,  Terkel  itched 
to  throw  a  roundhouse  left  at  American  business.  He  did . .  .yet 
he  got  it  right.  He  captured,  in  the  1960s,  how  this  command 
and  control  shaped  a  worker's  life.  In  his  American  classic. 
Working,  Terkel  chose  as  his  population  the  melting  pot  of 
Chicago... from  box  boys  to  tycoons.  Terkel  got  them  to  talk 
about  their  work.  And,  boy,  did  they  ever  talk. 

In  our  Second  Annual  Big  Issue,  we  set  out  to  follow  Studs 
Terkel's  trail.  We  asked  70  people  to  talk — in  frankest  terms  — 
about  their  work.  We  assembled  17  journalists  and  sent  them 
off"  to  gather  stories  from  a  cross  section  of  modern  life  in  the 
era  of  the  microchip  and  the  Internet.  The  titles  of  the  sub- 
jects themselves  reflect  the  extraordinary  changes  that  have 
taken  place  in  just  30  years:  chief  information  officer, 
Webmaster,  videogame  champion.  These  jobs  did  not  exist 
in  the  world  of  Working.  The  geographic  scope  has  widened, 
too:  In  the  Net  era,  the  Israeli  prime  minister  and  a  Chinese 
venture  capitalist  are  as  linked  to  work  in  America  as  the 
software  geek  who  lives  next  door. 

Reading  Terkel's  Working  now  is  like  scanning  an  ancient 
text.  If  there  is  one  common  emotion  that  emerges  from  the 
Babel  of  voices  in  Terkel's  book,  it  is  boredom.  Boredom  is  the 


leitmotiv  of  the  Industrial  Age.  Almost  everyone,  from  th 
spot-welder  to  the  CEO,  is  deeply  bored  in  Terkel's  work 
His  people  dream  of  a  job  that  is  meaningful,  challenging,  an- 
so  fulfilling  that  they  would  never  want  to  leave  it. 

They  got  their  wish.  Today,  in  the  information  age,  the  worl 
of  work  is  now  so  intellectually  challenging,  meaningful,  ami 
compelling  that  we  are  never  bored.  But  neither  is  there  mud; 
time'left  for  dreams.  Workers  are  now  their  own  bosses — arn 
what  tyrants  those  bosses  can  be!  Today's  work  doesn't  enc 
when  the  whistle  blows.  It  follows  us  into  the  evenings,  tht 
weekends,  and  to  every  corner  of  the  world.  We  can  read  oui 
email  at  3  a.m.  in  the  Serengeti  if  we  so  choose.  And  we  do.  ' 

It's  1997  and  command  and  control  is  dead.  The  chip 
and  the  Net  have  killed  it.  Herbert  Grosch  is  old  and  embit- 
tered. His  former  company,  IBM,  is  worth  half  of  Intel.  The 
Soviet  Union  has  passed  away,  and  network  television 
seems  determined  to  follow.  Even  the  CIA  gets  its  news 
from  cable  television  and  the  Internet. 
Money  and  ideas  now  travel  the  planet  at  the  speed  o! 
light ...  going  where  they  are  welcome ...  staying  where  they  are 
well  treated,  just  as  Walter  Wriston  predicted.  Singapore, 
Malaysia,  Thailand — the  soft  authoritarian  economic  miracles 
of  yesterday — have  all  slammed  into  hard  walls.  Japan-style 
corporatism  is  mired  in  1%  annual  growth.  Europe  wobbles. 
AT&T,  which  prosecuted  sad  little  Hush- A- Phone  in  1957  anc 
then  turned  down  a  chance  to  buy  Arpanet,  the  precursor  t( 
the  Internet,  in  1972,  now  looks  forlornly  ahead. 

Everywhere  you  look  today,  command  and  control  is  h 
retreat.  What  is  on  the  march?  The  chip,  the  Net — and  us 

Can  we  handle  it?  Is  our  world  better  than  Terkel's  Working 
Democracy  and  economic  progress  hang  on  that  questioi 
Once  again,  the  workplace  may  be  this  experiment's  ultima! 
laboratory.  Read  the  following  70  personal  stories  and  judg 
for  yourself  how  we  handle  technology  and  the  new  freedom 
at  work.  Then  tell  us  what  you  think.  —>  rich@forbesasap.coi 
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Rapaport,  Michael  S.  Malone,  Marilyn  Wills,  Beth  Brann  Bevans,  Tony  Lane,  Virginia  S.  Christian,  Owen  Edwards,  and  Rich  Karlgaard. 
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Ned  knows  he's  on  a  flight 


to  LA.  this  afternoon. 
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Pop  quiz:  Why  does  Al  know  so  much  more  than 
Ned?  A)  He's  a  genius  B)  He's  a  swami  or  C)  He  uses 
,A^ccess'  -  the  American  Airlines  hiteractive  Travel 
Network  ,  available  on  the  web  or  with  Personal 
A^Access"  travel  planning  software.    '  '^'-.:\'^i^ 

C  -  Al  uses  A.\ccess.  Wliich  means  he  can  get 
all  sorts  of  flight  information.  Book  and  purchase 
tickets,  inclutiing  Net  S/^ver  Fares ':  and  receive  an 
e-mail  confirming  his  booking.  He  can  also  arrange 
upgrades  and  get  up-to-the-minute  information 


Vi^i 


Al  also  knows  he's  on  a  flight  to  L.A.  today. 

Flight  #133,  a  Boeing  767  departing 

New  York  Kennedy  at  4  p.m.  out  of 

Gate  46,  scheduled  to  arrive  into  LAX  at 

7:11  p.m..  Gate  45,  Baggage  Carousel  3. 

For  his  seating  assignment,  he's  upgraded 

himself  from  21 A  to  3 A.  And  is  looking 

forward  to  watching  "Batman  &  Robin""' 

on  video,  which  his  wife  refuses  to  see, 

even  if  it  does  have  George  Clooney. 

Al  knows  he'll  earn  2,475  AAdvantage^ 

travel  awards  program  miles,  leaving  him 

just  530  shy  of  earning  his  next  set  of 

upgrade  stickers,  which  he  should 
pick  up  later  this  month.  Attaboy,  Al. 


AAccess 


AmtrVmi  AMi'V\  hatr^fly*  TVnirt  Setwot 


on  his  AA(.I\  antage  account,  including  activit)-  since 

his  lusi  M.it(. iiKiit.  All  from  his  computer. 

.\ni.i  right  now,  Al  can  earn  up  to  l,tX)0  bonus 
A\d\.image  miles  for  every  round  trip  on  American 
and  American  liaglc  he  books  using  ,\Access  and 
completes  li\  the  c\k]  of  the  year 

And  \cHi  can.  toe  Just  xisit  A*\ccess  via  the  Web" 
on  the  InttiiKt   Or.  for  a  \\  indows  -based  link 
,  lit  nmtttiHMiiiniiiFiiwiiiyi        ^^■,  American .Mrliius. call  for  our  i'cr.son.i!  \\cce,ss 


tra\  el  planning  .sottwan 


AmericanAirlines' 

For  Internet  users,  A4cct\<,v  via  the  Web  is  located  at  www.americanair.coni  To  oaier  PcisoikiI .-LAccess  for  > mir  PC,  call  l-800-A.\CCESS  {lll-Zi'T'). 


Aim  III. Ill  \irliiuv,  Wilv.MU.im    A  Ai  n  ^^    Vimiu.iii  Viiliiu^  limi.mm  Ii.imI  \il«oik  iiul  AiiK  n.  ,111  I  .ii;lc  .lu  u  i;ivkml  ir.nkui.irks.  .mil  ^it  s  \AmtI  .ins.  .VVciv.  \  i.i  iIr- \\cli  .iiul  l\  r-oiulAAivcvN  .la- lr.ulcm.lri,>.»l  VilK'ni  Jn.VrhiK  >  tin 

Amcrk.in  Link-  is ^ncrii..in  s  at!i.)ii.il  .iirliiK-  .ivot  i.ili-.AiiuTii .111  Airlnitv  ivM.r\c>  llu-  ii(!lu  10  i  li.in);c  \Acl\.un.is;c  prijinm  nik's,  HBul.iiiocis.  tr.i\i-l  .iwaals  .iml  >|H-ci.il  ol1i-i>  .11  .iil>  link-  willioiH  iu>tKX-..iinl  10  ciul  ilic .V\vl\-.u«  >jK-  |>ni(i™"  »  ">'  ^.x 

months  nolk  t  -Italm.in  &  Roliiii,  traikniark  .iiul  '1')';"  Warner  Bros  lliilman,  Rohin  .inO  .ill  n  lali-il  ihar.kltrs  anil  uulkia  arc  ir.Kk-ni.irks  of  IK.C  omks  »  1W"\\  iiuU)\\>  is  a  K-.sislcnil  tr.Kk-mark  01  Mu-nvsoli  toq>  ranon 


Car  hits  tree.  Or  tree  hits  car.  Airbags  inflate.  OnStar  Center  is  alerted.  Computer  map 
pinpoints  location.  Adviser  calls  back,  gets  no  answer.  Adviser  calls  nearest  emergency 
service  provider.  Yes,  someone  will  hear  you.  24  hours  a  day,  7  days  a  week.  Even  if  you 
can't  call,  we'll  hear  you.  We'll  hear  you  in  other  ways,  too.  If  you're  lost,  we'll  direct  you 


If  your  car  is  stolen,  we  can  track  it.  If  you're  locked  out,  we  can  unlock.  It's  a  service  called 
OnStar.  It's  available  on  nearly  2  million  new  GM  vehicles.  And  it  gives  you  more  peace  of 
mind.  Because  it's  a  jungle  out  there.  Even  when  it's  only  a  forest. 
Call  1-888-0NSTAR-7  or  visit  our  website  at  www.onstar.com. 


OnStar 


What  shape  is  your  business  in? 


In  response  to  unprecedented 
market  pressures,  many  organiza- 
tions are  reconfiguring  then^seiveg. 


They've  recognized  that  isolated 


improvements  no  longer  ensure  Andersen  Consulting  helps  orga 
survival.  They're  seeking  cohesive  nizations  successfully  transform 
^jutjons  that  dramatically  strength-  by  refining  anij  jg^aligning  all 


en  tfieir  entire  enterprise.  vital  components.  Our  work  with 


^5^i»s^  . 
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w^ 
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hundreds  of  the  world's  leading  So  instead  of  just  pointing  you  in 

companies  has  given  us  a  unique  a  new  direction,  we  can  help  make 

balance  of  skills  in  strategy,  tech-  sure  your  whole  organization  moves 

nology,  process  and  people.  forward  aggressively.  As  one. 


For  more  information,  please  visit  our  web  site  at  http://www.ac.com. 


Design   a  website  about 
lawn  ornaments. 
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The  Sony  VAIO'"  Tower 
(shown  with 
VAIO  120VS  Trinitron* 

Display)  features  a  Zip'"  drive 
and  up  to  300  MHz  InteF  Pentium*  II  processor,  as  well  as  enough 

pre-installed  digital  imaging  and  video  editing  software  to  satisfy 
even  your  most  creative  urges. 
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^'^Phic  Picture  Enchancement  (GPtl 
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For  more  info;  1-888-552-7669  or  www.sony.com/creativity 


never  your  passion,  pursue  it  with  a  Sony  VAIO  Tower  PC.  Care  to  become  an  expert  on  plastic  flanningos?  Just  beann  the 
ts  of  your  collection  fronn  your  Sony  Digital  Camera  to  your  PC,  and  use  your  Trinitron  display  to  organize  them  by 
^«\  I  ^^  shades  of  pink.  Perhaps  conduct  a  little  field  research  with  your  camcorder  for  inclusion'  in  a^whrfligig 
)site  or  multimedia  presentation.  Or  host  the  first-ever  video  conference  on  lawn  gpomes.  Why  not,  yoU'v*  got  th»  preloaded 
iJtivity  software  to  do  ail  that,  and  then  some.  Better  still,  you've  got  the  ultimate  multimedia  PC  r 


!0  it  all  with.  So  pick  your  path  and  go.  There  are  no  wrong  answers.  Once  you  go  with  the  right  system. 
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You'll  Reign. 


Your  idea  for  an  electronic  product  has  the  potential  to  take  the  world  by  storm. 
That  next-generation  cell  phone,  computer,  or  electronic  appliance  is  destined 
for  greatness — as  long  as  you  can  successfully  get  it  to  the  street.  But  mounting 
complexity,  shrinking  market  windows,  and  numerous  reiterations  can  make 
even  the  strongest  ideas  all  wet. 

Cadence  has  you  covered.  With  best-in-class  electronic  design  software, 
unparalleled  expertise,  and  comprehensive  services,  we  can  escort  you  directly 
to  success'  door.  Our  innovative  approach  to  the  business  of  electronic  product 
design  has  made  a  significant  difference  for  a  host  of  corporations  world- 
wide— from  established  players  like  Sony,  Unisys,  and  Sun  Microsystems,  Inc. 
to  emerging  companies  hke  Apphed  Magic  and  Domosys.Are  you  next? 

Step  ahead. Visit  us  at  www.cadence.com  or  call  1.800.746.6223.  And  lead 
while  others  follow. 


design  OF 


YOUR  ELECTRONIC 


PRODUCT. 


Triumph  IN 


YOUR  market. 


cadence 


©1997  Cadence  Design  Systenns.  Inr  ,  555  River  Oaks  Parkway,  San  Jose  CA  95134  The  Cadence  logo  is  a  trademark  of  Cadence  Design  Systems,  Inc.  Corporate  Marketing  10/97. 
Based  on  Gustave  Caillebotte's  Pans  Street:  Rainv  Day  in  the  collection  of  The  Art  Institute  of  Chicago. 
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SCENES  FROM  THE  NEW  ECONOMY-19 


/^  /\  BO  FENG,  venture  capitalist 

^  \J  "The  best  training  I  had 
for  dealing  with  life  in  China  was 
working  in  a  sushi  restaurant. 
Sushi  takes  a  lot  of  patience." 


22 

Bl 


ANDY  GROVE,  Intel  chairman 
"I  get  annoyed  when  people  write 
articles  about  how  the  computer 
hasn't  improved  productivity.  You 
now  have  information  at  your 
fingertips  at  any  time." 


ryi  WILLIAM  J.  WOLFENDEN  JR., 


cosmetic  surgeon  "Silicon 
Valley  is  a  young  people's  busi- 
ness. If  you  look  older,  you  are 
not  going  to  get  that  job." 


1^ 


/^/^MARLEEN  McDANIEL.  Wire 

ibO  Networks  CEO  "I  never  expected  to 
I  l>    ^  ^^  CEO.  1  was  interested  in  mak- 
ing payroll.  I  wasn't  trying  to 
solve  world  problems  or  to  get 
women-owned  businesses  funded." 

OQJIM  ROGERS,  investment  biker 

^  y  "A  lot  of  older  people  in 
places  like  India  don't  know  how 
to  use  a  phone,  but  they  can  use 
a  computer." 

r\^  ADMIRAL  FLUNDER,  car  salesman 
O  I  "Let's  say  two  people  walk  into  our 
dealership.  A  guy  in  a  suit  and  a  guy  in 
jeans  and  a  T-shirt.  We'll  always 
pick  the  casually  dressed  person 
first.  Why?  Because  they're  prob- 
ably from  Microsoft." 

fyry  CATHERINE  RAU,  real  estate  agent 
OAb  "Never  before  have  I  seen  an  envi- 
ronment in  the  Northwest  where 
we've  had  so  many  millionaires 
at  the  same  time  under  the  age 
of  30  looking  for  housing  stock." 


1 


36 


BENJAMIN  NETANYAHU,  Israeli 
prime  minister  "What  we  thought 
would  be  the  wealth  of  the  new 
Jews,  agriculture,  will  be  only  a 
minor  contributor  to  the  wealth 
of  the  future." 


A  r\  SAM  CALDERONE,  temporary 
^\I  worker  "I  was  shocked  when  they 
told  me  I  was  being  outsourced." 

A  /\  JAMES  JAMIESON,  gardener  "Yeah, 
^\J  I've  actually  seen  Bill  a  couple 
times.  He's  really  nice." 

A  f\  TOI,  prostitute  "We  get,  on  average, 
tV/  70  men  a  night  during  the  Comdex 
show,  and  Joe  has  to  bring  in  more  girls." 


LIV  N6  THE  CYBERLIFE-45 


A  a  ^^^  OZZIE,  creator  of  Lotus  Notes 
^O  "When  I  walked  by  a  computer, 
I  just  had  to  see  if  there  was 
something  waiting  for  me.  I  was 
afraid  I'd  fall  behind.  I  was  iso- 
lating myself  with  technology." 


3uier, 


48 


DENNIS  FONG,  computer  game 
champion  "I  was  nicknamed 
Threshold.  Like  threshold  of  fear, 
^1  threshold  of  pain.  I  just  short- 
ened it  to  Thresh.  I  thought  it 
was  pretty  cool." 


J-rv  JERRY  YANG,  Chief  Yahoo  "And  the 
O  W  whole  money  thing,  it's        Xi'^T'^ 
still  weird.  People  don't  believe         ff*'^! 
it  when  I  say  we  didn't  do  it  for    ^^^    » 
the  money."  W?^ 

n  Q  ARNO  PENZIAS,  physicist  "Lazy 
O  O  people  will  be  lazier,  smart  people 
will  be  smarter.  Moving  data  faster  doesn't 
really  enter  into  it.  It's  like  speed- 
^^  ing  up  in  a  car  when  you're  lost; 

■k        the  result  usually  just  enables  you 
BLb       to  get  lost  over  a  wider  area." 

(-    A  DAMEN  SMITH,  technical  support 

O    ■  person  "They  used  to  call  me 
Mr.  Computer  in  school,  even 
though  I  never  touched  a  com- 
puter back  then.  They  just  called 
me  that  because  I  was  smart." 


56 


WILLIAM  J.  BRATTON,  former 
NYC  police  commissioner  "This 

[technology]  is  all  bright  lights. 

You  don't  need  anybody  other 

than  your  peers  to  see  if  you're 

full  of  shit." 


/<  /\  NATAN  SHARANSKY,  former  politi- 
O  \J  cal  prisoner  "C)bernetics,  as  it  was 
then  called,  was  believed  to  be 
a  bourgeois  invention,  another  6"5''& 

kind  of  capitalist  deception  It-* 

designed  to  trick  the  proletariat." 


62 
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JOHN  PERRY  BARLOW,  lyricist 
"The  Internet  is  instantaneous, 
2j  simultaneous,  ubiquitous,  and 
growing  like  crazy.  It  is  the  nerv- 
ous system  of  the  planet.  What 
hath  God  wrought?" 


65 


TIM  BERNERS-LEE,  Web  inventor 
"People  ask  why  I  didn't       f^ 


commercialize  the  Internet.  That 
suggests  people  are  only  a  func- 
tion of  their  net  worth." 


^ 


68 


TODD  PRIDY,  first  baseman  "I  come 
home  after  a  game  and  jump  on 

the  Internet  and  look  up  my  buddy 

in  triple  A  back  in  North  Carolina. 

I  check  to  see  how  other  guys  are 

doing,  too." 


^rvTIM  PATERSON,  creator  of  DOS 
I  \3  "When  Microsoft  offered  to  buy 
DOS  outright,  Microsoft  paid 
$50,000.  It  was  a  good  deal  as  far 
as  I'm  concerned.  DOS  became 
big  only  because  of  Microsoft." 

^/^  PAUL  GRAHAM,  programmer  "One 
/  JL  of  the  things  I've  learned  is  not  to 
reply  to  email  before  you're  fully  awake, 
or  you  might  say  something  stupid." 

-7/^  JOHN  MARKOFF,  technology 
I  Lm  reporter  "Since  things  are  inherently 
unpredictable,  it's  been  particularly  fun  to 
watch  one  visionary  after  another  fall  on 
his  sword." 


OLD  WmE  IN  NEW  CASKS'81 


Q  r^  LARRY  WOOD,  toy  car  designer 

Oj^  "There's  a  tremendous  change 
among  younger  designers  today  in  the 
way  they  use  technology.  But  turnover 
is  very  low  here  so  we  haven't        ^^ 
hired  any  young  people.  In  our      *;3|'^ 
group  only  a  few  occasionally        — 
design  the  cars  on  computers."      S 


December    1,  1997      FORBES  *SAP     'j 'j 


CONTENTS 


G 


< 


Q  (-  AUDIE  L.  HALL,  undertaker 
OO  "I  had  just  seen  President    T|riJ|Pjf 
Zachary  Taylor,  but  I  didn't  Ji  Ififf 

think  it  would  be  such  a  media 
spectacle." 


GENE  ROBERTS,  managing  editor 
"We  did  an  inventory  to  see  what 
each  reporter  had  stored  in  mem- 
ory. We  found  one  reporter  who 
had  stored  an  entire  novel,  and 
not  a  thin  one  at  that." 


Q-|  GRADY  GRISSOM,  cattle  rancher 
y    I  "The  cattle,  the  weather,  the  coun- 
try— those  are  things  that  really 
dictate  my  life.  But  I'm  practical. 
When  technology  fits  my  pur- 
pose, it's  great." 


TED  KOPPEL,  TV  anchor 
"Technology  means  you  write  a 
different  kind  of  narrative,  know- 
ing that  the  audience  will  hear  it 
in  one  or  two  hours  as  opposed 
to  two  or  three  days." 


%BILL  JAMES,  baseball  guru  "I  spend 
eight  hours  a  day  on  the 
computer,  but  I'm  not  very  com- 
puter savvy.  I  only  know  enough 
about  the  Internet  to  get  lost." 


^ 


PETE  du  PONT,  online  editor  "The 
Internet  is  an  extension  of  liberty. 
It's  going  to  blow  holes  in  all  the 
traditional  media.  There's  no 
room  for  Dan  Rather  on  the 
Internet;  you  don't  need  a  filter." 


Hfifl  LUCY  LIPPS,  sex  goddess  "When 

I  \/  V/  I  talk,  everybody  can 
hear  me.  My  father  describes  me 
with  a  live  mike  like  a  crack 
addict  with  a  platinum  card." 


■ 


DIGITAL  MUSE-109 


110 


GORE  VIDAL,  novelist  "Since 
the  rich  are  ill-educated  at  best 
and  the  poor  kept  in  perfect 
ignorance,  I  don't  see  what  all 
this  knowledge  will  do  for 
either  group." 

DANNY  HILLIS,  Walt  Disney 


I  I  O  fellow  "My  job  is  to 
help  the  company  use  technol 
ogy.  I  put  magic  into  Disney's 
theme  parks." 


a 


FRANZ  HARARY,  rock  '«'  roll 
magician  "As  science  advances, 
we'll  be  able  to  keep  a  person 
alive  with  half  a  torso.  What 
happens  to  the  trick  of  cutting 
■  a  person  in  half  on  stage?" 


-|  -1  "7  JOYCE  MAYNARD,  novelist  "Going 

I    I  /  to  my  Web  site  is  now  part  of 
the  rhythm  of  my  day.  It  doesn't  seem  to 
be  translating  into  sales  of  prod- 
ucts, but  one  by  one  I  am  devel- 
oping relationships  wifh  readers 
who  go  out  and  buy  the  books." 


In 


MARVIN  BELL,  poet  "I  remem- 
ber that  Stanley  Elkin  was 
quoted  in  Time  saying  that  fiction 
writers  should  mortgage  their 
houses  to  buy  a  word  processor. 
And  I  thought  that  made  sense." 


"1  0*1  I^OBERT  ZEMECKIS,  movie  director 

1^1  "Everybody  is  bemoan- 
ing the  fact  that  we're  not  going 
to  be  using  film  in  the  future, 
but  I  can't  wait  to  get  rid  of  it." 

'iO  A  ^^^^'^^  NASH,  musician 
I  ^  T  "We  began  by  working  with 

a  four-track  machine.  Today,  I  have 
a  12-inch  box  I  take  around 
with  me  that  has  64  tracks, 
no  tape,  just  straight  to  a 
hard  drive." 


a  lour-ii 

a 
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SCOTT  ADAMS,  cartoonist 
"I  found  myself  slowly 


being  drawn  toward  more  technical 
functions  because  I  could  bluff         a^;. 
my  way  through.  I  quickly 
discovered  I  wasn't  the  only 
one  bluffing." 


128 


BILL  HENDERSON,  publisher 
"There's  no  revolution.  All  they're 

doing  is  speeding  things  up.  I 

don't  need  any  more  information. 

I  want  less.  I  want  to  shut  down 

the  information." 


-|Q/\JOHN  LASSETER,  animator 

I  O  %/  "Sometimes  you  think, 
man,  just  give  me  a  piece  of 
paper  and  pencil  and  I'll  draw 
the  thing." 


VIEW  FROM  THE  BOARDROOM-139 


'iACi  ^^^^^  BARTZ,  Autodesk  CEO 

I  ^  \/  "There's  always  more  informa- 
tion, yet  we're  already  under  the  gun  to 
J,         look  at  more  information  than 
r^:^^  we  can  handle.  We're  being  abused 
ivIHe  by  technology  rather  than 
fe_\^ai  using  it." 

"1/10  ^"■'"  ^^^^^'  ^^orld's  richest  man 
I  T"  Xa  "I  used  to  have  this  memo  that  I 
updated  every  year  called  The  Ten  Great 
Mistakes  of  Microsoft.  I  would 
try  to  make  them  very  stimulat- 
ing so  people  would  talk  about 
lessons  for  the  company's  future." 


ureal 


-^A   A  PATRICK  NAUGHTON,  creator  of 

I  T"  ^  lava  "My  business  plan        ^ 
was  completely  an  enigma  to 
Sun  CEO  Scott  McNealy,  who 
gives  nothing  away." 


i 


147 


CHARLES  WANG,  Computer 
Associates  chairman  "The  more 
I  looked  into  it,  the  more  of  a 
nightmare  I  saw  email  becoming 
I  said,  'That's  it,  we  need  to  limit 
the  use  of  email.' " 


•^  A  Q  KIM  POLESE,  push  advocate 

I  ^  O  "I  taught  programming  in  college. 
I  love  science  and  technology,  and  ' 

it  was  natural  to  imagine  that  at 
some  point  I  would  be  involved 
in  a  technology  startup." 


152 


scon  McNEALY,  Sun 

Microsystems  CEO  "I  can't 
promise  you  this,  but  if  General 
Motors  could  eliminate  Microsoft 
Office  now,  they  could  ship  the 
1999  cars  next  year  at  half  price." 


•^CZA  MICHAEL  MORITZ,  venture 

I  ^^  capitalist  "Jobs  said  he  didn't  see 
any  reason  why  Apple  couldn't 
be  a  $10  billion  company.  I 
thought  he  was  smoking  some 
strange  form  of  weed." 


156 
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WALTER  WRISTON,  banker  "Then 
this  guy  had  a  brilliant  idea.  It 
revolutionized  the  organization  of 
information.  And  you  know  what 
happened  to  him?  He  got  excom- 
municated for  his  trouble." 


MATTERS  OF  LIFE  &  DEATH-167 


-|  /^  Q  HARRY  WU,  Chinese  dissident 
I  O  O  "I  was  arrested  the  last  time  I 
tried  to  get  into  China  because 
of  a  computer.  They're  using 
technology  to  control  people,  to 
monitor  them  and  arrest  them." 


SCOn  RAWLINGS,  minister  "We 
can  get  pornography  through  the 
Internet,  but  we're  always  dealing 
with  this  type  of  question.  There's 
an  ol'  saying,  'A  dog  could  whomp 
a  skunk,  but  it's  seldom  worth  it.'" 


-|  -y />  RICHARD  WILCOX,  mountain 
I  /  ^  rescuer  "The  biggest  danger 
with  technology  is  the  false  sense 
of  security.  You  figure  that  wearing 
an  avalanche  transceiver  that  helps 
rescuers  find  you  under  the  snow  will 
save  you.  But  the  transceiver 
is  not  going  to  save  your  life — 
it's  going  to  allow  us  to  find 
your  body."  ..'.  j/i 
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Helping  organizations  manage 
-.ritical  work  processes  and 
nformation  is  Eastman  Software's 
nission.  In  fact,  it's  all  we  do— and 
A/e've  been  helping  organizations 
ike  yours  succeed  for  years.  We 
understand  that  when  your  line  of 
Qusiness  application  is  your 
business,  you  need  work 
management  software  that 
works  as  hard  as  you  do. 

Our  portfolio  provides 
award-winning  technology 
for  workflow,  imaging, 
document  management,  storage 
management,  and  computer  output 
to  laser  disk  (COLD).  And  our  global 
network  of  authorized  solution 
providers  offers  a  wide  range  of 
complementary  services  designed  to 
help  you  meet  your  business  goals. 

So  when  you're  searching  for 
proven  ways  to  improve 
productivity,  reduce  cycle  times. 


Vou  push  [tie  button,  m  do  ttie  rest 


and  cut  costs,  look  to  Eastman 
Software.  To  find  out  more,  call 
978-967-8000  or  access 
www.eastmansoftware.com/mission 

O Eastman  Kodak  Company,  1997 


Eastman 

Software 


A  Kodak  Business 
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-|^[- NANCI-AMES  CURTIS,  director 

I  /  O  0/  telepsychiatry  "Patients  are 
very  comfortable  across  the  wires.  If  they 
want  to  zoom  you  out,  or  move 
your  head  to  the  opposite  side 
of  the  room,  or  turn  you  off, 
they  can." 


.  11  iney 


-|^-y  STEVEN  HOBBS,  high  tech 
I  /   /  psychologist  "People  would  rather 

^■1  give  up  sex.  They  can  spend  the 
^^H  extra  time  on  the  computer.  The 

^■^P  computer  has  become  the  mistress 

ir  of  our  age." 

^  ^Q  DAVID  HO,  AIDS  researcher 

\  I  y  "The  downside  to  rush-   pMHEP 
ing  information  onto  the  Internet   L  W  m 
is  that  crap  can  get  out  there  too, 
and  people  can  be  misled." 


fl 


183 


J.  CRAIG  VENTER,  gene 
researcher  "There's  probably 
nobody  here  who  can  even  tell 
you  how  many  computers  we  have 
anymore.  The  whole  place  is  a 
giant  distributed  network." 


^  Q  il  ANN  STARK,  director  of  newborn 
10^  medicine  "We  really  try  to  keep  a 
loving  nursery  environment  in  the  midst  of 
all  this  high  tech.  We  explain  to 
the  parents  what  the  machines 
do.  But  we  keep  the  focus  on  '^    - 

the  baby."  ^^A 


188 
E 


LACK  LAN  FORROW,  medical 
ethicist  "My  ability  to  be  an 
effective  doctor  for  you  has  been 
transformed.  It  scares  me  now  to 
think  how  much  we  used  to  just 
wing  it." 


RUNNING  AT  REDLINE-195 


-|Q/^JOHN  SCULLEY,  ousted  CEO 

1^0  "I'm  not  interested  in  the  first 
generation  of  the  Web.  The  Web 
is  still  an  awful  lot  like  CB  radio: 
It's  a  phenomenon,  but  it  doesn't 
do  very  much  that's  useful." 

"i  QQ  LARRY  GEISEL,  Netscape's  chief 
\  y  y  information  officer  "If  I  don't 

check  my  email  every  hour  or  two,  if  I 
don't  check  my  voice  mail  every 
hour,  if  I  don't  keep  a  pager 
handy,  I  become  very  discon- 
nected and  very  uncomfortable." 

/^/\/\  CRAIG  DANULOFF,  Icat  presi- 
ikV/ V/  dent  "It's  an  uphill  battle  trying 
to  change  people's  behavior.  It's  lots 
of  missionary  work.  I'm  a  good  gBtjQ 
convincer.  But  I  can  drift  toward  ap^gj 
the  belligerent  side.  I  really  have  j^,c'/^ 
to  watch  that."  fiwi 


O  n  O  '^'C"^^'-  ^-  McCarthy,  web 

Z.\jZ.  host  "I  don't  dare  fall  behind. 
I  haven't  had  a  vacation  in  four      || 
years,  and  there's  not  a  single 
72-hour  period  when  I  haven't 
been  online." 


204 


JOHN  NORDLINGER,  yoga 
instructor  "I  work  about  10 

fto  12  hours  a  day,  and  about 
10  to  12  of  those  hours  are  on 
*  -  a  computer.  The  result  can  be  a 


'f^ 


lot  of  stress.' 


/^/\-TGUY  KAWASAKI,  Apple's 
JL\J  i  corporate  evangelist  "My  job 
is  to  foster  fervor  and  zeal  for  Apple 
Computer.  Sometimes  I  feel  like 
I'm  the  mayor  of  a  community 
of  moles  that  live  under 
Manhattan." 

^f\Q  TERRY  JONES,  chief  information 

^\JQ  officer  "Where  else  but  the 
Internet  could  you  put  out  software  that 
doesn't  work,  call  it  a  test,  and  people  put 
up  with  it?" 


SUFFER  THE  CHILDREN-211 


^-|  O  SARA  NELSON,   Webmaster 
JL   \  ^  "We  have  15  comput- 
ers in  the  house,  so  I  said  I'll  1  ^ 
just  merge  my  love  of  Beanie         4js3 
Babies  with  doing  a  Web  page." 


215 


LANI  YOSHIMURA,  librarian 
"There  are  problems  wit'n  filters. 
'f-  Stop  words  tend  not  to  work  well 
J^,  in  a  free-speech  context.  If  the 
,;  stop  word  is  'breast,'  you  can't  get 
'■  a  chicken  breast  recipe." 


/^-|  -T  LINDA  LUDWIG,  jlorist  and 
Am   \  t    mother  "When  my  son 
was  around  10  months  old,  my 
mother  gave  him  a  taste  of 
scrambled  eggs.  He  started  gag- 
ging and  trying  to  throw  up." 


I 


O-j  Q  DAVID  HAMILTON,  high  school 
JL   I  Q  freshman  "Without  computers, 
school  was  probably  a  lot  harder.  Now 
all  you  have  to  do  is  hit  a  couple  of 
•T-   g^    buttons  and  there's  what  you 
are  looking  for.  You  don't  even 
have  to  flip  through  all  the  pages 
in  books." 


/^/^/\  GENEVIEVE  LESLIE,  sixth-grade 

^^\3  teacher  "When  I  started  teach- 
ing, the  computer  was  still  this  device  sort 
of  thing.  When  I  first  got  a  computer  in 
my  classroom,  the  kids  oohed 
and  aahed,  but  now  the  first 
thing  they  ask  is:  'We  don't  have 
a  laser  printer?'" 


LAST  WORD 


000  ^"^^^^  TERKEL,  author  "I'm  not 
^*m/Lm2i  Luddite  completely;  I  believe  in 
refrigerators  to  cool  my  martinis, 
and  washing  machines  because  I 
hate  to  see  women  smacking 
their  laundry  against  a  rock." 
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With  new  PrimeDistance''  long- 
distance service,  TCG  is  now  the 
one  company  to  turn  to  for  your 
business  telecommunications  needs. 

Since  1985,  companies  of  all  shapes  and 
sizes  have  come  to  know  TCG  as  the  local 
phone  company  that  provides  responsive  customer 
service  from  coast  to  coast.  How  responsive?  Well, 
we  heard  your  demand  for  a  single-service 
provider  who  could  handle  almost  any  telecom- 
munications need,  so  we  added  yet  another  thing 
you   were   looking  for:   long-distance  service. 


So,  with  the  addition  of  our  new  innovative 
PrimeDistance  service,  you  can  receive  long 
distance,  local  and  regional  calling,  data  and 
Internet  services  all  from  one  company — and  all 
at  competitive  rates.  In  fact,  TCG  enables  you  to 
combine  local,  regional  toll,  domestic  long 
distance,  international  long  distance  and  800 
service,  thereby  qualif\nng  your  company  for  even 
more  significant  savings.  If  you'd  like  to  learn 
more  about  TCG  or  our  new  PrimeDistance 
service,  give  us  a  call  at  1-800-889-4TCG  or  check 
out  our  web-site  at  www.tcg.com. 


LOCAL  CALLING  •  LONG  DISTANCE  •  INTERNET  SERVICES  •  DATA  SERVICES  •  VOICE  MAIL  •  CALLING  CARD  •  PAYPHONE  SERVICES 


Totiy  PicciriUo,  Vice  President  of  Enginecriuo  and  Operations,  Cable  Systems  International. 


SmS/W^ 


TcciinSAP  is  a  iietf  initiative  of  people,  processes  atid  products 
representing  SAP's  total  commitment  to  customer  success. 


V  Cable  Systems  International  connects  with  customers  twice  as  fast. 


;iCable  Systems  International  (CSI)  was  formed  from  a  unit  of  AT&T,  it  needed  a  system  that 


1  help  get  its  telecommunications  products  to  customers  quickly.  CSI  chose  R/3" 


\e  from  SAF.  R/3  cut  order  delivery  times  in  half  in  CSI's  connectorized 


ts  division.  Now,  customers  can  expect  their  products  m  two  weeks 


1  of  four.  And  when  requested,  CSI  can  often  deliver  in 


irs  or  less.  In  fact,  the  connectorized  products  team  has 


shed  a  near  perfect  shipping  record.  For  CSI, 


vas  definitely  a  valuable  connection. 


lore  information,  visit  us  at 


//www.  sap.com  or 


l-80()-283- 


.4  Better  Retimi  On  hifowiatioii. 
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Revolve  |  iii- 

Around  You, 


loducing  Total  Solutions: 

In  today's  world  of  scmicoiiductor 
nianufactiiring  you  need  tustoinized 
solutions  delivered  worldwide.  And  von 


want  them  now. 


Whether  it's  3(H)nini  wafer  processini^. 
Or  0.  IH^ni  device  technology.  Even 
24-hour  parts  availability,  worldwide. 


You  want  Total  Solutions. 


You  want  a  suite  of  products  and  services 
designed  for  optimum  results  on  the 
wafer,  lower  cost  of  ownership  and 
extendibility  across  device  generations. 
Backed  by  an  unparalleled  global  service 
and  support  network. 


So,  if  you  need  reliable  systems  for  today's 
iroduction  environment  or  unique 
applications  for  the  fiiture,  you  get  them. 
Wherever  you  are.  Whatever  you  need. 


Total  Solutions  will  change  the  world 
of  semiconductor  manufacturing. 
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HHERE  IS  THE  EVER-PRESENT  SENSE  of  tiny 

but  powerful  "minds"  multiplying 
around  us — in  the  thermostat,  the 
traffic  lights,  the  dashboard  of  the  car, 
_  our  clothes.  They  rewrite  our  jobs.  They 
unveil  to  us  unexpected  new  careers.  And 
unlike  us,  they  never  grow  tired  of  their  work. 
They  are  the  perfect  employees  for  our 
speeded-up  age.  Computers,  microprocessors. 


microcontrollers. ..different  devices  but  the 
same  invasion.  We  encounter  thousands  every 
day,  become  accustomed  to  their  presence,  and 
watch  their  numbers  grow.  Do  you  hear  their 
voices,  feel  the  staggering  speed  and  single- 
mindedness  of  their  thoughts?  Are  they  here 
to  assist  us  with  our  lives?  Replace  us  in  our 
jobs?  Or  merely  add  their  tiny  voices  to  the 
Great  Conversation? 
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Rousing  the 
Sleeping  Dragon 


Five  years  ago,  Bo  Feng,  venture  capitalist,  was  working  as  a 
sushi  chef  in  Marin  County,  California.  Today,  Feng,  28,  is  a 
vice  president  in  charge  of  the  China  Group  for  the  investment 
firm  BancAmerica  Robertson  Stephens. 

THE  BEST  TRAINING  I  had  for  dealing  with  life  in  China 
was  working  in  a  sushi  restaurant.  Making  sushi  is 
an  art  of  its  own.  It  takes  a  lot  of  patience  and  prepa- 
ration. That  is  a  good  lesson.  So  is  being  a  waiter: 
Waiters  must  handle  a  hundred  things  at  one  time 
and  learn  quickly  how  to  deal  with  all  types  of  peo- 
ple. Both  are  part  of  the  Buddhist  term,  wu  xin — one's  nat- 
ural ability  to  understand  the  essence  of  being.  It  is  the  foun- 
dation for  one's  success. 

I  grew  up  in  a  suburb  of  Shanghai.  My  father  was  a  pro- 
fessor at  the  Shanghai  Institute  of  Railroad  Technology.  I'm 
from  a  traditional  family  of  scholars;  no  one  had  any  under- 
standing about  the  world  of  business  and  merchants.  My 
brother  studied  automatic  missile  control — he  really  is  a 
rocket  scientist — and  I  pursued  film  and  photography.  1  never 
considered  business. 

In  1987  a  friend  of  our  family  sponsored  me  to  come  to 
study  in  the  United  States,  and  I  wound  up  in  San  Geronimo, 
California.  From  a  city  of  13  million  people  to  a  town  of 
56. 1  was  18. 1  spent  my  first  three  years  in  California  study- 
ing English  at  the  College  of  Marin  and  at  the  "Cafe  Acad- 
emy," a  coffee  shop  called  Nuvo  in  downtown  San  Anselmo. 
I  made  a  lot  of  American  friends,  learned  English.  Meanwhile, 
I  was  an  assistant  sushi  chef  in  a  Japanese  restaurant.  I  used 
most  of  my  earnings  to  fund  my  8mm  movie  projects.  How- 
ever, after  June  4,  1989  [Tiananmen  Square],  I  realized  that 
China  didn't  need  three-hour  art  films,  and  I  felt  that  I  could 
not  stay  away  from  the  challenge  of  building  a  new  China. 
China  is  facing  a  great  challenge,  building  a  strong  economic 
foundation  for  a  quarter  of  the  world's  population. 

My  entering  business  was  totally  by  accident,  but  it  was 
love  at  first  sight.  In  1993  a  lot  of  people  in  business  were 
very  interested  in  China.  But  it  is  much  more  complex  than 


just  selling  toothbrushes  to  1.2  billion  people.  China  is  in  the 
middle  of  a  reform  of  ownership,  social  and  economic 
values,  and  structure.  After  hundreds  of  years  of  wars  and 
revolutions,  we  Chinese  now  have  a  chance  to  build  our  coun- 
try. I  saw  a  place  to  be  part  of  it. 

There  are  great  things  about  American  culture,  but  I  feel 
much  closer  to  Chinese  culture.  I  also  feel  that  China,  which  has 
a  history  of  hundreds  of  years  of  defeat  and  a  miserable  life 
for  many  people,  needs  me  and  people  like  me  more  than 
America  does. 

I  joined  the  investment  firm  of  Robertson,  Stephens  in 
early  1994  as  a  vice  president  to  build  its  China  strategy.  Over 
the  past  four  years,  I  must  have  visited  at  least  300  compa- 
nies and  government  entities  to  research  and  identif)'  poten- 
tial clients  for  Robertson,  Stephens. 

I  met  Wang  Zhi  Dong,  the  pioneer  of  the  Chinese  Oper- 
ating System  Overlay.  He  is  a  computer  genius  from  a  village 
in  Guangdong.  He  grew  up  taking  care  of  ducks  on  a  duck 
farm.  I  remember  the  Sunday  I  visited  him.  I  went  to  the  Sil- 
icon Valley  of  China,  Cong  Guan  Cun  in  Beijing.  Wang  wore 
a  T-shirt  and  had  a  dilapidated  office.  Eventually,  Walden 
International  investment  Group,  RSCO's  Orphan  Fund,  and 
Ivanhoe  Capital  financed  him  for  close  to  $7  million. 

Another  company  I  visited  was  Asialnfo,  founded  by  Ed 
Tian  and  two  other  Chinese  who  got  their  Ph.D.'s  in  the 
United  States.  They  specialize  in  systems  integration  and  sys- 
tems software  for  the  Internet  and  intranets.  Asialnfo  is  the 
contractor  building  ChinaNet,  the  backbone  of  the  largest 
commercial  Internet  system  in  China.  The  founders  returned 
to  Beijing  in  April  1995  with  $5,000,  thinking  about  building 
a  world-class  tech  company  in  China.  Now  the  company 
has  300  people  and  will  have  $40  million  in  revenues  in  1997. 

I  am  on  airplanes  a  lot,  and  I  try  to  bridge  the  distance 
of  many  thousands  of  miles  with  telephones  and  the  Inter- 
net, but  business  in  China  is  still  done  over  a  cup  of  tea  in 
a  shop.  Phones  and  videoconferences  and  email  messages — 
that  approach  doesn't  work  as  well.  At  the  end  of  the  day, 
it's  a  cup  of  tea.  ■ 
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ANDY  GROVF 


Only  the 
Productive  Survive 


Andy  Grove,  Intel  chairman,  is  responsible  for  85%  of  the 
microprocessors  used  in  the  world's  PCs.  At  61,  he  exemplifies, 
perhaps  more  than  anyone  else  in  technology,  the  driven  man. 

IT  IS  REALLY  VERY  SIMPLE.  Computers  sped  up  the  tempo 
of  work.  They  sped  up  decision  making  and  informa- 
tion flow.  Then  the  Internet  came,  and  it  sped  things  up 
in  the  sense  that  we  can  now  have  tomorrow's  newspa- 
per today. 
I  get  annoyed  when  people  write  articles  about  how 
the  computer  hasn't  improved  productivity.  How  do  you  mea- 
sure productivity  when,  with  a  computer,  you  can  get  200,000 
transactions  three  times  as  fast?  Or  you  can  reach  people  it 
otherwise  would  take  you  a  week  to  reach?  How  do  you  mea- 
sure the  value  of  that?  Another  example:  I  can  now  do  per- 
sonal research  online.  Am  I  more  productive  than  if  I  had 
to  go  to  the  library?  Of  course  I  am. 

So  the  value  of  the  computer  is  that  you  can  have  infor- 
mation at  your  fingertips  at  any  given  time.  You  never  have 
to  send  anybody  out,  to  anywhere,  to  get  it.  From  now  on, 
when  you  call  a  government  office  or  you  have  a  question  for 
a  company  or  need  support,  you  will  expect  that  the  reply 
is  going  to  be  handled  online  and  handled  expeditiously. 

Everything  is  moving  in  that  direction.  Society  has  got  to 
go  on  a  "store-and-forward"  paradigm  that  is  completely 
oblivious  to  time  and  place.  With  800  numbers,  we're  already 
kind  of  oblivious  to  place.  No  one  knows  where  the  people 
you're  talking  to  are.  But  we  are  still  very  aware  of  the  time 
element  of  it.  We  have  to  fit  our  interactions  into  the  neces- 
sity of  two  people  being  on  the  end  of  that  phone  line  at 
the  same  moment.  The  next  step  will  mean  that  time  and  dis- 
tance don't  matter  in  our  interactions. 

If  you  can  telecommute  from  Boise,  somebody  else  can 
do  it  from  India.  This  can  cut  every  which  way.  Medical  advice 
can  go  from  Memorial  Sloan-Kettering  back  to  India.  That's 
a  fascinating  aspect.  A  lot  of  work  can  be  imported  and 
exported.  It  won't  matter  where  people  work.  Trade  concepts 
and  pricing  will  apply  to  nonphysical  work. 

I  held  off  on  cell  phones  for  a  long  time  because  I  kind  of 
thought  it  was  a  stupid  yuppie  thing.  My  commute  time  has 


gotten  longer,  and  now  I  rack  up  the  better  part  of  the  com- 
mute making  calls.  Some  of  this  is  personal,  by  the  way.  It's 
not  all  work.  The  cell  phone  has  become  part  of  my  life. 

It  is  only  this  year  that  I've  started  to  send  messages  from 
work  to  my  wife  at  home.  She  had  email  before,  but  it 
wasn't  part  of  her  daily  routine  to  check  it.  Usually,  I'd  get 
home  before  she  would  read  the  email.  But  now  instead  of 
writing  myself  a  note  to  talk  to  her,  I  send  her  an  email. 

It's  so  much  easier  to  reach  people  on  email.  It's  so  much 
easier  to  get  through,  and  there's  also  no  way  to  get  away  from 
it.  You  can  go  practically  anywhere,  and  there's  no  escape. 
There  just  aren't  any  excuses.  It's  almost  an  embarrassment 
to  say  that  I  couldn't  get  online.  People  want  to  know,  "What's 
the  matter  with  you?  Just  because  you  were  in  Germany,  you 
couldn't  get  online?" 

Everybody  expects  you  to  always  be  there.  I  happen  to  be 
a  fairly  busy  guy  and  every  once  in  a  while  I  can't  catch  up 
with  my  day's  email  before  I  go  home.  A  lot  of  the  time  I 
do  it  at  home  because  I  don't  want  to  come  in  the  morning 
and  leave  yesterday's  emails  unanswered.  I  get  50,  60,  or  70 
emails  a  day.  It's  not  terribly  hard,  but  I  have  to  deal  with 
them  all.  I  get  very  few  junk  emails,  very  few  that  I  can  delete 
without  doing  something  about.  It  usually  takes  a  couple  of 
hours  to  answer  my  email.  But  I  have  to  say  that  email  does 
make  things  much  more  productive  and  much  more  involv- 
ing, if  not  necessarily  easier. 

I  have  measured  these  things  every  decade.  In  the  '70s  I 
spent  exactly  the  same  amount  of  time  on  paper  mail  as  I  do 
now  on  email.  Now  I  spend  minutes  on  paper  mail  and  most 
of  it  is  junk. 

We  have  a  sabbatical  program  at  Intel  that  is  very  inter- 
esting. Every  seven  years  we  get  two  months  off.  The  first  sab- 
batical I  took  was  in  1983,  and  I  had  zero  contact  with  Intel. 
I  didn't  call  in,  and  nobody  called  me.  Some  of  the  time  I  was 
home  and  some  of  the  time  I  was  promoting  a  book.  I  was 
around  in  the  U.S.  I  came  back  to  Intel  and  spent  the  first 
week  reading  paper  stuff  and  catching  up.  The  second  sab- 
batical was  in  1986. 1  was  already  on  email  but  not  in  a  mobile 
sense.  We  didn't  have  remote  connections.  In  1986  I  did  get 
a  phone  call  and  had  to  come  back  a  little  early.  After  ^41 
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WILLIAM  J.  WQIFFNDFN  JR. 


A  Lean,  Mean 
Surgery  Machine 


William  J.  Wolfenden  Jr.,  59,  is  a  San  Francisco-based  cosmetic 
surgeon  specializing  in  facial  surgery  and  body  sculpting.  Nearly 
15%  of  his  clients  are  men,  and  that  percentage  is  rising. 

To  BE  HONEST  WITH  YOU,  Silicon  Valley  is  a  young 
peoples  business.  They  feel  young,  they  feel  good 
about  themselves,  they  are  innovative,  and  they  want 
to  take  care  of  their  bodies.  Unfortunately,  there  is  a 
little  discrimination  at  jobs.  If  you  go  in  and  you  are 
45  and  you  look  like  an  older  person,  you're  proba- 
bly not  going  to  get  that  job. 

That  has  been  a  boon  to  plastic  surgery.  It's  not  that  you 
are  trying  to  have  a  64-year-old  man  be  perceived  as  a  32- 
year-old.  It's  maybe  a  fresher  look.  You  see  an  older  man,  but 
with  a  young-looking  face.  He  looks  well  preserved.  If  you 
are  the  head  of  a  company,  you  are  supposed  to  be  on  top 
of  things,  and  part  of  that,  for  better  or  for  worse,  is  your 
appearance.  Plastic  surgery  is  more  of  a  cosmetic  thing  for 
women.  They  have  a  thing  about  aging.  For  men  it's  an  invest- 
ment that  pays  a  pretty  good  dividend. 

I  think  a  lot  of  it  deals  with  pride,  too.  If  you  have  pride 
in  what  you  do,  pride  in  your  company,  pride  in  your  stock 
options,  then  you  have  pride  in  yourself,  and  you  want  to 
look  better. 

Eyelid  and  nasal  surgery  and  liposuction  are  the  top  pro- 
cedures for  men.  We  do  a  lot  of  laser  facial  resurfacing,  too. 
That  can  be  a  young  person's  procedure  because  it's  used 
on  young  wrinkles.  You  have  a  couple  of  lines  around  the  eye- 
lids, you  can  laser  them  with  minimal  disability.  It's  a  com- 
puter-generated, controlled  burn. 

Men  tend  not  to  get  a  lot  of  wrinkles  around  the  mouth, 
it's  more  around  the  eyes  and  forehead,  where  the  skin  is  thin- 
ner, there  is  no  beard,  and  it's  less  protected.  The  laser  gives 
a  smoother  look. 

It's  very  subtle.  Afterward,  the  remark  might  be,  "Bill,  you 
look  good,  you  look  rested,  or  you  lost  some  weight." 


Fat  under  the  eyelids  is  hereditary.  It  has  nothing  to  do 
with  diet,  staying  up  late  at  night,  smoking,  or  drinking.  Most 
people  don't  know  that.  The  classic  response  to  saggy  eyelids 
is  "You  look  tired."  It  is  a  very  dangerous  thing  if  you  look 
tired  and  you  are  there  to  do  business  with  someone  who  is 
worth  multimillions. 

Blepharoplasty  is  the  removal  of  the  fat  in  the  upper  or 
lower  eyelids  to  get  rid  of  the  saggy,  baggy,  or  tired  look. 
We  now  do  that  procedure  from  the  inside  lower  eyelid.  It's 
a  very  nice  technological  advance  that  men  are  attracted  to 
because  you  don't  have  an  external  incision  around  the  eye 
to  hide. 

Some  men  have  face-lifts,  though  not  a  high  percentage. 
Many  men  have  younger  wives  who  want  them  to  look  a  little 
younger,  and  they'll  be  concerned  because  their  husband  has 
a  turkey  neck.  We  tend  to  do  a  fair  number  of  lawyers.  Lawyers 
want  to  be  perceived  as  strong  by  the  jury  and  the  client.  We'll 
put  a  chin  implant  in  and  maybe  remove  some  fat  from 
underneath  the  chin  and  the  neck  area,  making  the  line,  cre- 
ating a  90-degree  angle,  which  is  perceived  as  fitness. 

We  do  quite  a  bit  of  liposuction.  For  men  we  do  stomachs 
and  flanks — the  love  handle  area.  The  overweight  person  in 
Silicon  Valley  feels  threatened  by  people  leaving  at  lunchtime 
to  go  to  the  gym. 

If  someone  comes  in  to  see  you  and  you  are  fat  or  a  little 
sloppy,  right  away  you  put  them  off,  and  you're  probably 
not  going  to  get  a  second  chance.  People  think  this  person 
does  not  take  care  of  himself,  so  he  won't  be  conscientious  in 
the  workplace. 

You  need  to  be  very  careful  in  operating  on  men's  noses. 
That  is  the  only  procedure  on  a  man  where  you  have  to  be 
a  little  discerning  because  you  can  create  psychological 
problems.  If  someone  has  unrealistic  expectations,  that  his 
nose  is  holding  him  back  from  a  promotion  or  from  a  roman- 
tic affair,  then  we  might  need  to  recommend  he  doesn't 
have  surgery.  ■ 
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MARLEEN  McDANIFI 


A  Safe  Place 

N  ot  to  B  rowse 


Marleen  McDaniel,  48,  is  the  CEO  and  president  of  Wire 
Networks,  an  Internet  provider  of  content  geared  to  women, 
including  Women's  Wire  and  Beatrice's  Web  Guide. 

I  NEVER  EXPECTED  TO  BE  A  CEO.  I  always  thought  being  a 
vice  president  was  the  top  of  the  Une.  Getting  to  be  a  vice 
president  was  hard. 
Being  a  CEO  brings  with  it  a  set  of  responsibilities  and 
a  visibility  that  are  new  for  me.  I  get  more  attention  from 
women  since  I  am  a  woman  working  on  a  product  for 
women.  I  hear  from  women's  groups,  am  asked  to  speak,  and 
am  recognized  for  achievements  as  a  woman.  I  was  just  invited 
to  the  Federal  Reserve  Bank  for  a  conference  about  raising 
capital  for  women.  But  I  never  thought  about  any  of  that.  I 
was  interested  in  making  payroU.  I  wasn't  trying  to  solve  world 
problems  or  to  get  women-owned  businesses  funded. 

My  first  summer  job,  when  I  was  still  at  UC  Berkeley, 
was  at  a  computer  and  communications  market  research 
company.  That's  where  I  got  into  technology.  I  taught  myself 
to  program  in  Basic  and  ended  up,  after  a  few  years,  running 
the  information  services  group  at  the  company.  After  that,  I 
worked  for  Tymshare,  3Com,  and  Sun  Microsystems.  I  worked 
with  some  of  the  founders  of  the  Internet  and  of  this  entire 
industry,  including  Bob  Metcalfe,  Andy  Bechtolsheim,  and 
Bill  Joy.  I  was  trained  by  some  of  the  most  brilliant  people  in 
computing.  I  crossed  their  paths  in  the  very  early  stages  of 
the  business,  and  I  guess  I  had  the  good  sense  to  follow  them. 
I  was  excited  by  their  ideas.  I  was  selling  the  Internet.  Peo- 
ple would  ask,  "What's  the  Internet?"  I  would  go  into  a  long- 
winded  explanation,  and  then  they'd  ask,  "Why  do  I  need  it?" 
"For  email."  "What's  email?"  It  was  very  difficult. 

In  1994  I  was  approached  by  Ellen  Pack,  who  had  started 
a  business  called  Women's  Wire,  running  it  out  of  her  home. 
She  had  a  direct-dial  bulletin  board  service  with  1 ,500  sub- 
scribers. The  phone  was  ringing  a  lot.  She  was  getting  some 
press  attention,  but  she  wasn't  sure  whether  that  was  good  or 
bad.  She  put  me  on  an  advisory  board. 

I  was  intrigued  by  what  she  was  doing.  One  day  she  sent 


me  a  business  plan.  It  was  completely  unexpected.  I  didn't 
know  whether  she  thought  I  would  give  her  money  or  what. 
She  had  been  funding  the  company  herself  and  needed  to 
raise  new  money.  I  offered  to  help.  I  worked  from  home  for 
free  and  helped  her  raise  some  capital.  I'd  never  done  that 
before.  Lo  and  behold,  in  October  of  '94  we  closed  on 
$1.2  million.  Then  I  was  confronted  with  staying.  A  venture 
capitalist  made  my  staying  a  condition  of  a  half-million- 
dollar  investment. 

I  had  been  online  since  '76.  It  never  even  occurred  to 
me  that  there  were  no  other  women  online,  and  that  the 
reason  there  were  no  women  online  was  because  there  was 
no  content  for  them.  When  I  did  think  about  it,  I  realized 
what  a  huge  market  women  are.  I  still  wasn't  sure  what 
the  business  meant.  But  I  was  convinced  that  something 
would  happen. 

Ellen  had  found  that  women  were  being  harassed  online, 
and  there  really  wasn't  anyplace  for  them  to  go  that  was 
safe.  So  it  made  sense  that  women  would  come  to  a  safe 
environment.  The  first  year  or  two,  we  spent  an  inordi- 
nate amount  of  time  talking  to  women's  groups,  evange- 
lizing the  Internet.  We  did  a  lot  of  workshops.  When  I 
started  three  years  ago,  women  were  about  10%  of  the  mar- 
ket. Now  they  are  estimated  to  be  around  40%,  and  the  pre- 
diction is  that  the  number  of  women  online  will  grow  five- 
fold by  the  year  2000. 

The  number  of  hours  per  week  women  use  the  Net  might 
be  lower  than  men,  young  males  in  particular.  Email  is  the 
number-one  activity.  Surfing  ranks  number  two.  Chat  is  lower, 
and  shopping  actually  ranks  last.  That's  because  there's  noth- 
ing good  to  buy.  Yet.  Women  use  the  Net  in  all  the  ways  men 
do,  but  to  follow  their  own  interests. 

Though  I  completely  believe  in  all  this  technology,  I  am 
having  an  extreme  reaction  to  it.  I  have  a  cell  phone,  but  I 
don't  carry  it  when  I  travel.  I  don't  use  a  pager.  I  carry  my 
computer,  but  I  am  apathetic  about  logging  on.  If  there's  some- 
thing happening,  I  log  on,  but  email  is  my  third-favorite  form 
of  communication.  My  first  is  in-person.  My  second  is  ►■^i 
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Thorough  testing  is  critical  to  the  success  of 
any  Year  2000  project  and  one  way  to  reduce 
your  business  risk.  For  total  assurance  that 
your  Testing  approach  is  correct  and  com- 
plete, look  to  BDM,  the  preeminent  expert 
in  test  and  evaluation.  With  BDM's 
SMART/2000+^"  service,  Testing  begins  early  m  the  process.  As  you 
conduct  your  Assessment  and  Migration  Plan  -  and  even  throughout 
Renovation  -  test  planning  and  procedures  are  underway.  We  carry  out 


test  cases  for  your  applications,  systems,  and 
interfaces,  and  verify  that  they'll  still  work  in 
your  environment  -  all  to  make  implementa- 
tion of  your  Year  2000  solution  as  easy  as 
possible.  You  have  the  added  benefits  of 
expert  program  management  guiding  your 
progress  to  Year  2000  compliance,  and  beyond.  To  get  started  now,  call 
1-850-565-0162  today.  If  you  prefer,  e-mail  to  Year2000@bdm.com  or 
visit  us  on  the  Web  at  www.bdm.com. 


©  1997  BDM  International,  Inc.  All  rights  reserved. 
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Jim  Rogers,  55,  cofounded  the  Quantum  Fund.  He  retired  in 
1980  to  teach  finance,  host  investment  talk  shows,  and  travel. 
He  is  the  author  of  Investment  Biker. 

I  WENT  AROUND  THE  WORLD  on  a  motorcycle  in  the  early 
'90s.  I  was  in  the  middle  of  the  Chinese  desert  and  I'm 
telling  you,  it  was  really  isolated.  One  Saturday  night  we 
saw  some  older  people  teaching  the  younger  ones  this 
dance,  and  I  said  to  the  film  crew  with  us,  "Gosh, 
we  should  film  that!  We've  found  some  kind  of 
tribal  ritual  that  will  disappear  in  a  few  years!" 

And  a  woman  said,  "You  damn  fool,  they're  moon 
walking."  She  was  right.  Out  in  the  remote  Chinese 
desert  in  the  early  '90s,  these  kids  were  moon  walk- 
ing like  Michael  Jackson. 

That's  what  technology  has  done.  It  doesn't  mat- 
ter if  we're  talking  about  the  remotest  jungles  and  the 
remotest  deserts:  They've  seen  it,  they  know  it.  They 
know  the  world  is  not  the  way  they've  been  told.  And 
so  that  has  enormous  ramifications  for  governments 
and  for  finance. 

All  of  this  is  having  a  profound  impact  on  devel- 
oping countries.  We  tend  to  think  of  them  as  oper- 
ating at  a  big  disadvantage  in  this  environment. 
You  know,  in  a  place  like  Zambia  the  phone  company 
has  been  a  government  monopoly  for  decades.  And 
it's  really  obsolete  and  gone  to  hell.  But  that  actually 
gives  Zambia  an  advantage  because  they  are  leapfrog- 
ging several  generations  of  technology.  They're 
leapfrogging  from  I930s-era  telephone  technology, 
which  no  longer  works,  to  the  latest  cellular  and 
mobile  technology. 

Some  of  these  less  developed  countries  have  got- 
ten so  far  behind  that  when  they  start  entering  the 
21st  century  they  will  suddenly  find  themselves 
already  there.  Look  at  India,  which  has  terrible  infra- 
structure. India  is  booming  as  a  technological  cen- 
ter because  it  has  leapt  over  all  the  old  technology 


straight  to  the  computer  age.  A  lot  of  older  people  in  places 
like  India  don't  know  how  to  use  a  phone,  but  they  can  use 
a  computer. 

The  places  we  call  "developing  countries"  are  going  to  take 
over  a  lot  of  the  fairly  high-end  tasks  that  developed  coun- 
tries like  ours  perform  now.  In  10  or  20  or  30  years,  your 
accountant  will  be  a  person  on  a  computer,  someone  that  you 
won't  even  know,  and  may  very  well  be  an  Indian.  ■ 


I 


TROPIC    OF 

CAPRICORN 

I 

I 


Photography   courtesy   of  jIm    Rogers 


December    1,  1997 


FORBES  ASAP     29 


if   I    < 


"m0i>imm 


^gmmem 


BUREAU    OF  JEN  OK  AS/ll^G  AND    PR 


s^i»UMuw»iSHa^uHrax«Q±ti«^ 


iMIWiiaMl!,l|ll'IPBII|llllM 


\N 


WPmsi^mfk^tl^Je^:^f!^4^r^J^m^wMt^Ji^^.^ 


,!;|H 


o soutnoDout a  quart^^il^ 
fm     and  we'll  sho^v  yWr** 


where  the  real  money  is  made. 


2^*5  1.'  •*     d-    :t    1 1 


■Uh'rilillflTTTT 


Cross  the  Potomac,  and  you'll  find  yourself  in  an  investor's  paradise.  A  community  of  1600  information 
technology  companies  served  by  three  major  airports,  fueled  by  university  research  and  bolstered  by  the  largest 
single  consumer  of  information  technology,  the  federal  government.  A  climate  that  created  the  Internet  and 
forged  the  likes  of  PSINet,  UUNet,  Cybercash,  Globalink  and  other  financial  successes.  If  you're  looking  for 
opportunity,  you've  come  to  the  right  place:  Fairfax  County,  Virginia.  Call  703-790-0600  or  visit  our  web  site. 


FAIRFAX  COUNTY,  VIRGINI*:|  HOME  OF  THE   1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 


www.fairfaxcountyeda.org 
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Admiral  Plunder,  45,  car  salesman,  is  one  of  the  top  sellers  at 
a  Porsche,  Jaguar,  and  Audi  dealership  in  Bellevue,  Washington. 
He  is  currently  back-ordered  15  months  on  Porsche  Boxsters. 


YEAH,  I  KEEP  UP  ON  Microsoft  stock.  I'm 
working  with  a  gentleman  right  now, 
and  we're  close  to  coming  to  an  agree- 
ment on  a  particular  vehicle.  He's  hav- 
ing a  difficult  time  parting  with  the 
money.  As  a  salesperson,  you  don't  want 
to  bug  a  person,  but  sometimes  you  like  to  have 
a  reason  to  call.  So  I  called  him,  and  I  said,  "I 
guess  you  won't  be  buying  the  car  now  because 
your  stock  dropped  three  points."  Then  I  said, 
"But  as  soon  as  it  goes  back  up,  I'm  going  to  call 
you!"  The  stock  just  went  up  five  points,  and  I 
called  him  this  morning! 

See  the  gentleman  who  just  walked  by?  He 
bought  an  '84  911  convertible  four  years  ago. 
Since  then,  he's  bought  an  RS  America,  that's  a 
911 — they  didn't  make  many  of  them — but  it's 
more  racing  oriented.  Then  he  bought  a  Boxster, 
and  he  just  sold  his  Boxster  to  one  of  his  asso- 
ciates, and  now  he's  purchased  a  9 11  Turbo. 

He  epitomizes  many  of  our  customers  from 
Microsoft.  They  come  here,  and  they  kind  of 
hang  out  and  talk  to  us,  become  friends.  It's 
turned  us  into  a  country  club  because  the  rela- 
tionships aren't  adversarial.  We  have  something 
they  want,  and  they  have  something  we  want, 
and  we  can  make  each  other  happy. 

Let's  say  two  people  walk  into  our  dealership. 
A  guy  in  a  suit,  white  shirt,  and  tie.  And  a  guy 
in  jeans  and  a  T-shirt.  We'll  always  pick  the  casu- 
ally dressed  person  first.  Why?  Because  they're 
probably  from  Microsoft. 


Photography  by   Natalie  Fobes 


I  feel  blessed  to  be  here.  I'm  living  in  a  better  neighbor- 
hood because  of  Microsoft.  My  children  are  wearing  better 
clothing  because  of  Microsoft.  You  look  at  these  25-year- 
old  guys  that  are  millionaires.  That's  okay.  I'm  lucky,  too.  ■ 
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CATHERINF  RAll 


A  Home  for 
Young  Tycoons 


Catherine  Rau,  46,  is  a  real  estate  agent  in  Seattle,  Wash- 
ington. For  the  past  19  years  she  has  watched  herself,  her  career, 
and  her  hometown  grow  and  prosper  along  with  Microsoft. 

|iCROSOFT  FIRST  CAME  INTO  my  life  in  1985.  A  very 
dear  friend  of  mine  left  her  place  of  employ- 
ment to  take  a  job  there.  I  remember  think- 
ing, She's  crazy.  She  had  this  fantastic,  presti- 
gious job  at  Price  Waterhouse.  The  job  security 
was  terrific,  and  she  leaves  to  take  a  job 
with...  who?  This  small  little  company  on  the  east  side.  It  made 
no  sense  to  me.  Later  this  same  friend  of  mine  came  to  me 
to  buy  a  condominium  in  Seattle.  Within  a  very  short  period 
of  time,  she  doubled  her  investment  in  housing.  She  now  lives 
in  a  5,200-square-foot  town  house  that  is  worth  over  a  mil- 
lion dollars.  It's  very  elegant:  10-foot  ceiling,  vertical  win- 
dows, a  beautiful  view  of  the  city.  The  finishes  are  all  the  finest 
marble,  granite,  and  beautiful  inlaid  hardwood. 

Never  before  have  I  seen  an  environment  in  the  North- 
west where  we've  had  so  many  millionaires  at  the  same  time 
under  the  age  of  30  looking  for  housing  stock.  It's  almost 
entirely  due  to  Microsoft.  Some  of  these  people  were  in  their 
early  20s  when  they  first  started  looking.  These  people  were 
right  out  of  graduate  school,  brilliant  in  their  fields,  but  neo- 
phytes when  it  came  to  knowing  what  they  liked  or  disliked 
in  housing.  Group  housing  and  dorm  housing  were  pretty 
much  what  they  knew.  They  had  not  owned  homes  before, 
and  for  a  lot  of  these  people,  living  in  an  apartment  was  a 
new  thing.  It  was  really  an  interesting  phenomenon  to  watch 
what  they  would  buy.  A  lot  of  them  didn't  understand  the 
concept  of  quality  construction,  the  importance  of  good 
bones  in  a  house.  They  were  just  buying  homes  that  aes- 
thetically appealed  to  them. 

So  what  happened  to  our  market  was  that  a  lot  of  poorly 
crafted  homes,  not  in  particularly  good  locations,  were 
garnering  higher  prices  than  ever  before.  Sellers,  who  were 


sitting  two  blocks  away,  saw  this  crummy  little  cracker  box 
of  a  house  on  a  busy  street  sell  for  x,  and  they  had  a  view  of 
the  city  and  a  much  better  location.  So  they  thought  their 
house  must  be  worth  x  over  that.  The  naive  tastes  of  these 
young  Microsoft  employees  drove  the  market  way  up. 

The  Microsoft  people  I've  worked  with  are  cash  buyers — 
cash  meaning  they  can  liquidate  their  stock.  The  way  they 
can  make  their  offer  most  appealing  to  the  sellers  is  by  hav- 
ing no  financing  contingencies.  People  from  Microsoft  who 
are  well  vested  can  do  that.  They  can  come  in  and  say,  "All 
cash."  If  the  seller  has  three  offers,  and  two  of  them  have 
finance  contingencies  and  one  of  them  is  all  cash,  which  one 
is  he  or  she  going  to  take?  It's  the  yin  and  yang  of  Microsoft's 
impact  on  the  housing  market.  It's  great  for  the  Microsoft 
people,  but  the  flip  side  is  that  other  people  can  no  longer 
afford  to  buy  the  houses  they  want.  They  can't  compete  with 
the  "all  cash,  we've  got  stock,  we're  from  Microsoft"  crowd. 
But  it  certainly  makes  for  a  hot  market.  Let  me  give  you  an 
example.  From  May  1995  to  May  1996,  there  were  18  homes 
that  sold  for  over  a  million  dollars  in  Seattle's  urban  core. 
In  the  same  period  from  '96  to  '97,  there  were  27. 

I  first  started  selling  real  estate  in  1978  before  Microsoft 
came  on  the  scene,  before  all  those  technology  companies 
had  spun  off  from  the  Microsoft  mother  ship.  In  1978  the 
real  estate  market  was  just  recovering  from  the  major  reces- 
sion of  1972.  That  was  the  result  of  Boeing  downsizing.  At 
the  time,  Boeing  was  it:  our  number-one  gun  up  here.  We  had 
all  our  eggs  in  one  basket,  and  when  the  basket  emptied, 
the  region  was  devastated.  Six  years  later,  in  1978,  there  was 
a  real  estate  market,  but  it  was  quite  cautionary  and  people 
were  very  conservative. 

Let  me  tell  you,  it  was  tough  getting  started.  I  grew  up  in 
Seattle,  but  my  social  connections  were  limited.  My  parents 
were  deaf,  and  I  had  no  siblings.  I  had  zero  personal  contacts. 
It  took  me  eight  months  before  I  made  my  first  sale.  I  had 
to  rent  out  my  condo  and  move  into  my  grandmother's  ►  4i 
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©1997  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Where  do  you  want  to  go  today?  are  registered  trademarks  and  Outlook  is  a  trademark  of  Microsoft  Corporatl 
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From:  Microsoft  Office  97 
Sent:  Friday,  6:15  p.m. 
To:  Anyone  still  at  work 
Re:  Go  home. 


We  can't  guarantee  you  a  9-to-5  life.  But  if  you're  working  hours  straight  out  of 
a  Dickens  novel,  Microsoft    Office  97  can  help  slice  time  off  your  workday  with 
smart  tools  that  let  you  get  more  done  with  less  effort.  For  example.  Microsoft  Word 
keeps  a  wary  eye  on  your  typing,  correcting  spelling  and  grammar  flubs  on  the 
fly.. .and  can  automatically  finish  typing  dates  and  common  words.  AutoCorrect  in 
Microsoft  Excel  can  correct  common  formula  errors  as  you  go.  Keep  everything 
organized  in  one  place  with  the  Outlook"  desktop  information  manager.  Turn  the 
Internet  into  your  source  of  instant  answers.  And  if  you  hit  a  wall,  ask  our  Office 
Assistant  a  simple  question  and  you'll  get  a  simple  answer.  With  Office  97,  you're 
as  productive  as  you  ever  were.  You  may  just  get  home  earlier.  So  while  you're 
still  at  the  office,  check  out  Office  97  at  www. m icrosoft.com/office/. 
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Where  do  you  want  to  go  today?'     www.microsoft.com/office/ 
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Plows  for  Modems 


American-educated  Benjamin  Netanyahu,  48,  is  prime 
minister  of  Israel.  He  was  the  surprise  winner  in  a  fiercely 
fought  1996  election. 

TECHNOLOGY  doesn't  FRIGHTEN  ME.  In  terms  of  my 
own  use  of  technology,  my  son  has  a  PC  at  home.  I 
just  use  it  for  word  processing,  although  we  are  in 
the  process  of  tying  it  into  the  Internet.  But  I  don't 
have  to  run  a  computer  to  help  those  who  do  achieve 
that  competitive  advantage.  Indeed,  it  is  hard  to 
imagine  the  leader  of  an  advanced  country  not  having  a 
grounding  in  both  technology  and  economics.  You  have  to 
understand  how  each  works,  and,  as  I  see  it,  the  main  prob- 
lem is  to  marry  technology  into  those  applications  that 
advance  economic  competitive  advantage. 

I  also  think  that  my  education  at  MIT  [in  the 
mid-'70s]  gave  me  a  preparatory  course  to  a 
changing  world.  It  told  me  what  a  computer  was, 
what  software  and  systems  were.  Similarly,  my 
subsequent  years  at  Boston  Consulting  Group 
enhanced  that  understanding  very  much;  it 
explained  to  me  the  importance  of  a  company 
having  a  competitive  advantage,  and  that  when 
a  competitive  advantage  already  exists,  govern- 
ments should  do  as  little  as  possible  to  interfere. 
There  was  another  pertinent  lesson  as  well: 
MIT  was  a  school  with  an  R&D  facility  that  was 
funded  in  substantial  part  by  the  government. 
The  entire  system  of  U.S.  national  laboratories, 
in  fact,  spawned  a  tremendous  core  of  private 
enterprise.  It  is  a  process  that  I  also  see  hap- 
pening in  Israel. 

Technology  has  already  played  a  key  part  in 
an  economic  and  cultural  change  in  Israel.  We 
were  a  largely  socialist  society.  Because  of  the 
information  revolution,  we  are  now  opening  up 
and  moving  in  another  direction.  Where  there 
once  were  one  government  and  two  private  tele- 
vision channels,  technology  now  brings  us 
[cable]   access  to  the  global  culture. 

There  is  an  interesting  paradox  about  how 
one  aspect  of  lewish  culture  is  supremely  suited 
to  the  information  age.  When  modern  Zionists 
came  here  a  century  ago  to  breathe  life  into  the 
land,  they  put  away  the  great  tradition  of  learn- 
ing that  had  developed  during  the  many  gener- 


ations of  the  Diaspora.  Instead,  they  picked  up  the  hoe  and 
shovel  to  become  productive  agricultural  workers.  The  para- 
doxical thing  is  that  100  years  later  we  are  rediscovering 
exactly  those  Talmudic  applications  that  were  put  aside,  such 
as  the  ability  to  take  a  problem  apart,  look  three,  four,  or  five 
levels  down  into  it,  come  at  it  in  other  ways,  and  apply  it  to 
the  development  of  technology  and  software. 

Here  we  have  an  ironic  closing  of  a  circle.  What  we  thought 
would  be  the  wealth  of  the  new  Jews,  agriculture,  will  be  only 
a  minor  contributor  to  the  wealth  of  the  future.  And  through 
the  reapplication  of  the  traditional  ways  of  thinking  and 
applying  it  to  the  information  age,  we  have  the  source  of  incal- 
culable wealth  and  what  will  probably  be  the  mainstay  of 
Israel's  economic  future.  ■ 
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Well,  guess  what? 


How  many  times  a  day  do  you  see  someone  print  out  a  document  and  then  carry  it  over  to  the 

copier?  If  you  had  an  Aficio  system  from  Ricoh  the  answer  would  be  zero.  You  can  connect  it  to 

multiple  workstations,  giving  everyone  the  additional  flexibility  they  need. 

For  over  60  years,  we  have  focused  our  approach  to  design  and  technology        ^  -^  _  •  _  tm 

on  our  customers'  needs.  We  are  dedicated  to  creating  solutions  that 

make  complex  tasks  easy,  and  routine  jobs  effortless.  And  as  pioneers 

of  digital  imaging,  we  are  at  the  forefront  of  simplifying  the  never-ending  complexities  your 

business  must  face  now,  and  into  the  future.  After  all,  having  a  copier,  printer  and  a  fax  at  your 

fingertips  makes  life  a  lot  easier.  ^^. 

Simple  solutions.  Based  on  human  needs. 

For  more  information  about  the  Aficio  series,  contact  1-800-63-RICOH  or  visit  our  home  page  at  www.ricoh-usa 
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CREATE  ALL  YOU  WANT. 
YOU'VE  COT  THE  CAPACITY 


Each  WOMB  Zip  disk  is 
equal  to  70  floppies. 
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The  "Condor.    The  wodds  largest  cargo  plane.     ' 


©1997  Iomega  Corporation.  Iomega  and  the  Iomega  logo  are  registered  trademarks,  and  Zip.  Zip  Built-in,  Zip  Built-in  logo.  ZipPlus.  "Trie  Capacity  To  Do  More."  and   Because  Its  Your  Stuff"  are  traoemarKs  of  Iomega  Corpora  i 


You  need  big  cargo  space  on  your  computer  these  days.  Certainly  more  than  hard  drives  or 
little  floppies  can  offer.  Today's  multimedia  software  just  fills  them  up  too  fast.  But  a  Zip 
Built-in"  drive  gives  you  unlimited  space.  And  the  100MB  Zip  disks  can  handle  whatever  big 
nasty  file  you  throw  at  it.  So  if  you're  computer  shopping,  look  for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capacity  to  create  more,  share  more,  save  more,  do  more,  www.iomega.com 


ZIP   DRIVE.    THE   CAPACITY   TO    DO   MORE: 


Introducing  Zip  Built-in. 

A  Zip '"  drive  built  into  your 

notebook  or  desktop  PC  gives 

you  unlimited  capacity  to  store, 

back  up,  and  share  tons  of  stuff. 
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With  over  8  million  out 
there,  Zip  is  the  standard. 

Not  only  are  they  built  into 

these  leading  computers,  you'll 

also  find  them  in  homes,  schools, 

businesses,  and  service  bureaus 

across  the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the  new 
ZipPlus"  drive  that  works  with 
either  SCSI  or  parallel  ports, 
has  an  amazingly  small  power 
supply,  and  comes  with  cool 
multimedia  software. 


BECAUSE     IT'S     YOUR     STUFF: 
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SAM  CALDFRONE 


Falling  on  Hard  Times 


Sam  Caldewne,  57,  began  working  at  Texaco  in  1963.  In  1995, 
Calderone  was  laid  off.  He  currently  is  a  temporary  worker, 
taking  jobs  in  PC  and  network  support. 

I  WAS  SHOCKED  WHEN  THEY  TOLD  ME  I  was  being  outsourced. 
It  was  a  bummer.  There  were  four  of  us  in  my  group  who 
were  affected.  They  told  us  they  would  keep  us  on  for  three 
months,  and  that  during  that  time  we  would  have  every 


opportunity  to  get  another  job  with  the  outsourcer,  EDS,  and 
that  we'd  keep  our  same  vacation  and  our  same  pay. 

But  the  promise  of  a  job  was  a  big  fake.  They  told  us  they 
had  5,000  openings.  Well,  they  may  have  had,  but  for  those 
of  us  in  Houston,  there  were  none.  Houston  is  where  I  want 
to  work.  If  I  wanted  to  go  to  Timbuktu,  I  might  have  had  a 
job.  My  family's  in  Houston — all  my  kids  are  in  Houston. 

Nobody  helped  us.  Nobody  was  in  our  corner.  There  ^41 


JAMES  JAMIFSON 


A  Rake's  Progress 


James  Jamieson,  24,  is  a  gardener  at  Microsoft,  although  he 
doesn't  work  directly  for  the  company. 

Yeah,  I've  actually  seen  Bill  a  couple  times.  He's  really  nice. 
There  was  one  time,  about  six  years  ago,  he  was  sitting  outside 
and  our  crew  was  coming  in  to  work  in  that  area.  Usually, 
in  a  situation  where  we  see  Microsoft  people  outside,  we 


go  and  work  in  another  place.  You  know,  we  don't  want  to 
disturb  them. 

Anyway,  we  came  upon  Bill,  and  we  were  going  to  go 
somewhere  else.  But  you  know  something?  He  got  up  and  left 
so  we  could  do  our  job.  Which,  you  know,  was  real  nice, 
because  he  wasn't  a  prima  donna.  He  respected  the  fact  that, 
yeah,  we  had  a  job  to  do,  too.  ■ 


TOJ 


One-Trick  Engineers 


Toi  is  a  prostitute  at  Cherry  Patch  Ranch  brothel  ?jear  Las 
Vegas.  She  has  worked  there  for  four  years  and,  she  says,  makes 
about  $10,000  to  $15,000  for  three  weeks' work. 

We  get  men  from  all  over  the  world  here,  but  during 
Comdex  it's  just  crazy!  The  girls  were  just  talking  about  it: 
When's  Comdex?  WHEN'S  COMDEX?  That's  our  busiest 
week  by  far.  We  get,  on  average,  70  men  a  night  in  here  dur- 
ing that  show,  and  Joe  [the  owner]  has  to  bring  in  more  girls. 


We're  the  closest  brothel  to  Vegas,  so  they  come  here  in 
droves  —  rental  cars  and  limos. 

Many  of  them  save  up  all  year  to  come  here .  But  they're 
different,  yeah,  they  are  cheap!  But  the  money  all  evens  out 
because  there  are  so  many  of  them. 

Comdex  guys?  I've  noticed  a  lot  of  lonely  guys,  yes, 
that  are  stressed  out.  They  come  here  and  relax.  This  is  a  place 
where  they  can  get  away  from  it  all,  kick  back,  and  forget 
their  worries.  ■ 
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40^  was  a  project 
manager.  He  was 
supposed  to  be  our  mother,  to  make 
sure  we  got  a  job.  But  he  did  zilch, 
zero,  nothing. 

There  were  a  few  openings  I  applied 
for,  but  in  each  case  I  never  got  beyond 
the  inquiry.  You  would  go  through  a  girl 
in  the  human  resources  department,  and 
she  would  say,  "Fine,  I'll  contact  the  man- 
ager." But  each  time,  she  would  get  back 
and  say  something  like  the  job  was  filled 
or  the  project  fell  through  and  the  job 
doesn't  exist  anymore. 

But  I  think  the  real  issue  was  salary.  If 
you're  an  EDS  manager,  you  have  your 
own  profit  and  loss,  so  why  would  you 
hire  a  guy  like  me?  You  say,  "Geez,  this  guy 
is  making  $80,000  a  year.  I  can't  pay  that." 
My  chances  of  being  hired  were  slim  and 
none.  At  EDS  each  project  is  a  profit  cen- 
ter. When  the  project  manager  takes  over, 
he  has  to  make  money. 

I  think  it  was  salary,  and  age.  But  an 
employer  does  not  have  to  tell  you  that. 
They  don't  have  to  say,  "This  other  guy  is 
32  years  old." 

So  I  took  retirement,  which  I  didn't 
want  to  do.  The  magic  age  for  full  retire- 
ment benefits  was  59'/2.  Retiring  at  55 
meant  getting  about  75%  of  the  package, 
about  $20,000  less  a  year. 

Now  I  do  temporary  work.  I  don't  get 
in  the  car  every  day  and  go  beat  on  doors. 
And  I  don't  take  all  that  I'm  offered.  One 
job  was  for  three  days.  That's  almost  not 
worth  getting  dressed  for.  I  like  to  com- 
plain about  the  $20,000,  but  I  don't  mind 
being  off  now  and  then. 

But  I've  gone  through  my  severance, 
and  I'm  already  dipping  into  my  goodies. 

Not  long  ago  I  was  standing  in  line  at 
a  Chinese  restaurant  near  the  University 
of  Houston,  where  I  was  doing  some  work 
installing  PCs  on  professors'  desks.  There 
in  front  of  me  was  Les  Hodges,  the  former 
CIO  of  Texaco.  He  and  I  go  back  a  long 
way;  I  knew  him  from  almost  day  one,  and 
he  retired  just  as  I  was  getting  into  PCs. 
So  he  knows  me  as  a  mainframe  guy. 
He  was  with  an  IT  professor — Rudy 
Hirschheim.  We  got  to  talking.  I  think  it 
was  Rudy  who  said  he  knew  a  guy  getting 
involved  in  Year  2000  consuUing.  I  said, 
"Fabulous,  I'll  take  any  lead  I  can."  I've 
contacted  him,  and  he  said  he  has  noth- 
ing to  offer  yet.  I'm  waiting.  ■ 


'^  1997  Iomega  Corporation. 


(E-mail  Box) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  archive  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


rt  _  33  ■^  house  and  live  in  the  base- 
IXuU  ment.  She  let  me  live  there  for  ft-ee. 
But  the  worst  thing  was  I  had  to  eat  my 
meals  with  her:  whitefish  on  Monday, 
boiled  tongue  on  Tuesday,  macaroni  on 
Wednesday.  A  friend  sold  me  a  car  for  one 
dollar,  a  1965  Mercury  Colony  Park  sta- 
tion wagon.  My  friends  called  it  the  Cleo- 
patra barge  because  it  was  as  big  as  a  boat. 
In  1978  the  market  was  conservative, 
and  I  was  green  and  broke.  Now  every- 
thing has  changed.  The  market  is  hot  and 
is  going  to  stay  that  way  for  a  while.  It's 
just  too  healthy  across  the  board.  We  don't 
just  have  Boeing  anymore.  Now  I'm  so 
busy  I  can  hardly  see  straight.  My  partner, 
Katharine  Gibson,  and  I  had  nine  closings 
this  month,  with  a  total  value  of  about  $6.8 
million.  There  were  times  this  past  spring 
that  Katharine  and  I  would  go  40  or  50 
days  without  a  day  off.  You  finally  get 
to  the  point  where  you  turn  to  your 
partner  and  say,  "If  you  make  me  work 
one  more  day,  I'm  going  to  call  all  our 
clients  and  tell  them  what  I  really  think 
of  them."  ■ 


\jl  U  V  V  sabbaticals.  It  was  against  the 
rules,  but  I  wasn't  comfortable  with  taking 
two  months  off,  and  I  was  on  email  at  that 
time.  I  didn't  particularly  get  involved,  and 
I  didn't  have  to  be  on  it.  I  was  off  skiing. 
I  was  going  to  get  on  anyway  to  get  junk 
news.  I  couldn't  resist.  I  pulled  up  my  mail- 
box and  got  the  stuff  and  answered  a  few 
things.  It  was  like  I  never  left.  ■ 


McDaniel 


26  M  telephone.  I  don't 
travel  with  a  beeper  or 
phone  because  I  just  don't  want  to  be 
found  that  much. 

I  think  I'm  a  little  bit  introverted, 
and  I  need  some  peace  and  quiet.  Also,  I 
have  two  small  children  at  home  and 
almost  never  get  time  for  myself.  That's 
not  to  say  that  I  don't  believe  that  women 
have  to  be  wired,  particularly  in  the  pro- 
fessional world. 

If  women  don't  know  how  to  use  this 
technological  stuff,  they're  going  to  be  left 
behind.  And  I'm  not  planning  on  being 
left  behind.  ■ 
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SIEMENS 


Striving  for  success,  you  need  the  right 
partner  with  you  at  every  step. 


Siemens  Microelectronics  is 
your  partner  for  every  stage  of 
design  and  delivery. 

Dedicated  to  investing  time  and  resources 
to  build  long  lasting  relationships  with  our 
customers,  we're  there  from  start  to  finish 
to  ensure  optimized  solutions  for  all  your 
future  designs. 


Our  new  systems  divisions  work  with 
you,  offering  local  support  when  you 
need  it. 

These  new  divisions  provide  design  con- 
sultation in  Communications,  Automotive, 
Computer  &  Peripherals,  Industrial  Control 
and  Consumer  Electronics,  We  guide  you 
through  our  range  of  products  to  find  the 
perfect  solution  for  your  application. 


We  meet  your  needs  for  more  innova- 
tive, integrated  products  through 
advanced  technology  leadership. 

Siemens  has  consistently  achieved  tech- 
nological firsts  through  our  ongoing 
R&D  efforts.  This  is  exemplified  in  our 
leadership  in  advanced  ISDN,  Smart  Cards, 
32-bit  Microcontrollers  and  DRAM  Technology 


Siemens      Microelectronics 


i 


;ommunications 

Internetworking  ICs 

Fiber  Optics/Lasers 

RF  Discretes  &  Wireless  ICs 

Optocouplers/SSRs 

ISDN  ICs 


Automotive 

•  Smart  Power  ICs 

•  Discretes 

•  Microcontrollers 

•  Display  Indicators 


a 


Computer  &  Peripherals 

•  Embedded  DRAMs 

•  Microcontrollers 

•  Custom  Optoelectronics 

•  Discretes 
Smart  Power  ICs 


Industrial  Control 

•  Display  Indicators 

•  CAN  Microcontrollers 

•  Optocouplers 

•  Smart  Power  ICs 


Consumer  Electronics 


HDTV/SDTV 
OAM/QPSK  Processors 
Picture-in-picture 
Monitor  Deflection 
IR  Components 


Our  network  of  woridwide  fabs  meets 
your  growth  and  time-to-market  needs 

This  global  presence  gives  us  added 
resources  to  deliver  the  solutions  you 
want,  when  and  where  you  need  them 
nnost.  And  our  new  US  fab  with  .25|j 
technology  is  the  next  step  in  our 
commitment  to  making  our  resources 
more  readily  available  at  the  local  level. 


We  apply  years  of  experience  In 
system  application  solutions  to 
your  individual  application  needs. 

Our  engineers  have  worked  closely 
with  some  of  the  world's  largest  and 
most  demanding  customers,  resulting  in 
a  wealth  of  knowledge  and  system  exper- 
tise. So  no  matter  what  your  application, 
we  can  help  you  find  the  right  solution. 


A  new  name,  a  new  way  of  doing  business. 

Discover  how  we  can  help  you  with  our  range 

of  products.  For  more  information  visit 

www.smi.siemens.com 

or  call  1-800-777-4363 

Siemens  Microelectronics 

Your  panner  tor  winning  soiuiions. 
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Alamo  features  fine  General  Motors  <ars 
like  this  Chevy  Monte  Carlo. 


Join  the  Alamo  Small  Business 

Benefits  Program. 

Now  your  sniall-to-midsize  company  can  command  dramatic  savings  on  Alamo®  car 
rentals,  without  the  obligation  of  a  corporate  contract.  Here's  what  you'll  get: 

•  25%  off  Alamo  Business  Plan  rates  •  No  volume  commitment  •  Free  Quicksilver^*^ 
service  worth  $50  annually  per  traveler  •  Free  tank  of  gas  •  Unlimited  free  mileage* 

•  Reduced  airport  fees  •  No  city  surcharges  •  $3,000  CDW  deductible^*  No  charge 

for  additional  drivers  •  Frequent  flyer  rewards  •  True  Blue^*^  rewards 

that  earn  points  toward  free  travel 

Membership  is  free.  So  join  Alamo's  Small 

Business  Benefits  Program,  and  start  cutting 

travel  costs  without  compromising. 

Call  1-800-943-8800.  For  interactive 

reservations  access  us  at  wrw^v.goalamo.com 

When  it's  your  time  and  money 


Alamo' 


Travel  Smart 


SM 


*Wlien    returned    to    city    of  rental.   "|"Maxinium    limit   on   your   personal 
responsibility  for  rental  car  damage,  loss  of  use  or  theft,  should  CDW  be  declined. 


©  1997,  Almo  Rail-A-Or.  h(. 
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Ray  Ozzie 

Creator  of  Lotus  Notes 
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Jerry  Yang 

Chief  Yahoo 
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Tim  Paterson 
Creator  of  DOS 
'  PACE  70 


Damen  Smith 

Technical  Support  Person 


John  Marl(off 

Technology  Reporter 


Mil 


John  Perry  Barlow 

Lyricist 
PAGl  62 


William  J.  Bratton 

Police  Commissioner 


Dennis  Fong 

Computer  Game  Champion 


Natan  Sharansky 
Political  Prisoner 


Paul  Graham 

Programmer 


Tim  Berners-Lee 

Web  Inventor 

t'Aul  b^ 


'OU  LOOK  UP  FROM  THE  SCREEN  tO  a  dim 

light,  squint  out  the  window  into  a  new 
'  day,  and  realize  you've  just  spent 
another  night  in  cyberspace.  The  com- 
muters drive  past  on  their  way  to  work, 
the  planes  rise  into  the  smoggy  sky,  and  chil- 
dren dance  their  way  to  school.  What  is  this 


place?  You  know  it  well,  and  yet  somehow  it 
seems  more  transient,  less  real  than  the  digi- 
tal world  you  just  left.  You  know  that's  not 
right,  but  each  day  as  you  travel  its  electronic 
byways,  internalize  its  culture,  establish  rela- 
tionships online,  the  Net  seems  more  and 
more  like  home.  But  it  can't  be,  can  it? 
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RAY  OZZIF 


Breakfast 

Revolution 


Bill  Gates  has  said  that  Ray  Ozzie,  42,  is  "one  of  the  top  five 
programmers  in  the  universe."  Ozzie  is  the  creator  of  Lotus 
Notes.  Currently,  he  runs  Rhythmix,  a  software  startup. 

|N  1993  I  DECIDED  TO  DO  AN  experiment  using  myself  and 
my  family  as  guinea  pigs.  I  put  a  Tl  line  in  my  house  and 
put  computers  everywhere.  I  just  wanted  to  see  how  it 
would  affect  our  lives.  The  biggest  thing  I  discovered  is 
that  I  was  the  worst  problem.  I  am  a  compulsive  email 
checker.  When  I  walked  by  a  computer,  I  just  had  to  see 
if  there  was  something  new  waiting  for  me.  I  was  afraid  I'd 
fall  behind.  So  I  was  checking  in  all  the  time  while  my  fam- 
ily watched  me,  shaking  their  heads,  giving  me  a  lot  of  grief. 
They,  meanwhile,  were  mostly  unaffected. 

I  talk  to  my  wife  in  the  morning  over  coffee.  Until  recently, 
out  of  the  corner  of  my  eye,  I  would  also  sort  of  watch  morn- 
ing TV  and  scan  my  email  and  drink  coffee.  Then  I  stopped 
sitting  at  the  kitchen  table  with  her.  I  just  went  to  the  cor- 
ner where  the  PC  was  set  up,  and  worked  on  email  and  caught 
up  on  news  on  the  Web.  I  was  isolating  myself  further  into 
the  technology,  away  from  my  home. 

Of  course,  I  could  have  stopped  myself,  but  then  tech- 
nology came  along  and  helped.  About  a  year  and  a  half  ago, 
IBM  came  out  with  the  ThinkPad  560.  It  is  a  small,  thin 
thing.  I  outfitted  my  house  with  a  wireless  LAN,  and  now  I 
have  the  ThinkPad  sitting  on  the  table  in  the  kitchen.  It  sits 
there  unobtrusively,  has  a  great  battery  life  and  operates 
wirelessly.  Now  I  can  sit  at  the  table  with  my  wife  and  sort 
of  browse  via  the  computer,  as  if  I  were  sitting  with  her  read- 
ing the  morning  paper.  It's  not  as  obnoxious.  I  think  she 
likes  it  better,  too.  The  ThinkPad  absolutely  sold  me  on 
the  notion  that  information  appliances  will  arrive  and  make 
things  better,  even  for  compulsive  users  of  technology  like 
me.  No,  it's  not  perfect  yet.  Small  is  good,  but  it  should  be 
made  of  rubber.  When  it  falls  off  the  table  because  one  of 


my  kids  knocks  it  off,  I  should  be  able  to  pick  it  up,  as 
opposed  to  picking  up  the  pieces.  There  should  be,  instead 
of  wires  and  ugly  battery  chargers,  recharger  bowls — some- 
thing that  is  more  natural  to  home  settings.  We  always  hear 
about  how  these  things  will  become  an  appliance  operating 
in  our  lives  as  easily  as  telephones;  that's  easier  for  me  to 
see  now. 

We're  more  intolerant  of  inefficiency.  For  one  example,  I 
needed  a  certified  check  the  other  day.  I  rarely  have  to  go  to 
the  bank  anymore,  but  it  took  40  minutes  from  the  time  I 
parked  my  car  to  when  I  drove  oft,  just  to  get  this  stupid  cer- 
tified check.  In  the  old  days — and  this  isn't  too  long  ago — it 
would  have  been  fine,  expected.  Now,  it  seemed  to  take  for- 
ever; I  became  so  frustrated.  We  have  total  control  over  our 
ability  to  get  frustrated,  but  the  frustration  is  self-propagat- 
ing. The  speed  that  we  operate  at  now  is  making  us  more  and 
more  impatient. 

We  will  cope  with  it,  eventually,  but  it  may  take  another 
generation.  Generation  Y  will  cope  better  than  we  do.  It  will 
probably  be  second  nature  for  my  kids.  They  are  growing  into 
this  environment  as  opposed  to  having  to  deal  with  a  tran- 
sition from  a  very  different  world.  It  will  exist  and  we  will 
take  it  for  granted. 

I  have  a  couple  of  really  big  concerns.  I  am  really,  really 
concerned  that  we  are  not  preparing  ourselves  as  a  society 
for  the  fact  that. all  of  this  communication  is  going  to  create 
political  and  social  issues  that  have  not  been  addressed.  We 
talk  but  don't  do  anything  about  the  fact  that  there  will  be 
more  and  more  commercial  and  governmental  exploitation 
of  surveillance  technologies  and  digital  artifacts. 

I  don't  think  we  know  the  questions  to  ask.  I  think  tech- 
nologists tend  to  do  things  because  they  can  be  done.  We 
build  little  devices  without  regard  to  how  they  will  be  used. 
I've  built  a  lot  of  these  devices  and  I  can't  stop  tliinking  about 
the  implications.  It  worries  me.  ■ 
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DENNIS  FONR 


Is  This  Your 

Life  or  Wliat? 


Dennis  Fong,  computer  game  champion,  is  the  best  com- 
puter game  player  in  the  world.  In  the  summer  of  1997  Fong, 
20,  won  $5,000,  a  computer  system,  and  a  Ferrari  for  being  the 
Quake  champ  at  the  E3  computer  gaming  conference  in  Atlanta. 

SOMETIMES  PEOPLE  ASK  ME  FOR  my  autograph,  and  it's 
just  too  strange,  you  know?  Like,  huh?  You  want  my 
autograph?  And  then,  when  I'm  signing  it,  it's  like: 
L  Am  I  supposed  to  sign  it  Dennis  Fong  or  Thresh? 
I  I  was  nicknamed  Threshold.  Like  threshold  of 
fear,  threshold  of  pain.  But  then,  when  I  went  to 
an  online  game  server,  it  wouldn't  let  me  fit  my  whole  name. 
So,  I  shortened  it.  I  mean,  people  used  to  call  me  Thresh  any- 
way because  Threshold  is  kind  of  a  long  name  to  type.  But 
you  know,  I  just  shortened  it  to  Thresh,  and  then  like  a  week 
later,  I  looked  it  up  and  the  definition  was  "to  strike  repeat- 
edly." I  thought  it  was  pretty  cool. 

Gaming's  a  good  way  to  vent  your  frustrations.  If  you  want 
to  kick  someone's  ass  because  they  did  something  to  you,  you 
can  go  online  and  blow  away  a  whole  bunch  of  people — have 
fun,  start  laughing,  right?  Oh,  yeah,  that's  so  fun.  You  don't 
shoot  someone  online  and  then  think  you're  going  to  actu- 
ally go  off  and  kill  someone.  Then  I'd  probably  be  like  the 
most  violent  person  in  the  world,  you  know? 

The  whole  point  of  Quake  is  to  grab  a  weapon  and  then 
hunt  down  your  opponent.  I  usually  warm  up  by  shooting 
nothing.  Then  I'll  just  jump  into  a  game  —  that's  how  I  prac- 
tice. I'm  currently  the  best  game  player  in  the  world  because 
of  natural  ability.  I  mean,  not  to  sound  cocky  or  anything, 
but  everyone  has  a  certain  plateau  they  can  reach.  Someone 
can  play  12  to  15  hours  a  day,  and  they  don't  really  get  any 
better.  But  me,  you  know,  I  have  an  inhuman  ability  to  know 
my  opponents'  next  move. 

I  always  know  where  my  opponent  is.  And  there's  no  way 
to  really  outsmart  that  ability.  I  have  really,  really  quick 
reflexes.  Even  if  someone  is  hiding,  I  can  hear  where  the  shot 


came  from  and  shoot  back  a  split  second  later.  I  just  pick 
up  on  things.  I  kind  of  know  what  the  other  person's  feel- 
ing. I'm  always  one  step  ahead  of  them.  I'm  good  on  all  the 
levels,  whereas  some  of  the  people  are  only  good  on  one  level. 
And  I'm  good  with  all  the  weapons.  And  I'm  good  against  all 
styles.  You  know,  some  people  are  really,  really  aggressive,  and 
some  people  are  really,  really  defensive.  I'm  good  against  either 
one,  and  I  mix  mine  up. 

Going  into  E3  in  Adanta,  I  wasn't  really  expecting  to  win. 
I  didn't  want  to  go  in  expecting  to  win  and  then  be  disap- 
pointed, even  though  I  was  the  favorite.  So  I  said,  well,  as  long 
as  I  place  in  the  top  four,  I'll  at  least  get  some  cash.  I'd  still 
be  a  little  bit  upset  with  myself.  But,  you  know,  whatever. 

All  of  the  top  players  were  there.  But  there  wasn't  quite 
as  much  animosity  as  I  expected.  Sometimes  there  are  peo- 
ple you  don't  get  along  with  online.  And  then  you  have  a  rift. 
But  everyone  had  cleared  the  slate.  We  all  started  new  and  it 
was  really  cool.  It  was  like  one  of  my  greatest  competitors, 
whose  name  is  Entropy,  was  interesting.  I  had  breakfast  with 
him  several  times. 

The  final  match  was  pretty  intense.  You  know,  I  could 
see  the  change  of  styles.  In  a  semifinal  match.  Entropy  was 
down.  With  only  a  few  minutes  left,  I  saw  him  charge  reck- 
lessly. He  was  able  to  kill  the  guy,  and  he  ended  up  winning. 
So  when  I  was  playing  him,  I  was  up  7  to  0  with  about  seven 
minutes  left.  I  knew  right  away  he  would  be  coming  after  me. 
So  I  changed  my  style  and  waited  for  him  to  come.  Like  I 
would  trap  him  in  a  room,  and  then  he'd  be  forced — because 
he  was  down  —  to  be  the  one  that  comes  around  the  corner 
and  starts  shooting.  But  I'd  be  shooting  at  the  corner,  so  he 
had  nothing  to  do  but  take  the  first  shot  in  the  face.  That's 
how  I  ended  up  winning. 

A  kid  winning  a  Ferrari  is  a  pretty  big  deal.  It  doesn't  hap- 
pen every  day.  It's  weird.  I'm  learning  how  to  drive  a  stick  shift. 
I'm  just  kind  of  driving  the  car  around.  I  haven't  driven  very 
far,  just  because  I'm  not  totally  sure  of  my  stick  skills.        ■ 
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JERRY  YANG 


Turn  On  Jype  In 

and  Drop  Out 


Jerry  Yang,  29,  is  cofouflder  of  Yahoo.  In  1 994,  together  with 
David  Filo,  he  started  the  company  to  keep  track  of  his  per- 
sonal interests  on  the  Web.  Since  then,  Yahoo  has  reached  a 
market  cap  of  more  than  $2  billion.  Yang  serves  as  the  com- 
pany's Chief  Yahoo. 

IT  WAS  REALLY,  REALLY  HARD  TO  LEAVE  the  Ph.D.  program 
at  Stanford.  I'm  not  a  quitter.  We — David  Filo  and  I — 
could  have  put  Yahoo  off  for  six  months,  finished  our 
dissertations.  But  we  thought  we  might  miss  the  time 
window.  It  still  bothers  me.  It's  a  personal  goal  that  I 
never  finished.  But  on  the  other  hand,  had  I  finished  my 
thesis,  what  impact  would  I  have  had?  Maybe  100  people  in 
the  world  would  have  read  it.  And  understood  it?  Maybe  5. 
And  I  probably  wouldn't  use  the  thesis  much  because  I  would 
go  out  and  work  on  something  completely  different.  Whereas 
the  attraction  to  Yahoo  was  that  millions  of  people  were  going 
to  read  what  we  produced.  And  that,  to  me,  is  sort  of  like 
a  drug. 

There  was  a  lot  of  information  out  there  on  the  Web  that 
nobody  could  tame,  but  we  were  really  able  to.  David  was 
great  at  it.  He  was  really  good  at  being  able  to  consolidate 
that  information.  That  was  when  we  realized  the  power  of  the 
Internet.  The  more  information  became  networked,  the  more 
people  used  the  Internet,  the  more  powerful  it  became. 

So  we  began  to  index  all  of  the  information  we  were  find- 
ing on  the  Web  just  for  fun.  You  could  call  it  a  hobby,  you 
could  call  it  a  passion.  Call  it  instinct.  But  it  wasn't  really  busi- 
ness. We  weren't  making  money  doing  it,  and  we  were  actu- 
ally forsaking  our  schoolwork  to  do  it.  In  the  end  it  was  sort 
of  just  the  purity  of  the  Internet,  and  its  ability  to  influence 
tens  of  millions  of  people  very  rapidly,  that  got  us  really,  really 
jazzed  about  doing  what  we  were  doing. 

In  many  ways,  we  outlasted  our  earlier  competitors.  We 
had  so  much  time  to  work  on  it  because  we  were  being  paid 
by  our  grant.  We  were  more  rigorous  and  we  had  time  to 
waste.  If  we  were  writing  a  newspaper  or  even  writing  a 
magazine — where  it  took  a  while  for  us  to  see  the  results — 


it  probably  wouldn't  have  been  as  interesting  to  us.  The  fact 
was,  when  we  published  something,  the  hits  came.  When 
we  were  tired  and  didn't  want  to  do  it  anymore,  we'd  see  the 
logs  going  up  like  crazy.  Well,  we  couldn't  stop. 

In  1994  we  heard  about  Netscape  Communications  being 
funded  and  how  they  were  releasing  Navigator  as  a  com- 
mercial product.  It  was  amazing  how  many  Internet  startup 
ideas  were  being  generated  within  a  very  close  community 
of  friends  at  school.  And  for  a  while,  we  were  sitting  there  lit- 
erally writing  business  plans  for  Internet-based  businesses 
while  on  the  side  working  on  Yahoo,  thinking,  That's  never 
going  to  be  a  business.  So  we  did  shopping  malls.  We  did 
booksellers.  We  actually  designed  a  system  where  you  could 
inventory  and  order  books,  similar  to  Amazon.com  today. 

But  at  the  time,  we  didn't  realize  the  thing  that  we'd  been 
working  on  for  fun  was  going  to  be  the  one  that  succeeded. 
But  finally  we  realized  that  if  we  stopped,  then  all  those  peo- 
ple using  Yahoo  would  go  away  and  they  wouldn't  have  any- 
thing. We  felt  we  were  offering  a  service  that  people  really 
wanted.  And  that's  what  got  us  thinking  about  it  as  a  business. 

Our  biggest  challenge  was  the  change  from  grad  students 
to  entrepreneurs.  We'd  never  done  any  of  these  things  before. 
We  didn't  know  the  right  protocols.  We  said  things  that  we 
weren't  supposed  to  say.  And  the  whole  money  thing,  it's  still 
weird.  People  don't  believe  it  when  I  say  we  didn't  do  it  for 
the  money.  But  I  lived  on  $19,000  a  year  as  a  grad  student 
and  1  could  live  on  $19,000  today.  It's  nice  to  know  that  your 
family  is  provided  for,  but  the  money  isn't  that  important. 

My  family  is  very  close.  My  brother  and  1  still  go  home 
every  Sunday  to  Mom.  She  cooks  dinner.  And  she  packs  it  up 
for  us  to  take  for  the  rest  of  the  week.  I  think  that  a  lot  of 
people  who  meet  me  say  I'm  basically  a  normal  guy.  I  am.  I 
don't  know  how  else  to  be  other  than  who  I  am.  Hopefully, 
no  amount  of  money  or  fame  will  change  that.  It's  unfortu- 
nate that  people  do  change  because  of  external  circumstances. 
If  I  want  to  change,  it  should  be  an  intrinsic  change.  Maybe 
that  came  out  of  all  die  years  in  the  Ph.D.  program — just  sort 
of  thinking.  ■ 
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SPENDING 


$ 


on  CORNFLAKES 

IS  a  VERY 

SMART  MOVE. 


AmERITRADE  announces  the  lowest 
commissions  — anyway  you  trade  it. 


trades 


touch-rone 
phone  trades 


broker-assisted 
trades 


Commissions  are  flat  rate.  No  limit  on  shares  traded. 


If  high  commissions  are  tai<ing  a  big  bite  out  of  your 
portfolio,  maybe  it's  time  to  take  a  look  at  Ameritrade. 
Because  whether  you're  buying  100  shares  of  Kellogg's, 
or  1,000,  with  Ameritrade  your  commission  for  an 
on-line  trade  is  always  the  same — $8  flat. 

No  matter  how  you  look  at  it,  Ameritrade  offers 
the  lowest  commissions  of  any  other  deep  discount 


broker.  On-line  trades  are  $8.  Touch-tone  trades 
are  $12.  And  broker-assisted  trades  are  only  $18. 
Our  25-plus  years  in  the  business  taught  us  a  few 
things.  Like  how  to  deliver  the  lowest  commissions, 
not  for  a  "limited  time  only,"  but  for  the  long  haul. 
So  this  morning  after  breakfast,  give  Ameritrade 
a  call.  Once  you  do,  you'll  see  that  saving  money 
with  every  trade  you  make  is  one  sweet  deal. 

/\  Ameritrade' 

SMARTEST  WAY  TO  TRADE.    PERIOD. 


Call  Ameritrade  now,  and  your  first  5  trades  are  commission-free!  Call  1-800-870-9662. 

Or  visit  our  website  at  www.ameritrade.com 


Member  NASD/SIPC  •  $2,000  minimum  equity  required  to  open  your  account  •  Limit  orders  are  an  additional  $5.00  •  SIPC  account  protection  is  $500,000  with 
$100,000  for  cash  claims.  $10  million  additional  account  protection  provided  •  Copyright  1997.  Ameritrade,  Inc.  •  Kellogg's  is  a  registered  trademark  of  the  Kellogg  Co. 
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ARNO  PENZIAS 


Revenge  of 
the  Have-LRtles 


Arno  Penzias,  64,  scientist  and  winner  of  the  1978  Nobel  I  former  group  will  naturally  have  better  facilities.  But  faster 
Prize  in  physics  for  his  work  in  radio  astronomy  confirming  technology  won't  make  users  much  smarter  or  breathe  life 
the  big  bang  theory,  was  until  recently  vice  president  of  research      into  a  flaky  business  proposition.  Time  after  time  I've  seen 


at  AT&T's  Bell  Labs  (now  Lucent  Technologies). 

OING  BACK  at  what  I  was  writing  just  a  few 
;ars  ago  makes  me  realize  how  far  tech- 
ology  has  advanced.  Things  have  moved 
)  fast,  we  have  so  much  technology  now, 
that  it's  gotten  to  the  point  where  high 
tech  wishes  come  true:  You  decide  you 
want  your  computer  to  speak  to  every  other 
computer  in  the  world,  and  it's  done. 

But  even  Albert  Einstein  could  take  only  300 
bits  per  second.  No  human  being  can  take  in 
more.  It's  easy  to  dump  a  lot  of  undigested  infor- 
mation over  the  wall  at  somebody.  When  I  was 
working  at  a  big  organization  like  Bell  Labs,  I 
would  occasionally  get  half-inch-thick  piles  of 
paper  collected  by  colleagues  who  had  attended 
one  scientific  conference  or  another.  Instead  of 
reading  and  synthesizing  the  material,  they  would 
simply  have  a  secretary  copy  the  entire  thing  and 
pass  it  out  indiscriminately.  The  bandwidth  was 
huge;  the  usefulness  just  about  nonexistent. 

I  think,  in  the  long  run,  technology  makes  us 
what  we  are  already,  only  more  so.  Lazy  people 
will  be  lazier,  smart  people  will  be  smarter.  Mov- 
ing data  faster  doesn't  really  enter  into  it.  It's  like 
speeding  up  in  a  car  when  you're  lost;  the  result 
usually  just  enables  you  to  get  lost  over  a  wider 
area.  And  while  I  may  be  interfering  with  some 
people's  religious  fervor  about  the  Internet,  I 
believe  that,  most  likely,  users  divide  up  between 
those  willing  to  spend  money  to  save  time  and 
those  willing  to  spend  time  to  save  money,  just 
as  in  the  phone  business  over  the  years.  The 


this  new  era  of  ours  allow  the  have-a-littles  to  beat  the  pants 
off  the  have-a-lots.  ■ 
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DAMFN  SMITH 


Computers 
Saved  Me 


Damen  Smith,  36,  is  a  technical  support  person  for  Microsoft. 
He  spends  his  days  answering  phone  calls  and  thanking  tech- 
nology for  giving  his  life  direction  and  stability. 


GREW  UP  IN  Newark,  New  Jersey.  We  weren't 
ghetto  and  we  weren't  really  middle  class.  I 
had  it  pretty  good.  It  was  when  I  went  to 
junior  high  that  I  experienced  bad  things. 
It  was  tough  being  a  smart,  black  male 
in  a  black  community.  I  didn't  understand 
what  was  going  on,  but  you  were  either  gay 
or  a  wannabe  or  a  sellout.  They  used  to  call  me 
Mr.  Computer  in  school,  even  though  I  never 
touched  a  computer  back  then.  I  don't  even  think 
there  were  any  around.  They  just  called  me  that 
because  I  was  smart. 

I  was  doing  well  in  school,  but  there  came  a 
time  when  my  grades  slumped  because  of  domes- 
tic problems.  I  couldn't  concentrate,  and  my 
whole  reality  was  just  gone.  I  don't  really  want  to 
talk  about  it.  Let's  just  say  that  my  parents 
betrayed  us.  They  lived  more  for  their  own  self- 
interest  than  for  their  offspring.  My  dad  was  never 
around.  It  turned  out  he  had  other  women  and 
other  kids.  I've  tried  to  contact  my  mom.  But  my 
last  birthday  passed,  and  everyone  was  calling 
me  to  wish  me  a  happy  birthday,  and  she  didn't 
call.  I  said,  that's  it.  So  my  mom  and  I  don't  talk. 
I  left  home  at  16  and  went  to  live  with  rela- 
tives for  a  while.  I  went  into  the  military  when 
I  was  23.  When  I  got  out  three  and  half  years 
later,  I  decided  to  go  to  the  Center  for  the  Media 
Arts  in  New  York  City  and  to  work  my  way 
through  school.  Then  1989  happened.  That  was 
the  worst  year  of  my  entire  life.  Everything  fell 
apart.  My  mother  decided  to  go  with  her  Pente- 


costal troupe  up  and  down  the  eastern  seaboard  to  preach 
the  Word.  She  just  did  it  without  warning.  So  everyone  liv- 
ing in  our  house  had  to  find  some  other  means  of  living.  My 
friends  weren't  there  for  me.  All  I  needed  was  a  place  ►  76 
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Photography    by    Michael    Moore.    Microsoft    Corporate    Photographer 


With  the  Veto  handheld  PC,  carrying  your  work 
around  has  never  been  easier  It  runs  Microsoft 
Windows  CE  and  pocket  versions  of  Word,  Excel 
and  Internet  Explorer  And  with  its  built-in  modem, 
you  have  everything  you  need  to  access  e-mail, 
send  faxes  and  surf  the  Web.  Now  you  can  work 
just  the  way  you  work  on  your  office  PC,  no  matter  where  you  happen  to  be. 

For  more  details  on  the  product  that's  won  awards  from  PC  Magazine  and 
Byte  magazine,  call  1  -888-FOR-VELO  or  visit  our  Web  site  at  www.velo  1  .com. 
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WILLIAM  J.  RRATTON 


Blood,  Sweat, 
and  Databases 


William  J.  Bratton  was  the  New  York  City  police  commissioner 

hired  by  Mayor  Rudolph  Giuliani  in  1994  to  remake  the  NYPD. 
Between  1993  and  1996,  largely  due  to  Bratton's  COMPSTAT  pro- 
gram, serious  crime  in  New  York  City  dropped  by  37%.  Bratton, 
50,  is  now  president  of  First  Security  Consulting  in  New  York  City. 

RUDOLPH  Giuliani  came  to  office  on  a  campaign 
I  promise  to  do  something  about  crime  and  about 
'  the  schools  and  about  the  loss  of  jobs  in  the  city. 
That's  what  I  was  hired  to  do,  to  read  his  vision  that 
something  could  be  done  about  crime  in  New  York. 
%  As  serious  as  real  crime  is,  rape,  robbery,  etc.,  the 
thing  that  was  actually  fueling  a  lot  of  the  fear  was  what  peo- 
ple experienced  every  day,  the  affronts  to  their  sensibilities. 
Three  and  a  half  million  people  ride  the  subway  in  New  York 
every  day,  and  by  1990  there  were  225,000  fare  evasions  every 
day.  So  your  chances  were  very  high  of  seeing  somebody  beat 
the  fare  as  you  were  slipping  your  token  into  the  slot. 

The  negative  impressions  people  had  about  New  York  City 
were  reinforced  every  time  they  stepped  out  the  door: 
prostitution  on  the  corner,  drug  dealing,  the  streets  always 
dirty.  As  a  young  sergeant  in  Boston  in  the  1970s,  I  was 
surprised  to  find  that  what  people  were  complaining  to  me 
about  weren't  the  serious  crimes,  but  minor  things  that  Amer- 
ican policing  wasn't  paying  a  lot  of  attention  to,  things 
that  were  disturbing  to  them  and  were  deteriorating  their 
neighborhoods. 

To  prevent  crime,  we  needed  to  know  where  it  was  occur- 
ring. So  we  developed  a  four-step  process  that  is  the  mantra 
of  the  NYPD:  Timely,  accurate  intelligence;  rapid  response  to 
what  that  intelligence  tells  you;  effective  tactics  to  deal  with 
the  identified  problem;  relentless  follow-up  to  see  how  you're 
doing.  You  could  apply  those  four  steps  to  anything. 

NYPD  was  doing  none  of  that.  So  in  a  couple  of  months, 
we  very  quickly  developed  a  process  of  getting  crime  infor- 
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mation  and  then  all  other  types  of  information.  Initially  it  was 
pencil  and  paper,  but  we  finally  geared  up  our  computer  sys- 
tems [COMPSTAT]  so  that  we  could  get  everyday  crime  sta- 
tistics from  all  over  the  city — and  then  respond  rapidly.  The 
police  precinct  commander  was  now  empowered  because  he 
was  getting  the  same  information  that  we  were  getting  at  head- 
quarters, and  he  could  respond  rapidly  with  his  resources. 

So  we've  developed  a  process  of  inclusion,  sharing,  flat- 
tening the  organization.  We  also  got  a  process  to  identify  our 
superstars.  Within  my  first  year  we  replaced  more  than  half 
of  the  precinct  commanders.  And  you  can't  hide.  This  is  all 
bright  lights.  You  don't  need  anybody  other  than  your  peers 
to  see  if  you're  full  of  shit. 

You  could  use  COMPSTAT  to  manage  a  whole  city,  bring 
all  your  department  heads  in  once  a  week,  share  visions.  In 
a  way,  our  accomplishment  is  analogous  to  the  Battle  of 
Britain  in  World  War  II.  Hitler's  ready  for  the  final  push,  and 
he  starts  sending  the  bombers  over  Britain.  Britain's  got  only 
650  fighters  to  cover  the  whole  country  and  Hitler's  sending 
thousands  of  bombers,  and  you  never  know  where  they're 
going  to  hit.  But  the  British  have  timely,  accurate  intelligence. 
They  have  radar.  Very  primitive,  but  able  to  track  where  those 
bombers  are  heading.  So  then,  rapid  response:  From  airfields 
all  over  Britain,  fighters  are  brought  to  where  the  German 
bombers  are  going.  And  then,  effective  tactics.  And  relentless 
follow-ups.  You  always  see  those  movies  where  the  pilots  land 
and  immediately  go  into  debriefing.  How  did  you  knock  down 
this  plane?  What's  the  weak  spot  in  the  formation?  That's  what 
COMPSTAT  is  all  about. 

The  results  speak  for  themselves  in  New  York.  As  of  last  sum- 
mer, murders  were  down  about  another  20%.  My  sense  is  that 
by  the  end  of  the  decade,  crime  in  the  city  easily  can  get  down 
to  levels  75%  lower  than  they  were  in  1990.  No  police  com- 
missioner or  mayor  can  do  away  with  the  computerized  sys- 
tem we  developed.  It  would  be  suicidal.  ■ 


Photography  by  Erica  Freudenstein/SABA 


■y> 


*r     » 


f 


I 


1^ 


j^^*i>u^  .^m^ 


♦>ji 


-34 


.;^^^*^;^ 


be  as  easy  as  eating,  sleeping,  and  everything  else  you  do  without  a  second  thought.  Which  is  why  we've       ^^    O^    ^ 
open  computing  gets,  the  easier  it'll  get.  And  the  saner  life  will  get.  THE  NETWORK  IS  THE  COMPUTER:"      ^^^tv/2 

■  or  regislOTKl  liademarks  of  Sun  Microsyslems,  Inc  in  iho  Unilert  States  and  other  countries  wwwsun.com  miCrOSystems 
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NATAN  SHARANSKY 
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Deep  Blue 

Dreams 


Mathematician,  chess  master,  and  former  Soviet  political  pris- 
oner Natan  Sharansky,  49,  is  now  the  state  of  Israel's  minister  of 
industry  and  trade. 


IN  Russia  as  a  young  man,  I  was  one  of  the 
few  people  interested  in  computers  and  pro- 
gramming. Cybernetics,  as  it  was  called  then, 
was  believed  to  be  a  bourgeois  invention, 
another  kind  of  capitalist  deception  de- 
signed to  trick  the  proletariat.  However,  by 
the  end  of  the  1950s  and  early  '60s,  the  Soviet 
Communist  Party  finally  understood  that  if 
cybernetics  was  not  developed,  communism 
wouldn't  survive. 

In  1963  and  1964  I  was  one  of  the  first  school- 
children in  the  USSR  to  study  programming.  We 
were  writing  programs  for  the  first  Soviet  com- 
puter, called  URAL.  It  was  bigger  than  a  room, 
had  50,000  vacuum  tubes,  and  performed  all  of 
100  operations  per  second.  Actually,  the  speed 
of  programming  was  really  defined  by  how  fast 
we  replaced  vacuum  tubes.  They  blew  every 
minute  and  had  to  be  changed.  This  was  hard 
physical  work. 

I  began  to  recognize  the  real  power  of  com- 
puter programming  when  I  started  doing  work 
in  the  field  of  artificial  intelligence.  I  even  began 
to  think  that  if  you  could  invent  a  good  algo- 
rithm, everything  could  be  solved  by  a  computer. 
I  started  to  believe  that  all  of  the  problems  with 
communism — ideology  and  injustice — contin- 
ued to  exist  because  there  were  no  algorithms 
good  enough  to  solve  them. 

I  lived  with  this  idealized  view  of  technology 
for  a  long  time  while  I  was  enrolled  in  the  uni- 
versity. I  really  believed  that  cybernetics  and  pro- 


gramming could  be  developed  until  injustice  was  completely 
done  away  with.  However,  after  getting  involved  as  a  refusenik 
and  a  Zionist,  I  came  to  see  that  to  deal  with  these  funda- 
mental ideological  problems,  things  had  to  be  done  that  ►  76 
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BEFORE  YOU  LET  A 

COMPANY 

CONNECT  YOUR 

BUSINESS 

TO  THE  INTERNET, 

ASK  YOURSELF, 
"WHO  CONNECTS 
THEM  TO  THE 
INTERNET?" 


If  the  answer  is  Cisco,  you 
know  your  network  service 
provider  is  supported  by  the 
products  and  technology 
that  brought  the  Internet  to 
business.  In  fact,  the  Internet  as 
we  know  it  today  is  built  on 
Cisco  equipment. 

Cisco  Powered  Network" 
service  providers  are  equipped 
to  make  your  network  work 
for  you.  Whether  it's  Internet 
access,  ATM,  frame  relay  or 
other  data  services,  you  will 
know  your  business  is  getting 


the  quality  it  can  depend  on. 

Look  for  the  Cisco 
Powered  Network  mark  or  visit 
our  Web  site  at  www.cisco.com 
to  find  out  more  about  the 
participating  network  service 
providers.  Either  way,  you 
will  know  your  provider  is 
committed  to  giving  your 
business  the  most  in  reliable, 
secure  and  innovative  service. 
And  you  will  know  it's  powered 
by  Cisco  -  the  company  that 
makes  the  world's  networks 
work  for  business. 


Cisco  Systems 


® 


The  Network  Works. 
No  Excuses."^' 


©1997  Cisco  Systems,  Inc.  All  rights  reserved. 


is' 


r—  -• 


m 


;-;r>,^d«rtSigjS^- 


-^^'.^ 


r 


LIVING     THE 


JOHN  PERRY  RARLOW 


Surfing  the 
Fence  Line 


John  Perry  Barlow,  50,  is  a  retired  Wyoming  cattle  rancher. 
Grateful  Dead  lyricist,  corporate  consultant,  and  cofounder 
of  the  Electronic  Frontier  Foundation. 

CORPORATIONS  ARE  ENCHANTED  by  the  dcvil  they 
'  know.  They  are  the  devil  they  know. 
The  information  age  was  supposed  to  free  up 
our  time;  we  were  supposed  to  work  less.  But  the 
information  age  is  rich  in  irony.  There  are  many 
people  who  are  caught  in  a  transitional  phase. 
They  may  have  the  illusion  that  they  are  working  in  the  cen- 
ter of  the  information  age — they  could  even  be  working  for 
information  companies.  But  they  are  being  treated  in  the  most 
beastly  fashion — right  here  in  Silicon  Valley,  companies  treat 
their  employees  as  disposable.  They  take  in  22-year-olds  and 
use  them  like  toilet  paper.  My  introduction  into  this  whole 
world  was  in  1988.  Apple  wanted  me  to  write  a  book  about 
the  company.  I  was  excited  about  Apple,  at  least  the  myth  of 
Apple,  because  I  thought  it  provided  a  new  form  of  com- 
munity-cum-business  that  could  have  been  the  way  to  go  in 
a  culture  that  was  losing  community. 

Apple,  as  I  learned  when  I  arrived,  was  in  fact  worse  than 
more  traditional  industrial  organizations.  It  thought  that  it 
was  so  enlightened  that  it  could  treat  people  really  badly  and 
still  feel  a  sense  of  smugness  and  superiority.  It  was  just  like 
a  dysfunctional  family.  Nobody  dared  say  they  were  being 
treated  like  dirt  because  everybody  knew  that  Apple  was 
enlightened.  But  the  people  there  had  absolutely  no  job  secu- 
rity, and  they  were  worked  to  the  bone.  They  were  not  trusted. 
I  don't  think  I've  ever  run  across  security  guards  that  fierce 
except  when  I  was  entering  East  Germany.  And  it  hasn't 
changed  much,  either. 

Another  great  irony  of  the  information  age  is  that  peo- 
ple are  traveling  more  than  ever  to  get  together  and  meet.  I 
think  that  the  Internet  is  going  to  do  for  jet  fuel  what  the  per- 
sonal computer  did  for  paper.  I  originally  was  under  the 


Photography   by   Ted   Wood 


impression  that  I  was  going  to  get  out  of  agriculture  and 
use  all  this  digital  technology  to  be  able  to  leave  my  body 
in  Pinedale,  Wyoming,  and  let  my  mind  roam  the  planet  and 
make  a  living.  But  what  has  happened  is  that  I  leave  my  mind 
at  Barlow@eff.org  while  my  body  roams  the  planet.  What  I 
wasn't  counting  on  was  the  incomplete  quality  of  digital  infor- 
mation— its  incredible  capacity  to  make  connections  but  its 
inadequacy  when  it  comes  to  completing  them. 

I  was  at  Xerox  PARC  a  while  ago  and  a  fellow  named 
Ranjit  Makkuni  showed  me  his  virtual  conferencing  room. 
It  had  everything:  all  the  bandwidth  in  the  world,  high 
resolution,  four-wall  screens,  and  three-dimensional  sound. 
If  you  were  in  that  room  and  somebody  was  in  a  similar 
room  in  Portland,  you  could  see  where  they  were  spatially 
in  relation  to  you;  you  could  hear  them  as  clearly  as 
you'd  hear  them  if  they  were  there.  I  asked  him,  "Is  it  just 
like  actually  being  in  the  room  together?"  and  he  said,  "No, 
the  prana  is  missing."  Prana  is  the  Sanskrit  word  for  breath 
or  life  force. 

Yet  for  all  that,  I  can  recall  my  first  time  in  cyberspace.  I 
was  on  The  Well,  which  I  thought  of  as  being  a  self-contained 
world  unto  itself.  Then  somebody  told  me  that  I  could  telnet 
into  this  other  system  and  get  something.  And  I  didn't  quite 
understand  what  they  meant,  but  they  had  given  me  the  line, 
the  telnet,  the  host  name,  and  a  password.  I  said,  telnet 
so-and-so  dot  com.  And  suddenly  there's  this  new  log-in 
prompt  and  I  realized  I  was  making  a  hard  disk  spin  3,000 
miles  away.  And  I  could  have  the  same  effect  on  literally 
millions  of  hard  disks  at  any  moment.  Everything  was 
equally  close  to  me.  I  have  a  difficult  time  describing  how  it 
actually  felt.  But  it  was  just,  suddenly,  I  got  it.  My  God,  this 
whole  thing  is  absolutely  of  a  piece.  It  is  instantaneous, 
simultaneous,  ubiquitous,  and  growing  like  crazy.  This  is 
the  nervous  system  of  the  planet.  What  hath  God  wrought? 
I  still  feel  that  way.  I  think  something  truly  profound  is 
taking  place  here.  ■ 
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The  Power 


change  is  the  only  constant.  Success  is  fleeting.  Challenges  are 
hurled  relentlessly  from  all  directions.  Today,  surviving  and 
competing  effectively  define  the  new  corporate  imperative. 
That's  business,  and  NEC  understands  what  you're  up  against. 
Regardless  of  size,  your  company  must  be  responsive.  Strategic 
planning  is  critical.  Effective  decision  making  is  now  an  art 
form.  Knowledge  is  your  greatest  intellectual  asset  and 
information  a  strategic  weapon.  Capturing  information  and 
deploying  it  on  demand  can  enable  survivability  and  growth 
opportunity.  Can  you  compete?  NEC  can  help  with  a  couple 
of  mission  critical  recommendations  and  a  complimentary 
Strategic  Technology  Planning  Guide: 

First-Converge  your  technology  departments  and  align 
them  with  a  strategic  technology  provider.  Such  an  alliance 


can  deliver  the  tools  to  help  plan  the  core  technologies 
needed  to  build  the  network,  and  the  industry  leadership 
and  experience  to  bring  it  all  together—  keeping  your 
company  on  the  cutting  edge. 

Second-  Harness  your  existing  technologies,  migrate  then 
to  meet  your  evolving  business  demands,  and  integrate 
them  with  powerful  new  technologies  to  build  multimedia 
environments  capable  of  deploying  information  in  all  its 
forms,  when  and  where  you  need  it. 

To  receive  a  complimentary  copy  of  the  NEC  Strategic 
Technology  Planning  Guide,  or  more  information  about 
NEC's  powerful  and  versatile  voice  (PBX/Key),  video,  and  AT/ 
networking  platforms,  contact  your  local  NEC  Dealer,  call 
us  at  i-800-TEAM  NEC  or  visit  our  website  at  www.nec.com 


©1997  NEC  America,  Inc. 
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Tim  Berners-Lee,  42,  is  the  inventor  of  the  World  Wide  Web. 
He  is  currently  director  of  the  World  Wide  Web  Consortium 
at  Massachusetts  Institute  of  Technology. 

lANY  PEOPLE  ASK  WHY  I  didn't  Commercialize  the 
Web.  It's  a  strange  question.  By 
asking  the  question,  people  are 
suggesting  that  they  respect  people 
as  a  function  of  their  net  worth. 
That's  worrying.  It's  not  an  assump- 
tion I  was  brought  up  with,  and  it  is  disturbing 
the  extent  to  which  it  pervades  this  country. 

I  developed  the  Web  with  three  purposes  in 
mind.  The  first  was  to  give  people  up-to-date 
information  at  their  fingertips  by  giving  them  the 
personal  power  to  hypertext.  The  second  goal  was 
the  realization  of  an  information  space  that  every- 
one could  share  and  contribute  their  ideas  and 
solutions  to.  Part  three  was  the  creation  of  agents 
to  integrate  the  information  that  is  out  there  with 
real  life.  Enormous  amounts  of  information 
would  no  longer  be  lost. 

Initially  it  was  very  hard  trying  to  persuade 
people  that  global  hypertext  was  going  to  be  a 
good  idea  and  not  too  complicated.  It's  very  grat- 
ifying to  see  an  idea  take  off  like  that.  Although 
sometimes  I  wish  I  hadn't  put  the  double  slash 
in  the  URL  address  because  it  is  a  bit  unwieldy. 
We  have  to  be  careful  because  the  sort  of  Web 
we  end  up  with  and  the  society  we  end  up  build- 
ing on  top  of  it  will  be  determined  by  the  deci- 
sions we  make.  All  the  decisions  —  the  protocols 
we  design  within  the  consortium,  the  ways  we 
implement  them  within  companies,  as  well  as  the 
decisions  people  make  when  they  browse — will 
shape  the  Web.  When  you  browse  a  site  contain- 
ing a  picture  of  a  celebrity,  you  are  affecting  the 


development  of  the  Web.  V\1ien  you  set  up  a  Web  site  in  a  par- 
ticular way  and  make  policies  about  linking  only  to  your 
own  information  versus  linking  to  other  people's  information, 
you're  affecting  the  way  the  Web  develops.  People  have  to  be 
aware  of  this.  We  have  the  answers  in  our  own  hands.         ■ 
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^,  -^t^^m      No  endorsement  can  make  you  feel  comfortable  unless 
n^     ^  it  comes  from  a  credible  source.  And  with  one  major 
IJ^t^si^    corporation  after  another  switching  to  Gateway  2000, 
Jf^  ^'   that's  exactly  what  you  get. 

Like  you,  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and 
exceed  their  expectations.  So  that's  precisely  what  we  gave  them. 
For  starters,  the  E-Series  desktop  line  meets  mianageability  head- 
on  with  features  hke  stable  network-ready  platforms, 
DMI  compliance  and  LANDesk  Client  Manager.  So  your 
company  can  grow  at  its  own  pace. 

And  no  one  in  the  industry  can  match  the  degree  of 
modulanty  offered  by  Gateway™  Solo™  portable  computers. 
Now,  not  only  can  you  switch  components  individually  with 
one  product,  you  can  also  switch  components  across  the  cunent 
Gateway  Solo  line. 


IS' 


We  also  have  a  full  line  of  servers  that  are  among  the  industr} 
leaders  in  fault-tolerance  capabilities.  And  each  server 
equipped  with  components  that  allow  for  easy  scaleability  in 
memory  and  expansion  in  network  size.  So  if  your  company 
grows  from  30  employees  to  3,000,  now  your  network  can  too. 

Of  course,  our  full  line  of  workstations  can  grow  with  you  as 
well.  Each  workstation  is  certified  with  Microsoft  Windows  NT 
and  leading  application  software.  And  each  one  features 
industry-leading  graphic  power  which  provides  you  with 
uncompromising  perfonnance. 

The  way  we  see  it,  when  it  comes  to  business  computers, 
we  won't  stop  until  we're  the  leader.  So  give  us  a  call,  and  we'll 
put  you  in  touch  with  one  of  our  sales  representatives. 
They'll  be  happy  to  answer  all  your  questions.  Of  course, 
you  could  also  talk  to  our  friends  at  Union  Pacific,  Ocean 
Spray,  Hughes  Defense  Communications ... 
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E-1000  166  Low  Cost  NetWOlk-Ready  Desktop  ■  InMl'  166MHz  Pentium'  Processor  with  MMX^"  Technology  ■  16MB  SDRAM  •  256K 

Pipelined  Burst  Cache  ■  EV500  -28  Screen  Fitch  15"  Monitor  (13.9"  viewable)  •  Integrated  PCI  Video  with  2MB  DRAM  ■  2GB  Ultra  ATA 
Hard  Dnve  "3.5"  Diskette  Dnve  ■  16-Bit  Sound  Blaster '  Compatible  Business  Audio  •  Integrated  10/100  Fast  Ediernet  •  E-Series  Low-Profile 
Desktop  Case  ■  104-  Keyboard  &  Mouse  •  Microsoft^  Windows'  95  •  Desktop  Management  Interface  (DMT;  1.1  Compliant  •  Intel 
LANDesk'  Client  Manager  3.01  $1099  Business  Lease  ■$40/mo. 

MUO  233  Hainstieam  NetWOlfc-Ready  Desktop  ■  Intel  235MHz  Pentium'  n  Processor  with  MMX  Technology  •  32MB  SDRAM 
•  Integrated  512K  Pipelined  Burst  Cache  •  EV700  .28  Screen  Pitch  17"  Monitor  (15.9"  viewable)  •  AccelGraphics'  Pennedia'  2  32-Bit  AGP 
with  8MB  SGRAM  "  4GB  Ultra  ATA  Hard  Dnve  •  12/24X  CD-ROM  Dnve  and  3.5"  Diskette  Dnve  ■  3Com*  Ethernet  Adapter  ■  E-Series 
Mid-Tower  Case  [sho'mx  with  desktop  case  opQon)  ■  104'  Keyboard  and  MS'  IntelliMouse'"  ■  MS  Windows  95  ■  (DMI)  1.1  Compliant 

■  Intel  LANDesk  Client  Manager  3.01  ■  Gateway  Gold'"'-'  Service  and  Support  for  E-Senes  PCs"  $1999  Business  Lease  '$73/mo. 

MllO  300  ffigh  Performance  Netvrork-Ready  Desktop  ■  Intel  300MHz  Pentium  ll  Processor  with  512K  ECC  Cache  ■  64MB  SDRAM 

■  EV900  .26  Screen  Pitch  19"  Monitor  (18"  viewable)  ■  AccelGraphics  Pemiedia  2  32-Bit  AGP  with  8MB  SGRAM  ■  8.4GB  Ultra  ATA  Hard 
Drive  ■  12/24X  CD-ROM  Drive  and  3.5"  Diskette  Drive  ■  3Com  Ethernet  Adapter  ■  E-Series  Mid-Tower  Case  ■  104'  Keyboard  and  MS 
IntelliMouse  ■  MS  Windows  95  •  (DMI)  1.1  Compliant  ■  Intel  LANDesk  Client  Manager  3.01  ■  Gateway  Gold  Service  and  Support  for 
E-Senes  PCs"  $2899  Business  Lease  ■$106/mo. 


&5000  300  Technical  Workstation  ■  Intel  SOOMFfe  Penoum  n  Processor  (expandable  to  two  processors)  ■  128MB  ECC  SDRAM  ■  EV900 
.26  Screen  Pitch  19"  Monitor  (18"  viewable)  •  8MB  AccelGraphics  Pemiedia  2  AGP  Graphics  Card  •  Seagate"  9GB  10,000  RPM  Ultra  Wide 
SCSI  Hard  Dnve  •  12X  SCSI  CD-ROM  Dnve  and  3.5'  Diskette  Dnve  •  3Com  10/100  PCI  Network  Card  ■  E-Senes  Workstadon  Tower 
Qse  ■  104-  Keyboard  &  MS  IntelliMouse  ■  Intel  LANDesk  Client  Manager  3.01  ■  MS  Windows  t^  4.0 
S4799  Business  Lease  •$176/mo.  CDRS-03  32.42 

Gateway  S(d0  2300  Portable  "n.rSVGATFr  or  SVGADSTN  Color  Display  Intel  Pentium  Processor  with  MMX  Technology  up  to 
235MHz  •  SDR,\M  Expandable  to  192MB  ■  256K  Pipelined  Burst  Cache  ■  128-Bit  Graphics  Accelerator  w'64K  Colors  •  Up  to  4GB  F4ard 
Dnve  •  Modular  3.5"  Diskette  Dnve  ■  Modular  7X  mm/llX  max  CD-ROM  Dnve  •  16-Bit  Wavetable  Sound  &  Stereo  Speakers  •  NiMH 
Battery  &  AC  Pack  or  a  12-Cell  Liduum  Ion  Battery  &  AC  Pack  •  85-Key  MS  Windows  95  Keyboard  ■  Canying  dse  •  NTSC/PAL  Video 
Out  ■  USB  Ports  &  Zoomed  Video  ■  MS  Windows  95  or  MS  Windows  NT  4.0  ■  MS  Works  95  or  MS  Office  97,  Small  Business  Edition  plus 
Bookshelf '  96  ■  LapLink'  for  Windows  95  &  McAfee'  ViaisScan  ■  Gateway  Gold  Service  and  Support  for  Portable  PCs 

Prices  starting  at  S2099   (Quantity  l)  Business  Lease  ■$77/mo. 

Gateway  Sok>  9100  Portable  •  l^-S"  or  14.r  XGA  TFT  Color  Display  (IO24  x  768  resolution)  ■  Intel  Pendum  Processor  with  MMX 
If.hnology  via  Intel's  Mobile  Module  (I.M.M.)  ■  SDRAM  Expandable  to  192MB  ■512K  Qche  ■  4MB  EDO  Video  RAM  (1280  x  1024  exter- 
nal) ■  Up  to  5GB  Hard  Dnve  •  Removable  Combo  6X  min/1  IX  max  CD-ROM  &  3.5"  Diskette  Dnves  •  Premium  Sound  System  w/16-Bit 
Wavetable  Sound  &  Yamaha"  Stereo  Speakers  •  12-Cell  Lithium  Ion  Battery  S:  AC  Pack  ■  Full  88-Key  MS  Windows  95  Keyboard  ■  Canymg 
Case  ■  NTSC/PAL  Video  Input  &:  Output  "USB  Ports  &  Zoomed  Video  ■  15-Pin  MDl/Game  Port  ■  MS  Windows  95  or  MS  Windows  NT 
4.0  •  MS  Works  95  or  MS  Office  97,  Small  Business  Edition  plus  Bookshelf  96  •  LapLink  for  Windows  95  &  McAfee  VuusScan  ■  Gateway 
Gold  Service  and  Support  for  Portable  PCs  Pnces  StSTtiltg  at  $3399   (QuanDty  1)  Business  Lease  '$124/mo. 

NS-TOOO  300  Woikgroiq)  QaSS  Serror  •  Intel  3(X)MHz  Pentium  D  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Error- 
Checking  and  Conecong  Memor)-  Subsystem  with  64MB  RAM  •  Several  RAID  Upgrades  Available  ■  4GB  Ultra  Wide  SCSI  Hard  Dnve  ■ 
I2X  SCSI  CD-ROM  Drive  and  3.5"  Diskette  Dnve  •  3Com  10/100  Ediemet  Adapter  •  Seven-Bay  Server  Tower  Case  ■  325-Watt  Power 
Supply  ■  104-  Keyboard  &  Microsoft  IntelliMouse"  InforManager'"  Server  Management  System  with  AcOveCPR  Processor  Protection 

S5299  Business  Lease '$12 I/mo. 

HS^OOO  300  Department  QaSS  Server  ■  Intel  300MH;  Penoum  n  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Enor- 

t  hiding  and  Correcting  Memon,'  Subsystem  widi  128MB  RAM  ■  Quick  Hot-Swap  (QHS)  RAID  Storage  System  with  Three 
Channef  Controller  •  Three  Hot-Swapp<.ble  4.2GB  SCA  Hard  Dnves  ■  12X  SCSI  CD-ROM  Dnve  and  3.5"  Diskette  Dnve  •  3Com  10/100 
Ethemet  Adapter  •  Thirteen-Bay  Server  Tower  Case  ■  Dual  365-Watt  Redundant  Power  Supplies  with  Loadshare  Capability  ■  104-  Keyboard 
&  MS  IntelliMouse  •  InforManager  Server  Management  System  with  ActiveCPR  Processor  Protection  $7999  Business  Lease  •$286/mo. 

NS-9000  200LS  Enterprise  Class  Server  ■  Two  Intel  200MHz  Pentium"  Pro  Processors  with  512K  Cache  (expandable  to  six  processors) 
•  Enor-Chccking  and  Conccting  Memory  Subsystem  with  128MB  RAM  •  Quick  Hot-Swap  (QHS)'  RAID  Storage  System  with  Three 
Channel  Controller  ■  Three  4.2CB  SCA  SCSI  Hard  Dnves  •  12X  SCSI  CD-ROM  Dnve  and  3.5"  Diskette  Dnve  ■  3Com  10/100  Ethemet 
Adapter  •  Double-Wide  Fourteen-Bay  Chassis  •  N-i-1  Power  Supply  Subsystem  with  Two  Hot-Pluggable  350- Watt  Power  Supplies 
(upgradeable  to  four)  •  104  Keyboard  &  MS  IntelhMouse  ■  InforManager  Server  Management  System  with  AcoveCFR  Processor 
Protection  $12,999  Business  Lease  '$464/mo. 
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YOU'VE    GOT    A    FRIEND    IN    THE    BUSINESS 
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CALL  1-888-888-0793    www  gateway  com 
Gateway  2000  Major  Accounts,  Inc. 


©1997  Gateway  2000,  Inc.  Gateway  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  tlie  business"  slogan  are  registered  iiademarks;  Gateway  and 
ateway  Solo  are  trademarks;  and  Gateway  Gold  is  a  service  mark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo,  Intel,  LANDesk  and  Pentium  are  registered  trademarks, 
:nd  M^AX  is  a  trademark  of  Intel  Corporation.  Not  all  Gateway  E-Series  PGs  and  NS-Senes  Servers  contain  the  Pentium  II  processor.  The  Gateway  Solo  PC  does  not 
•iitain  the  Pentium  11  processor.  All  other  brands  and  product  names  arc  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000 
products  are  custom  engineered  to  Gateway  2000  specifications  which  niav  vary  from  tlie  retail  versions  of  the  softu-arc  and/or  hardware  m  hjnctionalit>-.  perfomiance, 
or  compatibility.  All  prices  and  configurations  are  subject  to  change  without  notice  or  obligation.  Pnces  do  not  include  shipping  or  applicable  sales  tax.  Gateway  2000 
Major  Accounts,  Inc.  is  a  wholly  owned  subsidiaiv  of  Gateway  2000.  Inc.  "E-Series  PCs  are  covered  by  a  three-year  limited  warrant\'.  length  and  t>'pe  of  service  vanes 
by  product.  Call  or  write  for  a  free  copy  of  our'limited  warranty:  800-846-2000.  610  Gateway  Drive.  N.  Sioux  City,  SD  57049. leasing  arranged  by  independent 
leasing  companies  to  qualified  commercial  customers.  Lease  payments  based  on  36-month  term.  Lease  terms  subject  tc  change  without  notice  or  obligation. 
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TODD  PRIDY 


Playing  Jacks 


Todd  Pridy,  26,  first  baseman /or  the  Sonoma  County  Crush- 
ers, is  a  six-year  veteran  of  minor  league  baseball.  He  is  work- 
ing on  a  degree  in  history  in  the  off-season. 

OYEAR  I  WAS  THE  HITTING  INSTRUCTOR  at  Napa  Valley 
inior  College,  and  we  were  playing  a  fall  game  against, 
don't  know,  somebody.  It  was  real  close  to  the  time  my 
ife  was  going  to  have  a  baby.  When  I  left  her  that  morn- 
ig,  she  was  fine.  But  I  took  my  pager  with  me  as  well 
as  the  cell  phone  and  told  her  to  call  me  if  anything 
happened.  So  we're  playing.  I  was  coaching  first 
base  and  it  was  probably  like  the  third  inning 
when  the  pager  goes  off.  The  phone  number  was 
mine  and  it  had  the  old  "911"  after  it — which 
meant  I  better  hurry  up  and  call. 

So  I  went  over  to  the  dugout  and  called 
her  on  the  cell  phone.  It  was  showtime.  Man,  I 
don't  think  the  wheels  touched  the  ground  on 
my  way  home.  I  raced  her  to  the  hospital  and 
just  like  that  we  had  a  baby  boy.  We  named  him 
after  the  slang  term  players  use  for  a  home 
run — Jack. 

I  have  a  cell  phone  in  my  truck  now.  And  on 
nights  when  my  wife  and  kid  don't  come  to  the 
game,  you  know,  I  just  pull  out  of  the  parking 
lot  and  give  her  a  quick  call  and  let  her  know 
I'm  coming  home.  It's  nice,  especially  now  with 
the  little  one,  to  know  that  I  can  always  be  con- 
tacted somehow. 

There  are  times  when  I  come  home  after  a 
game  and  jump  on  the  Internet  and  look  up  my 
buddy  in  triple  A  back  in  North  Carolina.  You 
know,  to  see  how  he  is  doing.  I  check  to  see  how 
other  guys  that  I've  played  with  are  doing,  too. 
During  the  '95  off-season,  I  signed  a  minor 
league  contract  with  the  Texas  Rangers.  Well,  just 
before  spring  training,  I'm  reading  the  newspa- 
per and  I  see:  "Texas  Rangers  sign  first  baseman 
Bubba  Smith  to  a  minor  league  contract." 

So  the  wheels  start  turning,  and  I  jumped  on 
the  Internet  and  looked  up  Bubba  Smith.  I 
checked  out  his  records  and  his  stats  and  stuff. 


My  first  reaction  was  kind  of  like.  Okay,  I  have  every  confi- 
dence in  my  abilities,  but  damn,  look  at  this  guy's  numbers. 
What  are  they  going  to  do  with  two  first  basemen?  And  then 
I  thought.  They're  going  to  need  a  DH  [designated  hitter] 
and... well,  they'll  figure  out  who  can  play  the  sack  and  who 
can't,  and  the  other  one  will  DH. 

You  start  playing  mental  games  with  yourself  and  trying 
to  figure  out  why  they  signed  him  when  they've  already  got 
me... eventually  I  think  I  just  said,  Screw  it,  just  go  out  there 
and  get  it  on.  ■ 
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To  get  a  gi-osp  on  international  insumnce,  you  need  local  access  with  glob.il  capabilities. 
Tliat's  why  we  provide  flexible  coxen^e  tliat  can  expmid  as  }'our  business  grows.  So  for  a  single  resource  for 
j^B  property  and  casualty  insurance  in  over  120  countiies,  Royal  is  an  easy  decision  to  reach. 
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TIM  PATERSQN 


<D 


The  Dross 
of  the  DOS 


Tim  Paterson  is  the  creator  of  DOS,  the  biggest-selling  oper- 
ating system  in  history.  Bill  Gates  bought  it  from  Seattle 
Computer,  where  Paterson  worked,  for  $50,000.  Since  1981, 
Paterson,  41,  has  worked  on  and  off  for  Microsoft. 

I  WAS  24  WHEN  I  WROTE  DOS.  It  s  an  accomplishment  that 
probably  can't  be  repeated  by  anyone  ever.  More  copies 
of  DOS  have  sold  than  any  other  program 
in  history. 
When  Microsoft  offered  to  buy  DOS  out- 
right from  Seattle  Computer,  Seattle  was  a 
hardware  company,  not  a  software  company,  so 
it  made  sense  to  sell.  Microsoft  paid  $50,000.  It 
was  a  good  deal  as  far  as  I'm  concerned.  DOS 
became  big  only  because  of  Microsoft's  muscle. 
It  wouldn't  have  been  anything  if  Seattle  Com- 
puter had  retained  ownership.  It's  always  been 
a  matter  of  pride  that  I  wrote  the  program  that 
has  easily  become  the  world's  most  widely  used 
program. 

I  work  at  Microsoft  four  days  a  week  now.  I 
read  the  stuff  about  how  Microsoft  burns  every- 
body out,  these  unrealistic  deadlines,  the  stress. 
I  have  never  felt  one  bit  of  pressure  to  go  over  my 
four  days  a  week.  Nobody  ever  suggests  that  you 
work  late.  One  of  the  guys  that  I  worked  with 
complained  about  the  stress,  and  I  said,  "Just  work 
less."  When  I  was  a  fresh  graduate,  I'd  go  to  Seat- 
tle Computer  on  Saturdays  and  Christmas  Day.  I 
didn't  have  much  of  a  life  then.  But  I  do  now.  I 
have  a  2-year-old  grandson.  I've  got  things  to  do. 

The  only  thing  I  use  the  Internet  for  regularly 
is  to  track  Microsoft  stock  prices.  I  didn't  have 
any  stock  until  I  came  back  in  1990.  Actually,  I 
got  some  in  '81,  '82,  just  before  I  left.  I  didn't  really 
understand  what  they  were  worth.  All  $30  mil- 
lion worth  of  them  are  gone.  I  had  forgotten  all 
about  it.  I  wouldn't  even  know  that  if  Microsoft 
hadn't  kept  it  in  the  records.  As  soon  as  I  quit, 


they  were  gone.  But  with  my  1990  options,  adjusted  for  split, 
I  have  done  pretty  well.  The  price  in  April  of  1990  was  $6.25 
a  share.  I  still  have  some  of  those.  I  sold  some  of  them  when 
the  price  was  $146.  I've  done  pretty  well.  I  could  retire  pretty 
soon:  Finish  up  my  darn  test  program  and  kick  back  and 
enjoy  life,  my  wife  and  my  grandson,  and  the  people  in 
between.  Get  a  motor  home,  drive  around  the  country.      ■ 
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Photography  by  Michael   Moore,    Microsoft   Corporate    Photographer 
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Starting  at  S2,999* 


Not  evet^body  has  the  same  taste,  but  a 
beautifully  piinted  document  will  put  a  smile  on 
any  face.  That's  why,  when  "Americas  Grey  Meat" 
needed  to  dress  up  its  image,  a  Color  PageWorks" 
laser  printer  was  the  perfea  solution.  Starting  at 
about  $37.50  a  pound  ($Z999*),  it's  a  great  way 
to  stretch  any  printer  budget. 

Minolta's  menu  now  offers  a  choice  of  two 
Color  PageWorks  laser  printers.  If  your  business 
needs  general  business  color,  the  Color  PageWorks 
printer  is  ideal.  Or  if  you  need  enhanced  photo- 
graphic color,  try  the  new  Color  PageWorks  PS 
printer  with  true  Adobe'  PostScript? 

Both  models  feature  excellent  color  output 
and  include  the  Improve  Your  Image™  Collection 
CD  uith  handy  templates  and  much  more  to  liven 
up  everyday  color  documents.  You'll  be  able  to 
expand  using  industry  standard  memory  and 
you'll  find  changing  toner  cartridges  a  cinch. 

For  over  a  decade,  Minolta  has  led  the  indus- 
try in  manufacturing  quality  laser  printer  engines. 
Now  you'll  find  that  same  quality  and  reliability 
in  Minolta's  family  of  affordable  color  and  mono- 
chrome laser  printers.  And  Minolta  backs  that 
up  with  free  on-site  service  for  the  first  year.' 

For  more  information,  visit  our  Web  site 
at  www.minoltaprinters.com/fbsl.  Or  call 
1-888-2M1NOLTA.  ext.  29.  See  for  yourself 
what  Minolta  can  do  for  your  image. 
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PAUL  GRAHAM 


Backdoor  CEO 


Paul  Graham,  33,  is  a  programmer  and  cofounder/CEO  of 
Viaweb,  a  Cambridge,  Massachusetts-based  company  that  helps 
create  storefronts  on  the  Web. 

BACK  IN  THE  MAINFRAME  DAYS,  people  uscd  to  Say  that 
I  programmers  worked  at  night  because  that's  when 
mainframe  time  was  cheap.  But  programmers  still 
i  work  at  night.  You  need  big  chunks  of  time  with- 
I  out  distractions.  You  need  the  phone  not  ringing. 
It's  dark,  so  you  can't  see  what's  outside  the  win- 
dow. I  used  to  go  regularly  until  4  in  the  morning.  Now  I  feel 
pretty  civilized  because  I  go  to  bed  at  2. 

On  a  typical  workday,  I  get  up,  read  email  at  home,  and 
then  take  a  shower.  One  of  the  things  I've  learned  is  not  to 
reply  to  email  before  you're  fully  awake,  or  you  might  say 
something  stupid.  When  you're  a  hacker,  that's  okay.  If  you 
do  goofy  things,  people  think.  What  an  eccentric  guy,  he  must 


be  really  smart.  But  if  you're  president  of  a  company,  they 
think.  What  a  bunch  of  amateurs. 

I  walk  to  work  and  tend  to  get  there  pretty  late,  around 
11. 1  wish  there  was  a  back  door  because  if  the  business  guys 
are  having  a  meeting  up  front,  I'm  usually  badly  dressed,  in 
shorts  and  sneakers.  "Look!  Our  company  CEO  is  sneaking 
by  the  office,  wishing  there  was  a  back  door!"  I  have  a  suit  in 
my  ofSce  that  I  put  on  if  I  need  to.  I'm  a  total  fraud.  I  only  wear 
it  for  an  hour,  if  I  have  to,  and  then  put  it  back  on  the  hanger. 

I  worry  that  we'll  get  stupid  around  here,  more  bureau- 
cratic. Everyone  here  knows  I  hate  meetings  so  much,  when 
I  walk  past  an  office  with  a  lot  of  people  in  it,  they  joke,  "We're 
not  having  a  meeting." 

I  don't  make  the  most  money  in  the  company.  I  make 
$50,000  a  year.  I  live  on  sandwiches,  and  I  never  do  anything 
except  work.  I  don't  have  a  television  or  a  sofa.  I  don't  even 
have  many  dishes.  When  people  come  over  they  laugh.      ■ 


JOHN  MARKQFF 


Watching  History 


John  Markoff,  48,  is  the  San  Francisco-based  technology 
reporter  who  has  anchored  the  New  York  Times '5  coverage 
of  the  Silicon  Valley  explosion  since  1992. 

ONE  OF  THE  THINGS  THAT  HAS  KEPT  me  writing  about 
k  technology  in  Silicon  Valley  is  watching  his- 
1  tory  unfold.  This  beat  will  not  be  uninterest- 
I  ing  anytime  soon. 
'  This  is  probably  one  of  those  periods  in  time 
like  Italy  during  the  Renaissance,  a  critical  junc- 
ture when  things  come  together.  Emerging  technologies  will 
influence  all  of  humankind  in  a  short  period  of  time. 

I  have  a  graduate  degree  in  sociology.  One  of  the  things 


that  has  always  been  in  the  back  of  my  mind  is  thinking 
about  the  sociological  impact  of  the  technological  renais- 
sance. Since  things  are  inherently  unpredictable,  it's  been 
particularly  fun  to  watch  one  visionary  after  another  fall  on 
his  sword. 

The  business  of  personal  computers  is  a  business,  but  it's 
never  been  like  any  other  business.  It  was  an  industry  started 
by  hobbyists:  It's  been  a  hobby  that  got  out  of  control. 

My  sense  is  that  timing  is  everything,  and  I  was  lucky 
enough  to  show  up  when  so  much  was  happening.  The  first 
technology  pieces  I  wrote  were  in  '76-'77,  and  in  20  years, 
nothing  has  changed.  Things  are  as  vibrant  and  chaotic  as 
ever.  It  gives  me  the  feeling  that  I  simply  can't  get  enough.  ■ 
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We  do  a  live  update  for  thousands  every  week. 
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So  does  Norton  Antivirus'.' 
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Every  week,  Tom  King's  CompuTalk*  geek-free  radio  program  updates  thousands  of 
listeners  on  the  best  stuff  in  computers.  And  every  week,  Tom  updates  his  antivirus 
protection  with  Norton  AntiVirus."  "Thanks  to  LiveUpdate,"  Norton  Antivirus 
automatically  updates  itself  on  the  Web  with  a  click  of  a  mouse.  So  we're  always 
protected.  And  that's  important  because  over  200  new  viruses  are  written  every 
month."  Join  the  thousands  of  computer  users  who  protect  themselves  with 
Norton  AntiVirus.  Download  a  trial  version  of  the  new  Norton  AntiVirus  4.0  at 
www.symantec.com.  And  get  antivirus  protection  that's  always  up-to-date. 


r 


The  cure  for  the  viruses  you  have  today  and  the  new  ones  you  will  face  tomorrow. 


NORTON 


Antivirus 


BMmte  today's 
tomorrow's 
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SYMANTEC. 


For  additional  product  information  or  employment  opportunities  visit  us  at  wwwsymantec.com.  In  the  U.S.,  call  1-800-822-6417  ext.  9L27.  In  Canada,  call  1  -800-365-8641 

In  Australia,  call  02-9850-1000.  In  Europe,  call  31-71-535-3111.  Symantec  and  the  Symantec  logo  are  U.S.  registered  trademarks  and  Norton  Antivirus  and  LiveUpdate  are  trcidemarks  of 

Symantec  Corporation,  All  other  brand  names  and  trademarks  are  the  property  of  their  respective  owners,  ©1997  Symantec  Corporation.  All  rights  reserved. 
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We'll    go    out    on    a    limb    and    guess    that    you're 


also     the      IS      Department. 

Need  help?  Introducing  the  HP  Brio  PC. 
A  new  PC  with  the  Intel'  Pentium*  pro- 
cessor with  MMX'"  technology  designed 
and  built  entirely  for  your  small  business. 


The  new  HP  Brio  Small 
Business  PC,  under  SI, 000' 


166  MHz,  200  MHz,  or  233  MHz 
Intel  Pentium  processor  with 
MMX  technology 


16-blt  audio  card 


Up  to  6GB  hard  disk  drive 
(2.1GB,  3.2GB,  4GB,  6GB) 


16MB  and  32MB  memory  models 
16X  and  24X  CD-ROM  drive  max 


Purchasing  will  appreciate  the  HP  Brio's        56kbpsmodem 


affordability   and   compatability.    Human   Resources   will   love 


fc 


the    quality   and   reliability   of  the   HP   brand.   And 


Training  will  relish  the  fact  that  the  HP  Brio  goes 


Pentium' 

to  work  right  out  of  the  box.  In  other  words,  it's  you  who  will  find 
that  the  HP  Brio  meets  all  the  needs  of  your  growing  company. 
Download  Microsoft*  Internet  Explorer"  4.0  from  our  HP  Brio 
website  and  you  have  the  perfect  PC  for  doing  business  on  the  net. 

Find  out  how  to  win  an  HP  Brio  and  LaserJet  printer.  Get  our  free 
technology   guide.'   1-800-307-639  7,   ext.    4003. 
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Q  -^_  ji.L  54  ^  to  stay  and  some  money 
OIIIIIM  in  my  pocket.  But  they  just 
gave  me  reasons  why  I  shouldn't  be  in  the 
condition  I  was  in.  It  got  to  the  point  where 
it  was  pretty  hairy.  I  had  a  job,  but  it 
wasn't  enough.  I  was  barely  eating.  I  stayed 
at  a  shelter  one  night.  At  one  point  I  just 
cried  and  couldn't  stop.  I  was  so  alone.  I 
even  contemplated  suicide.  I  bought  the 
pills.  I  bought  the  alcohol.  I  rented  some 
cheesy  hotel  room.  Then  I  started  think- 
ing about  all  the  things  I  used  to  tell  my 
cousin:  about  always  succeeding  no  mat- 
ter what,  that  suicide  is  a  cop-out,  that  it's 
a  failure. 

Eventually,  I  decided  to  go  to  Califor- 
nia to  live.  I  found  a  job  working  for  the 
El  Capitan  Theater  on  Hollywood  Boule- 
vard in  Los  Angeles  as  an  usher.  I  got  a 
second  job  at  Universal  Studios  in  its 
wardrobe  department.  I  was  30  years  old 
and  working  for  minimum  wage.  All  I 
could  think  was  what  a  failure  I  was. 

Meanwhile  my  aunt  Marie  was  trying 
to  contact  me.  She  always  said  she  saw  a 
talent  in  me,  a  potential  where  I  could  do 
a  lot  of  good  for  a  lot  of  people.  She 
worked  at  Capilano  College  in  Vancouver, 
Canada,  and  told  me  about  a  multimedia 
course  they  offered.  She  knew  it  would  be 
perfect  for  me.  I  checked  it  out  and  liked 
it.  So  I  said,  "Okay,  I'll  save  my  money  and 
go  to  the  school."  My  aunt  said,  "Don't 
worry  about  living  expenses,  don't  worry 
about  paying  for  the  course.  Just  worry 
about  having  spending  money." 

My  aunt  bought  me  a  Macintosh.  It  was 
in  my  room  when  I  got  there.  I  said.  Holy 
cow.  I  knew  I  had  to  make  good  because 
someone  had  faith  in  me.  I  studied  all 
summer  long  in  my  room,  only  coming  out 
to  eat.  At  first  I  was  intimidated  at  school, 
but  then  I  realized  I  knew  as  much  about 
the  Macintosh  as  anyone  in  that  class. 

Two  years  later  I  graduated  from  Capi- 
lano with  an  information  technology 
degree.  I  couldn't  get  a  work  visa  to  work 
in  Canada,  and  I  didn't  want  to  go  too  far 
from  there.  Then  Seattle  hit  me. 

I  was  overwhelmed  when  Microsoft 
offered  me  a  job.  It  was  the  first  time  I  had 
actually  worked  around  so  many  intelli- 
gent people.  We're  talking  people  who 
actually  live  and  breathe  their  computers. 
So  I  was  a  little  taken  aback  by  the  whole 
scene.  But  I  found  it  was  perfect  for  me. 
At  first  I  was  just  supporting  Macs.  Now 
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I'm  supporting  Windows;  I  get  all  kinds 
of  calls  from  people.  There  are  those  who 
actually  know  their  systems  and  those 
who've  never  had  a  computer  before.  More 
recently  I'm  not  just  spending  my  day 
answering  the  phone.  I'm  doing  schedul- 
ing and  data  support. 

I  look  upon  Microsoft  as  my  univer- 
sity. You  come  here  and  you  learn.  The 
experience  of  working  with  this  company 
is  something  I  want  to  use  when  I  go  for- 
ward. In  another  four  or  five  years,  I 
intend  to  start  a  company  that  creates 
multimedia  software  for  entertainment 
and  educational  purposes. 

So  far  so  good.  I'm  on  track.  I'm  sta- 
bilizing. The  same  day  I  got  a  job  here,  I 
got  a  new  apartment.  I  just  recently  pur- 
chased a  car.  It's  a  slow  and  steady  thing. 
I've  had  to  be  very  patient.  I  guess  you 
could  say  the  computer  industry  kind  of 
saved  me.  ■ 


Sharansky 


60  •^  had  nothing  to 
do  with  logic.  It  is 
not  logical,  for  example,  to  continue  to 
fight  if  you  know  the  KGB  is  going  to  kill 
you.  And  it  took  more  than  logic  to  get 
you  through  six  years  in  prison  and  three 
more  in  the  camps. 

After  my  release  from  the  camps,  I 
thought  for  a  few  moments  about  return- 
ing to  computers.  Then  I  discovered  that 
in  the  interim,  four  generations  of  the  com- 
puter had  been  born  and  died. 

Since  my  days  in  the  university,  I  had 
become  skeptical  about  the  ability  of  pro- 
gramming to  solve  all  human  problems. 
The  problem  is  that  algorithms  deal  only 
with  the  synthetical  world  rather  than  the 
real  world  of  syntax  and  human  under- 
standing. It  was  in  the  realm  of  chess  that 
this  became  really  clear  to  me. 

At  school  I  had  been  working  on 
developing  one  of  the  first  chess  programs 
to  teach  computers  how  to  play  end 
games.  It  is  very  complicated.  Things  that 
seem  to  make  very  little  difference  are 
actually  the  difference  between  winning 
and  losing.  For  this  kind  of  chess  program, 
the  only  way  you  can  make  it  work 
is  with  synthetical  comparisons,  with 
heuristic  programming  that  deals  only 
with  options  that  can  never  be  real.  And 
this  basic  realization  was  brought  home  to 
me  again  recently  when  I  got  a  chance 
to  play  IBM's  Deep  Blue,  the  computer 


that  beat  Garry  Kasparov. 

I  have  been  a  chess  player  all  my  life. 
I  played  it  in  my  head  in  prison  and  actu- 
ally beat  Kasparov  in  one  match  he  played 
simultaneously  against  a  number  of  play- 
ers in  Israel.  Chess  is  a  game  where,  as  you 
play,  you  quickly  begin  to  feel  the  style, 
strengths,  and  weaknesses  of  an  opponent. 

At  first,  when  I  began  playing  Deep 
Blue,  I  thought  I  could  play  it  the  way  I  do 
a  human  opponent.  But  I  quickly  recog- 
nized that  playing  the  computer  was  like 
competing  in  a  race  against  an  airplane. 
In  the  first  three  meters  it's  okay,  and  then 
you  simply  have  to  fall  back  and  enjoy  the 
beauty  of  the  takeoff. 

I  found  that  all  the  human  chess  tricks 
designed  to  deceive,  to  seduce  your  oppo- 
nent into  going  in  the  wrong  direction, 
simply  didn't  work  with  Deep  Blue.  At 
some  point  within  the  first  few  moves,  I 
realized  there  was  no  way  to  play  tricks  on 
the  computer.  It  was  like  being  squeezed 
by  a  giant  press — you  put  your  finger  here 
and  push,  and  it  makes  no  difference. 

And  when  I  realized  that  none  of 
my  traps  made  any  difference,  I  was 
at  first  morally  destroyed.  But  then  I  real- 
ized that  what  you  needed  to  do  was 
simply  enjoy  it. 

I  love  the  moment  that  airplanes  get 
airborne,  and  I  realized  that  against  Deep 
Blue  you  do  your  best  and  just  enjoy  how 
it  sees  everything.  And  even  though  you 
cannot  play  any  tricks  on  it,  you  quickly 
see  that  even  without  the  human  element, 
it  is  still  playing  as  though  it  is  thinking. 

Unlike  Kasparov,  I  had  friendly  rela- 
tions with  Deep  Blue's  programmers.  They 
explained  to  me  that  Deep  Blue  had  little 
semantical  programming;  it  was  all  syn- 
thetical— just  counting  and  counting.  They 
also  helped  me  understand  that  even  if 
it  does  not  actually  "think,"  the  computer 
can  give  us  a  much  deeper  understanding 
of  how  mankind  will  develop  its  chess 
thinking  in  the  next  few  centuries.  The 
computer  is  also  a  good  way  to  show  the 
depth  of  chess,  how  much  richer  a  game 
it  can  be,  even  after  3,000  years  of  people 
playing  it. 

The  spirit  of  competition  isn't  dead.  It 
has  merely  moved  to  a  different  board. 
For  example,  there  are  former  Soviet 
scientists  in  Israel  right  now  trying  to 
invent  a  new  program  to  get  revenge  on 
Deep  Blue.  ■ 
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As  the  largest  single-source  provider  of 
omputer  and  telephony  solutions,  Source 
las  helped  thousands  of  custonners  save  up 
0  40%  in  phone  equipment  costs. 

Founded  in  1971,  think  of  us  as  the 
irading  floor  of  the  communications  equipment 
ndustp/.  We  use  the  latest  information  systems 
0  track,  buy  and  sell  telecom  equipment. 
\nd  our  customers  have  access  so  they 
;an  manage  their  equipment.  For  inventory 
management,  every  product  is  serial  barcoded 
0  identify  origin,  ownership,  activity  and 
/varranty  data.  This  also  helps  us  provide 
ntegrated  services,  logistics  management 
ind  insure  each  part's  quality.  Plus  we  test, 
epair,  refurbish  and  reconfigure  existing 
equipment.  When  it  comes  to  service,  no 
)ne  offers  the  technical  assistance,  integrated 
services,  financing,  in-depth  training,  and 
'ound-the-clock  support  like  we  do. 


Need  a  part  in  a  hurry?  No  problem. 
Our  warehouse  stocks  over  250,000  parts, 
so  we  ship  80%  of  our  orders  the  same  day 
and  half  of  those  by  air. 

We're  technology  neutral.  Meaning  there's 
no  hidden  agenda  trying  to  sell  you  specific 
brands.  Instead,  we  offer  products  from  over 
140  different  manufacturers  that  best  meet 
your  needs — we  call  it.  Source  brand. 

The  Source  Guarantee.  If  there's  ever 
a  problem  with  a  Source  component,  we  will 
airfreight  a  prepaid  replacement.  This  warranty 
is  good  three  hundred  and  sixty-five  days  from 
the  date  of  purchase  and  exceeds  most  new 
equipment  warranties. 

No  other  company  has  the  range  of 
services,  variety  of  brands  and  assurance 
of  quality.  But  there's  really  only  one  way  to 
find  out  how  we  can  save  you  money,  simply 
call  me,  David  Potter,  at  1-888  Potter  4. 


WE'VE  HELPED 


COMPANIES  BIG 


AND  SMALL 


SAVE  30-40%  ON 


PHONE  EQUIPMENT 


COSTS 


CARE  TO  TALK? 


SOURCE 


integrated 

Telecommunication 

Solutions 

(800)  608-6509 
http://www.source.com 


Let's 


Think  small  and  the  future's  in 
your  hands.  Hand-held  communication 
products  are  bringing  us  new  freedom.  To  be 
.  mL  more  independent.  More  productive.  And  to  help  us  keep  close  to 
the  people  we  care  about.  But  what's  next?  Pagers  that  send 
pictures?  Pocket  sized  videophones?  Dick  Tracy  style  watches?  As 


Philips  Semiconductors  continues  to  develop  smaller,  faster 
microchips,  they'll  all  become  possible.  Today  our  partners  choo!>i 
Philips  semiconductors  for  their  products  not  simply  because  we'i 
thinking  about  tomorrow.  But  because  we  are  application  and 
market  oriented.  Philips  develops  reference  designs  that  turn  ideal 
into  products  faster.  And  supply  dedicated  off-the-shelf  chipsets 

i 


put  communications 

in  the  palm  of  our  hand 


Ji,:'^ 


t  cut  product  development  time  and  risk.  Soon,  being  able  to  roach 
fieone,  or  something,  anytime  and  an)nA'here  will  be  taken  kn  granted. 

w?  See  the  future  today  at  ^^  vv  i-  s  ^r,>       .^tor.s.philips.com.  IxiV  do 

rc  than  just  stay  in  touch  with  tomorrow,  let's  create  it. 

Atel.  +1-800-447-1500,  ext.  1315.  Europe  fax,  +31-10-284-3181, 

3te  "cm".  Asia  fax.  +852-281 1-9173,  quote  "17B". 


INVESTOR  WANTS  TO  BUY  SOME  STOCKS 


INVESTOR  CALLS  FULL- 
COMMISSION  BROKER 


Broker  on  phone  with 
another  client 


Investor  calls  back  30 
minutes  later 


Broker  calls  back 


Investor  gets  broker's 
voicemail,  leaves  message 


Investor  asks  for  100 
shares  of  stock  A 


Broker  suggests  100 
shares  of  stock  B    I 


Investor  asks  for  100 
shares  of  stock  A 


Broker  suggests  100 
shares  of  stock  B 


Investor  asks  to  see 
stock  B's  five-year  history 


X 


Broker  says  he's  seen  it 


Investor  asks  to  see  detailed 
report  of  company 


Broker  says  don't  worry 


Investor  asks  for  a 
real-time  quote 


Broker  says  he'll  | 
call  right  back 


H     Investor     | Broker  callsj 
waits       I  back       I 


Asks,  was  it  200  or 
300  shares  of  stock 
B  investor  wanted? 


Broker  asks  investor 
how  his  kids  are 


Investor  relents,  buys 
200  shares  of  stock  B 


Investor  asks  for  100 
shares  of  stock  A 


Broker  gets  employee 
of  month  plaque 


Broker  asks  investor  if 
he's  absolutely  sure 


Investor  is  sure 


] 


Broker  approves  buy        | 


Stock  A  gams  3  points       | 


Trade  transacted 
sometime  later 


Investor  calls  broker 
to  verify  trade 


Broker  on  phone  with 
another  client 


INVESTOR  LOGS  ON 

www.schwab.com 


■ 

N 

1 

1      Pulls  up  in-depth 
I       company  report 

STANDARI 
■.POORS 

1 

1 

^    Compares  stock's 
historical  price  to 
^   its  moving  average 

^HcharU 

1 

1 

/'    Check  recent 
1       news/analysts 
V^  consensus  picks 

Company  New 
&  Research 

1 

^                      y 

■ 

^ 

1 

Accesses  account,  places 
order  for  100  shares  at  market 


Trade  transacted  almost  immediately 
Verified  soon  after 


T 


(Elapsed  time:  00:15:02) 


(Elapsed  time:  07:23:15) 


Of  course,  trading  with  a  traditional  broker  isn't  always  this  much  hassle,  but  it  certainly  can  be.  Investing  online  with  Schwab,  on 
the  other  hand,  is  fast,  secure  and  simple.  So  much  so  that  we  have  over  a  million  active  online  accounts,  and  we're  adding  thousands 
more  every  month.  No  one  else  gives  you  a  larger  online  selection  of  stocks,  bonds,  mutual  funds,  options  and  treasuries  (with  trades 
transacted  instantly  in  most  cases).  And  no  one  else  gives  you  Market  Buzz'" — over  80  sources  of  independent  and  unbiased  information 
to  keep  you  up  to  date  on  trends,  news  and  pricing.  Because  there  aren't  shortcuts  to  successful  investing,  just  shorter  ways. 
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To  open  a  Schwab  account  today  contact  us  at  1-800-540-6793  or  www.schwab.com 
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Ted  Koppel 
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Grady  Grissom 

Cattle  Rancher 


Lucy  Lipp 

Sex  Goddess 


AudieL  Hall 
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Gene  Roberts 

Managing  Editor 


Larry  Wood 

Toy  Designer 


OR  EVERY  NEW  CAREER  CREATED  by  the 

information  revolution,  a  thousand 
■  more  survive  from  the  Old  Order.  Yet 
they  are  also  new,  transformed  by  tech- 
nology into  something  often  utterly 

unrecognizable.  Only  the  title  itself  remains. 

We  are  all  forced  to  take  stock  of  our  jobs  and 


professions.  What  still  matters?  What  still 
works?  What  are  the  new  rules?  And  left 
unsaid  is  the  equally  universal  fear  that  even 
as  our  jobs  survive,  it  is  we  who  have  become 
obsolete.  Old  wine  put  into  new  casks  some- 
times becomes  more  subtle  and  valuable.  But 
just  as  often  it  grows  bitter  and  sour. 
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OLD     WINE 


LARRY  wnnn 


Hot-Wheeling 
into  the  Past 


Larry  Wood,  54,  is  chief  designer  of  the  Hot  Wheels  division 
of  Mattel.  He  has  worked  at  Mattel  for  29  years. 

I  BARELY  GOT  THROUGH  HIGH  SCHOOL.  But  when  I  tOok  a 
sheet-metal  training  course  at  Pratt  &  Whitney,  they 
graded  me  on  how  I  worked  with  my  hands.  That  was  a 
big-time  breakthrough  for  me.  Working  at  Pratt  &  Whit- 
ney was  a  fun  job,  and  where  math  came  in — making 
really  critical  brackets  that  went  on  airplanes — it  all  began 
to  make  sense  to  me.  But  one  day  I  realized  that  the  guy  next 
to  me  had  been  on  the  job  for  about  30  years,  and  I  knew  this 
wasn't  what  I  wanted  to  do  for  the  rest  of  my  life. 

I've  drawn  cars  since  I  was  3  years  old.  So  while  I  was 
working  the  late  shift,  I  started  drawing  cartoons  of  the  cars 
of  the  guys  I  worked  with.  Then  I  read  an  ad  in  Motor  Trend 
magazine  for  Art  Center  College  of  Design  in  California.  It 
said  they'd  teach  you  to  draw  cars  so  that  you  could  get  a  job 
in  the  automotive  field.  In  my  wildest  dreams  I'd  never  imag- 
ined there  were  people  who  got  paid  for  drawing  cars.  My 
mom  was  an  art  teacher,  so  she  helped  me  put  together  a  port- 
folio. Just  sketches  and  stuff,  but  we  cut  it  out  in  the  shape  of 
an  artist's  palette.  They  must  have  laughed  at  it  at  the  school, 
but  I  guess  it  showed  creativity  because  I  was  accepted.  My 
class  started  with  50,  but  only  8  of  us  graduated.  Art  Center 
taught  that  the  deadline  was  king,  that  you  always  had  to 
deliver  your  product  on  time.  Since  then,  I've  never  let  any- 
one slide  on  a  deadline. 

I  got  hired  by  Ford  and  began  working  there  in  Michigan 
in  1965.  At  first  it  wasn't  bad.  I  worked  on  the  Mach  1,  the 
hottest  Mustang  at  the  time,  and  the  GT40  racing  car.  But  the 
safety  thing  had  hit  Detroit  in  the  mid-'60s.  Cars  had  these 
big  bumpers  on  them,  and  the  styling  was  pretty  bad  so  it 
just  wasn't  going  anywhere  for  me.  All  my  friends  were  leav- 
ing for  California,  so  I  went  there  too  and  got  a  job  at  a  ven- 
dor for  Lockheed  doing  L-101 1  interiors.  One  night  in  1969 
I  went  to  a  party  at  the  house  of  a  former  Foid  designer,  and 


his  son  was  playing  with  a  Hot  Wheels  car.  And  I  said,  "Wow, 
this  is  neat.  What  is  this?"  And  he  said  he  was  a  designer  for 
Hot  Wheels  but  that  he  wanted  to  design  space  stuff,  not  cars. 
So  I  asked  him  to  put  a  word  in  with  his  boss,  and  he  went 
off  to  design  other  things  and  I  took  over  for  him.  From 
designing  regular  cars  for  most  of  my  career,  I  now  do  all 
the  high-dollar,  die-cast  collector  items.  The  collectors'  cars 
are  a  lot  more  complicated  and  exacting. 

There's  a  tremendous  change  among  younger  designers 
today  in  the  way  they  use  technology.  But  turnover  here  is 
very  low,  so  we  haven't  hired  any  young  people  recently. 
Among  our  group,  only  a  few  occasionally  design  the  cars  on 
computers.  A  few  years  ago  we  tried  doing  it.  We  did  a  com- 
plete series  of  vehicles  on  an  Alias  system,  and  we  started  to 
go  in  that  direction.  But  to  me  it  seemed  that  the  group  was 
spending  a  tremendous  amount  of  time  on  the  computer. 
In  less  time  we  could  draw  the  designs  and  send  the  infor- 
mation to  Malaysia  or  China,  where  a  lot  of  our  cars  are  man- 
ufactured, and  they  would  end  up  making  a  wooden  pattern, 
a  beautifully  carved  model  of  the  whole  car  and  of  each  indi- 
vidual part.  They  do  a  fantastic  job. 

Where  things  have  really  changed  is  in  the  decoration  of 
the  cars.  In  the  old  days,  five  years  ago,  we  did  all  the  artwork 
by  hand.  Now  it's  all  done  by  computer.  We  put  it  in  the  com- 
puter, we  email  it  to  China,  they  take  it  out  of  the  computer 
and  burn  it  into  the  printing  plates  and  send  us  back  the  final. 
All  the  packaging  is  done  on  computer,  too.  That's  a  100% 
change  from  the  good  old  days.  Right  upstairs  there  are  prob- 
ably 100  machines,  and  rows  and  rows  of  guys  putting  art- 
work on  the  packaging.  There's  hardly  any  handwork  done 
up  there  anymore.  And  a  lot  of  our  engineering  is  done  on 
computers  now,  too.  We  send  that  to  China  digitally,  and 
they're  ready  for  that.  But  the  cars  themselves,  the  way  we 
work,  I  can't  see  that  changing  anytime  soon. 

If  I  were  coming  out  of  the  Art  Center  today,  I'd  probably 
want  a  workstation,  and  I'd  do  everything  on  the  ^105 
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Audie  L.  Hall,  42,  is  an  undertaker  who  disinterred  President 
Zachary  Taylor's  body  in  1990.  Some  experts  believed  Taylor 
had  been  assassinated,  but  test  results  proved  otherwise. 

HAD  JUST  SEEN  PRESIDENT  ZaCHARY  TaYLOR,  but  I  didn't 

think  it  would  be  such  a  media  spectacle  until  I  got  home 
that  evening,  and  people  started  saying,  "Oh,  I 
saw  you  on  TV  today!"  And  that  really  did  it — 
it  dawned  on  me  that  I  had  been  on  TV!  It  was 
one  of  those  things.  You're  in  the  right  place  at 
the  right  time. 

President  Taylor  was  a  skeleton  wearing  a  white 
suit,  turned  yellow.  You  see,  Lincoln  was  the  first 
president  to  be  embalmed,  and  embalmin'  sure  has 
changed  in  the  last  100  years. 

Years  ago,  when  you  died,  the  embalmer  used  to 
come  to  the  house  and  embalm  you.  They  had  what 
was  called  a  cooling  table.  I  have  one  in  my  funeral 
home.  Or  they  used  a  kitchen  table.  And  his  appren- 
tice would  take  the  bucket  outside  and  dump  it 
every  now  and  then,  and  then  they  embalmed  the 
person,  dressed  him,  and  put  him  in  the  coffin  and 
everything,  at  the  house.  This  is  the  way  it  used  to 
be  done. 

But  modern  chemicals  can  keep  a  body  longer, 
so  nowadays  it's  all  done  at  a  funeral  home.  And 
the  embalmin'  fluid  is  more  advanced.  Because  of 
all  the  different  medicines  used  to  keep  people  alive 
longer,  we've  got  to  use  different  types  of  fluids,  and 
we  treat  each  embalmin'  case  on  its  own  merits.  You 
don't  embalm  two  bodies  the  same  way. 

There  are  new  types  of  cosmetics,  and  so  forth, 
always  corning  out.  New  waxes,  like  if  we  get  some- 
one with  trauma  to  the  face,  and  we  do  the  restora- 
tive work.  Years  ago,  you  had  to  get  them  warm  and 
everything  to  work  with  'em.  Now,  at  room  tem- 
perature, you  can  work  with  'em.  They  will  stay 


longer  than  with  the  old  type  of  wax.  So,  you  got  your  waxes, 
your  chemicals — everything's  changin'. 

We  get  you  back  as  close  to  your  appearance  as  we  can. 
Now,  there's  no  way  for  you  to  learn  this  in  school;  it's  some- 
thing you  kind  of  get  a  second  eye  for,  the  more  bodies  you 
embalm.  It's  like  any  other  profession — the  longer  ^104 
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The  Clickety-Click 

of  the  Teletype 


Former  executive  editor  of  the  Philadelphia  Inquirer, 
Gene  Roberts,  65,  is  now  the  managing  editor  of  the  New 
York  Times.  He  got  his  start  in  newspapers  in  the  1940s. 

|T  WAS  SOMETIME  AROUND  THE  mici-'70s  when  we  began 
looking  for  our  first  computer  system  at  the  Inquirer.  I 
put  together  a  search  team  to  see  what  system  we  should 
go  for.  There  was  a  company  in  Massachusetts,  operat- 
ing out  of  a  garage,  called  ATEX,  that  seemed  to  have  the 
most  advanced  system.  Newsday,  one  of  the  early  papers 
to  computerize,  picked  them.  Unfortunately,  when  we  sub- 
mitted our  proposal  to  Knight  Ridder,  they  got  worried  about 
ATEX's  financial  underpinnings.  They  insisted  that  we  go  with 
a  California  defense  contractor.  We  damn  near  sank,  the  sys- 
tem never  worked  properly,  and  ultimately  we  had  to  go  back 
to  ATEX. 

There  was  initial  hostility  among  reporters  to  computers. 
They  were  skeptical  and  believed  in  the  typewriter.  But  then 
they  discovered  how  easy  it  was;  you  didn't  have  to  scratch 
in  changes,  and  you  could  turn  whole  sentences  on  their  ears. 
Suddenly  reporters  became  true  believers  and  resistance  dis- 
appeared almost  overnight. 

In  the  early  days,  of  course,  we  worried  about  the  potential 
for  sabotage.  Computers  then  did  not  have  a  lot  of  safeguards. 
Another  problem  was  that  once  reporters  got  into  comput- 
ers, they  began  storing  notes  and  all  kinds  of  things  that  took 
up  expensive  memory.  At  one  point  in  Philadelphia,  we  had 
to  have  an  inventory  check  of  each  reporter  to  see  what  they 
had  stored  in  memory.  We  found  one  reporter  who  had  stored 
an  entire  novel,  and  not  a  thin  one  at  that.  At  that  point  we  got 
stricter. 

Because  of  computers,  there  were  fundamental  changes  to 
the  ambience  of  the  newsroom.  Before,  the  noise  had  just 
been  "clickety-cIick."  When  I  arrived  at  the  Inquirer,  there 
were  something  like  70  teletype  machines  all  going  at  60  to 
90  words  per  minute.  Later,  newsrooms  became  much  quieter. 
And  it  was  not  just  the  sound  but  the  smell  as  well.  At  the 
Inquirer,  there  was  such  a  residue  of  ink  that  you  would  walk 


into  the  pressroom  and  leave  indelible  footprints  for  30  min- 
utes wherever  you  walked. 

Along  with  other  factors,  computerization  made  it  pos- 
sible to  consistently  bring  in  such  great  labor  savings  that  you 
could  continually  push  the  size  of  the  newsroom  staff.  In  1972 
there  were  237  people  in  the  newsroom;  when  I  left  in  1990, 
we  had  550.  It  was  hard  to  remember  the  days,  not  so  long 
before,  when  the  composition  room  had  been  larger  than  the 
newsroom. 

But  the  automation  savings  cycle  ran  out  by  the  early 
1990s.  At  some  point  the  gains  from  automation  became  min- 
imal, with  every  possible  efficiency  achieved. 

I  came  to  the  New  York  Times  in  1994  with  the  job  of  mov- 
ing the  newspaper  into  new  and  more  technologically 
advanced  presses.  We  just  stopped  the  press  in  the  Times's 
headquarters  in  June  and  transferred  printing  in  New  York 
to  two  satellite  presses,  one  upstate  and  the  other  in  New  Jer- 
sey, both  connected  to  the  paper  by  fiber  optics.  We  print  in 
other  cities  such  as  Boston,  Washington,  and  the  San  Fran- 
cisco Bay  Area  via  a  satellite  linkup. 

Technology  is  really  affecting  the  scope  of  the  New  York 
Times.  In  1980  the  paper  had  only  a  26,000  circulation  out- 
side the  Boston-Washington  corridor.  Today  it's  almost 
300,000  daily  and  more  on  Sundays. 

Our  Web  site  has  become  a  commercially  viable  reposi- 
tory of  information.  We  are  even  putting  things  on  our  Web 
site  that  might  be  excerpted  in  the  newspaper.  But  as  far  as 
a  totally  electronic  version  of  the  New  York  Times,  I  think  that 
paper  and  ink  will  be  around  for  a  long  time  to  come.  Ter- 
minals do  not  lend  themselves  to  easy  reading  or  sifting 
through  a  number  of  stories. 

From  the  time  I  came  to  the  Times  until  we  shut  down  the 
presses  in  the  42nd  Street  headquarters  in  June,  there  was 
the  smell  of  ink  wafting  from  floor  to  floor.  It  was  reminis- 
cent of  the  wonderful  sounds  and  smells  of  newspapers  before 
the  technology  revolution.  They  became  part  of  your  life  and 
environment.  Gradually,  they've  all  gone,  something  that 
makes  me  believe  that  I'm  retiring  at  the  right  time.  ■ 
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GTE  Internetworking 

BBN  built  the  forerunner  to  the  Internet,  research  center,  BBN  Technologies, 
and  sent  the  world's  first  e-mail.  Now,  BBN  has  joined  forces  with  GTE 
They  run  the  world's  leading  Internet       to  create  GTE  Internetworking.  We're 


investing  hundreds  of  millions  of  dollai 
to  build  a  backbone  network  100  time 
bigger  than  today's  Internet-  bi 
enough  to  withstand  the  rigors  ( 
business.  For  companies   large  an 


folks  who 


hing  called 


imall  this  means  a  quicker,  more 
reliable,  more  secure  way  of  doing 
)usiness  on  the  Internet.  In  fact,  GTE 
Internetworking  provides  the  only 
feb  hosting  service  that  has  aced 


the  Internet. 


every  security  test  thrown  at  them 
by  the  National  Computer  Security 
Association.  To  find  out  more,  call  us 
at  800-472-4565.  or  visit  our  web  site 
at  www.internetworking.gte.com. 
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Wrangling  with 
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Princeton-educated  Grady  Grissom,  35,  is  a  cattle  rancher  in 

southeastern  Colorado.  He  manages  400  head  of  cattle. 

OUR  RANCH  IS  14,000  ACRES,  9  to  10  miles  long  and 
k  between  2  to  4  miles  wide.  I  love  the 
m  wide-open  space,  the  canyons,  and 
I  the  cedars.  One  of  the  reasons  we 
f  picked  this  piece  of  land  was  for  the 
canyons  that  run  through  it. 
When  I  was  in  college  at  Princeton,  I  always 
felt  like  I  was  trapped  in  a  box.  Too  many  people, 
too  little  space.  People  in  the  East  used  to  ask 
me  if  I  missed  the  Rockies.  They  assumed  that 
the  mountains  are  the  most  beautiful  things  in 
Colorado.  But  what  I  really  missed  was  the  space. 
I  run  the  ranch  pretty  much  by  myself  except 
during  branding  and  calving  seasons.  I  could 
run  it  without  modern  conveniences,  but  I'd  def- 
initely lose  efficiency.  Using  trucks,  all-terrain 
vehicles,  and  horses,  I  can  take  care  of  my  entire 
herd,  400  cows,  and  still  have  time  to  do  every- 
thing else  I  need  to  keep  the  ranch  going. 

The  work  is  grueling.  In  spring  during  calv- 
ing season,  I  start  work  at  dawn.  When  a  heifer's 
ready  to  deliver,  she  usually  hides  in  a  secluded 
place.  Sometimes  I  need  to  help  with  the  deliv- 
ery. If  I  have  to  reposition  the  calf,  I  have  to  stick 
my  arm  in  and  physically  move  the  calf  so  it  can 
get  out.  If  the  calf  is  too  big,  I  help  the  heifer 
by  pulling  on  the  calf's  legs  or  applying  traction 
with  chains. 

On  a  ranch,  the  cattle,  the  weather,  the  coun- 
try— those  are  the  things  that  really  dictate  my 
life.  But  I'm  practical.  When  technology  fits  my 
purpose,  it's  great.  When  I  needed  to  keep 
records  on  my  herd,  the  most  efficient  way  was 


to  use  my  Macintosh.  I  think  I  depart  fi-om  the  typical  rancher 
in  that  sense.  I  could've  bought  off-the-shelf  cattle-record 
software  for  $500  to  $1,000.  But  I  had  ideas  on  how  to 
improve  the  typical  record-keeping  software.  I'd  had  ^104 
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TFD  KOPPFI 


A  Victory  for 

Voyeurism 


Ted  Koppel,  57,  is  the  anchor,  chief  interviewer,  and  manag- 
ing editor  of  ABC's  Nightline.  He's  held  the  position  since  the 
late-night  news  program  first  aired  in  March  1980. 

I've  been  with  ABC  for  34  years,  and  the  evolution  of 
technology  since  I  began  has  been  enormous.  It  has  made 
an  important  impact  in  the  craft  of  television  journal- 
ism. In  1967,  when  I  was  covering  the  war  in  Vietnam, 
cameramen  were  capable  of  carrying  a  sound  camera, 
a  couple  of  batteries,  and  five  or  six  fresh  magazines  of 
film.  It  was  basically  50  pounds  of  equipment  for  only  10  to 
12  minutes  of  film  times  six — a  total  of  around  one  to  one 
and  a  half  hours.  By  contrast,  with  today's  digital  cameras, 
you  have  enough  battery  power  and  video  to  shoot  for  an 
almost  limitless  amount  of  time. 

Another  key  difference  between  1967  and  today  is  the 
amount  of  time  that  passes  between  shooting  and  the  actual 
broadcast.  If  you  were  in  the  field  in  Vietnam,  you  transported 
your  film  to  Saigon  for  a  daily  flight  out,  then  it  had  to  go 
to  Hong  Kong  or  Bangkok  to  be  shipped  to  New  York.  Usu- 
ally it  took  24  to  36  hours  to  get  to  Kennedy  Airport,  where 
it  was  picked  up  and  couriered  to  the  lab.  It  would  then  take 
a  couple  of  hours  to  process  and  edit  before  it  was  aired. 

Today,  with  videotape,  satellites,  and  portable  ground  sta- 
tions in  common  use,  you  can  feed  things  live  from  anywhere, 
as  we  did  from  Baidoa  during  the  Somali  crisis,  which  is  about 
as  isolated  a  corner  of  the  world  as  you  can  find. 

The  changes  are  not  only  physical.  They  also  involve  the 
way  you  write  and  present  a  story.  It  means  you  write  a  dif- 
ferent kind  of  narrative,  knowing  that  the  audience  will  hear 
it  in  one  or  two  hours,  as  opposed  to  two  or  three  days  later. 
It  also  means  that  you  have  to  assume  the  story  can  be  picked 
up  anywhere.  Thirty  years  ago  in  Vietnam,  we  worked  on  the 
assumption  that  any  battle  we  reported  on  would  be  history 
by  the  time  the  story  was  broadcast.  In  an  era  of  instanta- 
neous satellite  transmission  it  means  that  the  story  will  be 


seen  within  hours,  and  that  the  reactions  to  the  story  will 
begin  immediately  afterward. 

Technology  has  imposed  a  whole  set  of  philosophical 
problems.  If  you  point  a  camera  at  an  event,  does  that,  in  and 
of  itself,  constitute  journalism?  I  don't  think  so,  but  it  is  some- 
thing frequently  represented  as  journalism.  Today,  we  have 
the  capacity  to  fly  a  helicopter  with  a  camera  over  O.  J.'s  white 
Bronco  on  a  Los  Angeles  freeway.  Is  that  journalism?  I  don't 
think  so. 

I  believe,  fundamentally,  that  journalism  lies  in  the  abil- 
ity to  edit.  To  put  things  in  context.  Today,  often  all  we  can 
say  is, "Five  minutes  ago  the  Bronco  was  here,  now  it's  there." 
Do  you  really  know  what's  going  on?  No.  It's  merely  the  abil- 
ity to  engage  in  electronic  voyeurism. 

I  think  that  live  TV  has  confused  a  lot  of  people  into  think- 
ing that  seeing  an  event  is  the  equivalent  of  journalism.  The 
real  danger  is  that  too  few  of  my  colleagues  have  done  a  good 
job  of  explaining  or  even  understanding  what  real  journal- 
ism is  about.  Technology  has  created  a  whole  new  demand 
for  live  TV  journalism,  which,  when  you  think  about  it,  is 
almost  an  oxymoron.  What  I  call  "McThought,"  the  jour- 
nalistic equivalent  of  fast  food. 

God  help  us  if  we  lose  viewers  because  they  think  we're 
doing  something  educational,  but  I  think  it  is  the  duty  of  the 
journalist  to  look  at  trends  in  the  world  and  present  a  rea- 
sonably intelligent  report  about  why  a  particular  develop- 
ment should  be  paid  attention  to. 

I  have  similar  problems  with  the  Internet.  It  is  a  medium 
that  has  brought  to  life  the  saying,  "Anybody  can  be  a 
journalist... and  often  is."  The  bane  and  glory  of  the  First 
Amendment  is  that  everybody  in  the  U.S.  has  the  right  to 
call  themselves  a  reporter.  Today  anybody  can  sit  at  a 
keyboard  and,  with  the  Internet,  have  access  to  millions 
of  people. 

The  Internet  really  does  put  a  technological  capacity 
in  the  hands  of  anyone  with  a  computer.  And  very  ►  104 


> 


1* 


Photography   by   Richard    Ellis/SYGMA 


December   1,  1997      FORBES  ASAP 


93 


YOUR  FAR-FLUNG  EMPIRE: 


Your  operation  covers  60  countries. 


10  languages. 


49  currencies. 


6  time  zones. 


4967  separate  trade  regulations. 


GATHERED  TOGETHER: 


PeopleSoft  enterprise  software. 


■*♦*- 


fc- 


The  key  to  managing  a  global  organization  is  to  make  it  seem  less, 


usr 


well,  global.  Our  enterprise  software-from  HR  and  Financials  to 
Supply  Chain  Management  and  Manufacturing-is  flexible,  compre- 


hensive, and  designed  around  your  world.  Not  ours.  To  find  out  what 


\A   !   , 


we  can  do  for  you,  call  888-773-8277  or  visit  www.peoplesoft.com. 


§N      NEW      CASKS 


Rill  JAM FS 


H  its  a  nd  Erro  rs 

in  Everyday  Life 


Bill  James,  48,  is  the  author  0/ Baseball  Abstract.  Thousands 
of  people  play  in  Bill  James  Fantasy  Baseball  leagues,  which  pit 
players  against  one  another  in  computerized  competitions. 


I  SPEND  EIGHT  HOURS  A  DAY  hooked  tO  the 
computer,  but  I'm  not  very  computer  savvy. 
I  only  know  enough  about  the  Internet 
to  get  lost,  but  I  keep  meaning  to  educate 
myself.  What  I  was  always  good  at  is,  "Here's 
an  interesting  baseball  statistic  we  can  keep 
track  of."  I  first  published  an  article  about  a  sta- 
tistical analysis  of  stolen  bases  against  catchers, 
something  I  puzzled  over  as  a  kid. 

Before  computers,  the  records  were  lousy,  but 
with  the  computerization  of  record  keeping,  sta- 
tistics about  catchers  are  now  something  cited 
as  a  matter  of  course.  I  like  to  think  that  my  work 
demystified  the  art  of  catching  a  little  bit. 

I  also  looked  at  the  throwing  arms  of  right 
fielders.  Thirty  years  ago  people  thought  that 
an  outfielder  could  play  a  major  role  in  keep- 
ing the  number  of  runs  down  by  being  able  to 
hold  runners  on  base.  And  clearly,  the  identity 
of  the  right  fielder  was  important  in  keeping  peo- 
ple from  trying  to  go  from  first  to  third  base  on 
a  base  hit. 

But  it  turns  out  that  the  number  of  times 
requiring  a  right  fielder  to  throw  in  this  situa- 
tion was  less  than  100  times  a  season,  and  that 
they  held  fewer  than  20  runners  on  base.  This 
averaged  out  to  three  runs  per  season.  It  turns 
out  not  to  be  a  big  deal  and  actually  diminished 
the  perception  of  the  value  of  right  fielders. 

Today,  because  of  computers,  a  lot  of  new 
things  are  monitored  in  baseball.  For  example, 
20  years  ago  many  people  knew  that  a  lot  more 


home  runs  were  hit  in  Wrigley  Field  versus  games  on  the  road, 
but  the  effect  was  not  precisely  or  widely  known.  Now  silent 
adjustments  are  made  all  the  time,  in  terms  of  looking  at  play- 
ers who  played  there  as  opposed  to  players  who  had  ►i04 
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WE  BUILT 
rHE  BACKBONE  OF 

THE  INTERNET. 


Information  is  your  greatest  asset.  Which  is  why  you  need  secure,  reliable,  open  communication  throughout  your 


entire  operation  and  beyond.  And  who  better  to  help  you  create  and  grow  your  network  infrastructure  than  the 
people  who  helped  build  the  ultimate  network- the  World  Wide  Web.  Sun'"  software  solutions,  like  the  scalable 


Solaris'"  operating  environment,  let  you  harness  the  full  power  of  network  computing.  So  you're  able  to  provide 


a  lightning-fast  flow  of  information  between  you,  your  suppliers,  your  clients,  and  your  clients'  clients.  And 


with  SunLink,"  you'll  be  able  to  run  all  your  existing  Windows  applications.  What's  more,  you're  covered  by  Sun's 


Network 
Software 
Solutions 


consulting,  education  and  support  services.  To  find  out  how  we  can  provide  a  solid  and  reliable  backbone  for  your 

^Sun 

microsystems 

business,  visit  our  Web  site  at  www.sun.com/software/  or  call  800-786-7638.  THE  NETWORK  IS  THE  COMPUTER!" 

CAN  WE  BUILD  ONE 

FOR  YOU? 

C1997  Sun  Mrctosyslems.  Inc  All  nghts  resetveO  Sun,  Sun  Microsystems.  SunSott,  \ne  Sun  Logo,  Solans,  SunLinK  and  The  Network  is  The  Computer  are  fademarlss  ol  Sun  Micfosysleins,  Inc.  in  me  United  Slates  ano  ot"#<  c\.m<M'*s 
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_    i   WHAT 

KIND  oFjNUCKLrHEAD  would  broadcast  his 

CONFIDENTIAL  BUSINESS,  MAY  WE  ASK  IF  YOU'VE  GOT  AN 

ANTI-EAVESDROPPING  PHONE'?' 

'7llVt\T7'T""''    callspMvate    without    our    new   Q    phonl 

s    about    as    smart    asmaklng   this  guy   head   honcho  of  security     ^he 

secret   ,s    QUALCOMM'i   CDMA   digital    technoiog..    ,fs    the   on  H„'oio  ' 

coH.  a,3o  p.„tec.  ,0.  rj,..::'L::\z:.  r . ;,;  ^zr:;.-^-  ""^- .     - 
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The    A,'    phone    is    now    available    from     Sprint  PCS'         ""'-• 
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CDMA  Digital 

PCS  Phone 

Actual  size  closed 
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OLD     WINE 


PFTE  nil  PONT 


No  Room  for 
Dan  Rather 


u> 


v> 


Pete  du  Pont,  62,  is  editor  of  lntellectualCapital.com,  a 
public  policy  magazine  based  in  Washington,  D.C.,  and  pub- 
lished on  the  Web.  The  former  U.S.  congressman  from  Delaware 
also  served  his  state  as  governor  and  state  legislator. 


ONLINE  MAGAZINES  and  public  policy 
i  information  are  going  to  revolu- 
1  tionize  the  political  system  in  Amer- 
I  ica.  Ordinary  citizens  will  now  have 
w  the  same  information  at  their  kitchen 
table  that  the  staff  of  the  Ways  and 
Means  Committee  has  when  it's  writing  tax  bills, 
or  as  the  staff  of  a  commerce  committee  has 
when  it's  working  on  business  regulations.  The 
tremendous  flow  of  information  is  really  going 
to  unlock  a  lot  of  cabinets.  Congressmen  and 
people  who  make  decisions  in  academia,  busi- 
ness, or  public  policy  have  no  place  to  hide.  Imag- 
ine how  different  the  Soviet  Gulag  would  have 
been  if  Aleksandr  Solzhenitsyn  had  a  laptop? 

I  got  into  online  magazines  when  the  pub- 
lisher, Diane  Atwood,  of  a  company  in  Chicago, 
A2S2  Digital  Projects,  approached  me.  She  had 
the  technical  experience  and  the  technology  to 
do  this  and  knew  that  I  had  the  policy  experi- 
ence to  do  the  editing  job.  We  formed  a  part- 
nership and  on  we  went. 

We  are  able  to  do  things  at  IntellectualCapi- 
tal.com  that  print  media  cannot  do.  We  have  hot 
links  to  source  materials,  to  research  sites,  audio, 
and  video.  Over  half  our  magazine  is  written 
each  week  by  our  readers.  We  have  an  intellec- 
tual partnership  with  our  readers,  and  that  is 
unique  to  online  magazines. 

It's  a  very  challenging  form.  I  write  an  arti- 
cle, as  I  did  this  morning,  on  what  has  happened 
to  the  Republican  agenda,  and  by  tomorrow  I'll 


Photography  by   Kenneth  Jarecke/Contact   Press   Images 


have  15  or  20  comments — people  saying  I'm  right,  I'm  wrong. 
How  did  I  miss  this?  How  come  I  didn't  talk  about  that?  Each 
week  I  have  a  mini-policy-debate  with  my  readers. 

We  take  on  all  sides  of  an  issue,  so  it's  pretty  much  a  full 
course  policy  meal.  The  discussion  is  different  from  ^104 
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LUCY  LIPPS 


Ms.  Loose  Lips 


By  her  own  account,  26-year-old  Lucy  Lipps,  nee  Kristi  Hoss, 
Web  hostess,  is  "the  leading  authority  on  romance  and  the 
art  of  being  a  contemporary  sex  goddess."  Since  she  posed  for 
Playboys  "Women  of  the  Internet"  layout,  her  Web  site  has  been 
receiving  millions  of  visits  per  month. 

You  THINK  you're  WORLDLY,  YOU'VE  GOT  the  WOrld 
by  the  balls,  but  you  never  do.  When  that  happens, 
something  will  blindside  you.  I  mean,  I  thought  I 
was  big  stuff  there  in  New  York.  I  grew  up  in  a  port 
town  in  South  Texas  on  the  gulf  where  there  are  oys- 
ter shells  in  most  people's  driveways. 
The  highlight  of  my  adolescent  career  was  being 
nominated  for  "Ms.  Quito" — there  are  so  many 
mosquitoes  around  that  we  actually  have  a 
Ms.  Quito. 

South  Texas  is  where  I  got  the  name  Lucy 
Lipps.  I'm  not  sure  if  it  was  my  dad  or  my 
brother  who  started  calling  me  that.  I  was  always 
tattling  on  my  brother  when  I  was  little.  It  comes 
from  the  Walter  Winchell  quote,  "Loose  lips  sink 
ships."  My  brother  is  10  years  older.  Every  time 
I  was  following  him,  crying,  "He  won't  take  me 
with  him," — he'd  say,  "Oh,  God,  here  comes  Lucy 
Lipps."  It  sounds  like  a  porn  star,  which  is  okay: 
It  makes  people  check  in.  The  name  stuck  all 
through  school,  me  being  the  biggest,  loudest, 
most  opinionated  person  in  school,  even  college. 
I  started  out  majoring  in  premed.  I  wanted  to 
be  a  plastic  surgeon.  I  had  this  thought  in  my 
mind:  Never  trust  an  ugly  plastic  surgeon.  These 
people  need  me.  But  I  decided  I  just  couldn't  shut 
up  long  enough  to  pay  attention  for  1 5  years  of 
school  to  become  a  plastic  surgeon.  The  next  best 
thing  for  me  was  obviously  broadcasting.  Radio, 
TV.  It  was  just  my  temperament. 

At  home,  I'd  have  to  scream  really  loud  to  get 
over  everybody  else's  screaming  to  get  them  to 
pay  attention  to  me.  With  this  one  device,  a 
microphone,  I  could  talk  and  everybody  could 
hear  me.  I  just  thought  that  was  the  greatest  thing 
in  the  world.  My  father  describes  me  with  a  live 
mike  like  a  crack  addict  with  a  platinum  card. 


I  went  to  work  for  a  station.  It  was  a  Howard  Stern-type 
show.  I  was  talking  about  the  computer  on  the  air  one  day. 
People  called  in  about  it  and  I  was  persuaded  to  try  the  com- 
puter. I  broke  it  out  and  got  onto  America  Online.  I  gave 
out  my  email  address  on  the  air.  That  evening  I  came  home 
and  had  a  thousand  emails.  I  was,  "Wow!" 

Then  somebody  at  the  station  took  my  picture  and  scanned 
it  in,  and  you  could  get  it  in  the  AOL  gallery  and  I  heard 
even  more.  These  people  were  sending  me  pictures  of  what 
they  had  done  with  my  picture.  They  had  taken  it  off  and 
made  wallpaper.  It's  weird.  I  started  to  realize  what  ^105 
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Photography   by   Pam    Francis 


CHOOSE  THE  BUSINESS  SOFTWARE  SOLUTION  THAT  HELPS 
YOU  DELIVER  ON  THE  PROMISE  OF  CUSTOMER  CARE 

Truly  happy  customers,  and  more  of  them.  That's  the  key  to  business  growth. 

Masterpack  Business  Solutions  are  designed  with  this  thought  in  mind  -  designed  to  give  you  an 
"unfair"  competitive  advantage  in  your  ability  to  grow  market  share  and  build  long-term  customer  loyalty. 

By  seamlessly  integrating  all  areas  of  your  organization  -  order  management,  financials,  inventory, 
after-sales  service,  telemarketmg,  purchasing,  warehouse  management  and  more  -  Masterpack  gives  you 
all  the  information  needed  to  run  your  entire  business.  And  that  makes  it  easy  for  you  to  service  existing 
customers  as  well  as  attract  new  ones.  What's  more,  our  own  teams  implement  the  solution  to  ensure  a 
rapid,  cost-effective  result  that  meets  your  goals. 

With  thousands  of  users  across  28  countries,  Masterpack  International  is  helping  some  of  the  world's 
most  progressive  companies  reap  the  benefits  of  customer  care.  For  them,  it's  been  a  growing  experience. 

To  find  out  how  you  can  reap  these  same  benefits  -  acquire  more  customers  and  keep  them  happy  - 
call  us  at  one  of  the  numbers  below. 


MASTERPACK 

INTERNATIONAL 


NORTH  AMERICA  1  800  793  6642  EUROPE  (44)  1865  784343  ASIA/PACIFIC  (61)  2  9937  1300  WWW.MASTERPACK.COM 


Software  that  runs  your  entire  business.  And  cares  for  your  customers. 


OA  TEACHER  DISCOVERED 
that  Christian  would  respond  to  images 
from  his  life.  She  put  visual  cues  to  the  story 
of  his  new  puppy  on  a  special  keyboard. 


THE  MONITOR 
BECAME  HIS 

CE.  With  it  he  makes 
reports  and  conversa 
With  it,  Christian,  II 

leen  in  the  regular 

ville,  MA  public  school 

first  grade. 


This  is  my  puppy  Harvey 


NEC 


i     i    \    >     i     i 


MuhiSYoebm 

■  o 


Until  he  found  this  window. 


©WITH  THE  PICTURES,  HE  MADE  SENTENCES. 
With  the  sentences,  he  made  friends.  Christian's  monitor  is 
the  window  between  his  non-verbal  world  and  the  speaking  world 
ofhisfriends.Through  it,  he  teaches  them  many  things. 
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NEC  MuhiSjnc  Monitors 
E  and  A  Series 


THE  MONITORS  THAT  ARE  BEST 
FOR  CHRISTIAN'S  NEEDS  can  also 
speak  to  jours.  Introducing  the  NEC  MuItiSjnc'^ 
Enterprise  and  Advanced  Series,  the  monitors  for 
people  looking  for  superior,  lifelike  images.  And  the 
monitors  for  people  who  want  the  kind  ofjlexibilitj 
that  super  high  resolutions  and  refresh  rates  ensure. 
OSM'"  (On-Screen  Manager)  controls  make 
image  adjustments  easy.  Plus,  select  Enterprise 
monitors  feature  CROM.iCiEAR^"  CRT,  for  unparal- 
leled Jocus,  contrast  and  intense  color  saturation. 
And,  of  course,  the  industry- leading  NEC  warranty 
includes  3  years  parts,  labor  and  CRT. 

For  more  information  on  the  new  performance- 
driven  MultiSync  Enterprise  and  value-oriented 
Advanced  Series  call  1-800-NEC-INFO  or  visit 
www.nec.com. 


MULTISYNC*  MONITORS 


expect  more.  Experience  njor^. 
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CRTTvpe 
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A  500 

1280 X  1024 
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ESOO 
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177MHz 

Dot  Trio 

0.28mm  dot 
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LI  nil  ^■^'^  you're  in  it,  the  more  expe- 
riull    rience  you  get. 

The  embalmin'  is  the  best  part  of  it!  I 
mean,  because  you  can  take  someone,  say 
someone  who  had  cancer  and  was  real  thin, 
and  during  the  embalmin'  process  actually 
bring  them  back.  Back  to  their  family,  back 
to  their  loved  ones — for  two  or  three  days. 

And  when  the  family  saw  them  at  the 
hospital  the  last  time,  they  looked  real  thin, 
and  we  fill  the  face  out  some,  to  where — 
again,  they  don't  look  completely  natural — 
but  they  don't  look  as  if  they've  been  that 
ill.  And  that's  the  part  I  really  enjoy. 

Now,  the  Bible  says  we're  made  from 
dust  and  we'll  eventually  go  back  to  dust. 
We  don't  stop  that.  All  we  do  is  slow  the 
process  down.  ■ 

r^Pioo/\m  ^^  "^  a  lot  of  experience 
VJ  I  I  u  w  U 1 1 1  programming  when  I  was 
working  on  my  Ph.D.  in  geology  at  Stan- 
ford, so  it  wasn't  too  difficult.  I  program- 
med my  database  in  about  two  days. 

In  the  long  run  my  customized  data- 
base will  help  me  make  better  business 
decisions  and  improve  the  ranch's  profit- 
ability. I  can  make  genetic  decisions  on 
whether  I  should  keep  each  female  calf, 
and  eventually  I  can  improve  the  produc- 
tivity of  my  herd.  Maybe  someday  if 
I'm  successful  in  the  ranching  business,  I 
can  help  other  ranchers  use  these  ideas. 
Maybe  even  market  the  software  that  I've 
developed. 

But  today,  even  with  my  customized 
database,  I  still  learn  from  age-old  ranch- 
ing techniques.  There  are  two  longtime 
ranchers  I  admire  and  look  to  for  advice. 
They  don't  use  computer  databases  like  I 
do,  but  both  came  here  with  nothing  and 
succeeded  in  this  environment  under  the 
same  type  of  circumstances  I'll  face. 

One,  a  rancher  in  his  late  70s,  now  has 
about  40,000  acres  and  700  head  of  cattle. 
I  talked  to  him  about  my  databases  and 
the  techniques  I  am  using  to  improve  my 
herd's  genetics.  Computers  and  databases 
may  be  right  for  me,  he  said,  but  he's  com- 
fortable with  his  ways.  And  after  more 
than  50  years  of  ranching,  I  don't  think 
he's  going  to  change.  ■ 


du  Pont 


99 -^  what  it  has  been 
when  I  have  contributed  to 
print  publications.  When  you  contribute 
to  print,  it's  like  throwing  a  pebble  in  a 


well:  If  you  hear  anything,  it's  tiny  and  a 
long  way  off.  A  piece  in  the  New  York 
Times  or  the  Wall  Street  Journal  may  elicit 
a  few  letters,  but  the  response  will  be  very 
small.  The  probability  of  one  of  the  letters 
being  printed  is  small.  We  don't  need 
paper  or  ink.  We  can  print  everything  that 
comes  in  on  an  issue  and  the  debate  can 
rage.  It's  a  much  more  responsive  medium. 
The  Internet  is  an  extension  of  liberty. 
Rather  than  limit  thought  and  discussion, 
I  think  it's  going  to  blow  holes  in  all  the 
traditional  media.  There's  no  room  for 
Dan  Rather  on  the  Internet;  you  don't 
need  a  filter.  ■ 

I^Annol  ^"^"^  soon,  when  fiber  op- 
t\\J U U V I  tics  allow  television  pictures 
to  be  transmitted  along  anyone's  phone 
lines,  the  capacity  that  once  only  existed 
for  the  managers  of  ABC,  NBC,  and  CBS 
will  be  in  the  hands  of  millions.  Anyone 
can  go  out,  shoot  whatever  they  want,  and 
put  it  on  the  Internet. 

Having  a  lot  of  material  available  from 
anonymous  sources  is  a  recipe  for  infor- 
mation chaos,  and  chaos  is  usually  not 
good.  This  is  especially  true  when  so  much 
time  and  effort  is  going  into  the  effort  to 
demean  professional  journalists. 

No  matter  what  media  it  is — Internet, 
newspaper,  or  television — it's  important 
to  know  the  origin  of  a  story.  "I  may  not 
like  Koppel,  I  may  think  he  has  funny- 
looking  hair,  but  his  journalism  is  a  brand 
of  journalism  I  can  identify  with."  I  think 
that  the  branding  is  more  and  more  im- 
portant. I  want  to  know  who  is  doing  a 
story  and  know  they  spent  a  little  time 
putting  this  story  together.  ■ 

I  ^  -y^  ^  -,  96  -^  to  play  in  more  difficult 
ICllllvd  ballparks.  Last  year,  Ellis 
Burks  had  about  the  same  numbers  as 
Duke  Snider,  but  we  discount  it  because 
we  know  about  the  parks  he  played  in. 

Here's  a  way  in  which  record  keeping 
has  changed  the  game:  pitch  counts.  No 
system  had  been  developed  to  count  the 
number  of  pitches  a  starting  pitcher  threw 
in  games.  In  the  past,  pitchers  routinely 
threw  160  to  200  pitches  per  game.  There 
is  now  a  widespread  realization  that  throw- 
ing that  many  pitches  is  destructive  to  a 
pitcher's  game  and  should  never  be 
allowed  to  happen.  All  managers  now 
monitor  how  many  pitches  a  pitcher 


throws,  and  they  know  the  number  oi 
pitches  at  which  specific  pitchers  tend  tc 
lose  it.  It  changes  the  way  the  typical  man 
ager  runs  a  game.  Typical  teams  30  years 
ago  carried  9  pitchers  on  a  roster;  now 
they  generally  have  1 1 .  It  is  directly  due  to 
pitchers  coming  out  of  games  earlier. 

Today  I  think  more  positively  about 
my  contribution  to  baseball  than  10  years 
ago.  Then  the  perception  was  that  I  had 
unleashed  a  plague  of  numbers.  Today 
there  has  been  a  considerable  shaking  out 
of  the  market  of  things  that  are  statisti- 
cally interesting.  It  takes  a  while  for  peo- 
ple to  grow  up  with  statistics. 

Another,  deeper  level  of  statistical 
analysis  is  going  to  come.  We  will  see  the 
use  of  statistics  for  things  like  platooning 
a  team  in  different  ways  than  simply 
whether  pitchers  are  left-handed  or  right- 
handed.  Somebody  in  the  next  generation 
may  discover  that  by  looking  at  the  records, 
it  will  make  sense  to  platoon  hitters  against 
pitchers  depending  on  whether  they  throw 
high  balls,  low  balls,  fastballs,  or  curves. 

Analysis  is  fascinating  exactly  because 
nothing  is  at  stake — which  allows  a  clearer 
view  of  certain  issues  being  played  out 
within  a  game.  In  life  it  is  different.  So 
many  things  are  clouded  by  so  many  side 
concerns  that  issues  are  not  clear. 

People  know  Tony  Gwynn's  average 
because  there  is  an  orderly  system  for  pre- 
senting it.  Knowing  that  kind  of  informa- 
tion about  real  life  would  be  a  palliative. 
The  human  mind  searches  for  order  in 
everything  it  perceives.  And  if  we  can  do 
it  for  baseball,  why  can't  we  do  it  for  every- 
day life?  Particularly  since  computers 
could  be  used  to  extend  and  magnify  that 
ability  to  render  the  statistical  seed  corn 
of  our  life  into  original  information. 

I  think  that  our  neighbors  would  be 
equally  fascinating  to  us  if  we  shared  infor- 
mation with  the  same  energy  as  we  do  for 
sports.  For  example,  it  would  be  interest- 
ing and  useful  to  know  the  income  for  the 
last  10  years  of  our  next-door  neighbor, 
their  grade  point  average,  certain  facts 
about  spending,  income,  and  savings.  Sta- 
tistics like  how  many  miles  they  drive 
in  a  year,  or  the  number  of  times  they  have 
sex.  People  clearly  don't  share  that  infor- 
mation, but  if  you  had  it,  I  think  the 
people  around  you  would  be  figures  as 
compelling  as  Ken  Griffey  Jr.  or  Randy 
Johnson.  ■ 
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ffV/V/U  pretty  frequently  and  every- 
body works  on  computers.  But  in  the  mid- 
dle of  China,  there's  still  someone  carving 
a  model  by  hand,  so  all  that  digital  exper- 
tise comes  up  against  another  century. 
We've  taken  classes,  done  the  computer 
thing  around  here,  and  I've  found  that 
drawing  on  the  computer  is  not  a  natural 
thing  for  me.  I  like  to  draw  so  much  that 
when  I  go  home  at  night  I  sit  there  with 
the  television  on  and  just  draw.  I  call  them 
my  TV  sketches.  I  bought  a  home  com- 
puter about  three  or  four  years  ago,  and  I 
think  I  plugged  it  in  for  six  months,  and 
now  it  just  sits  there.  It's  a  doorstop,  sitting 
there  unplugged  and  covered  with  dust. 

When  the  computer  comes  to  China, 
when  it's  everywhere  doing  everything,  I 
pity  the  guy  like  me  who  grew  up  drawing 
and  found  a  way  to  make  a  living  with  it. 
I  can't  imagine  what  it's  going  to  be  like  in 
10  years.  I'm  lucky  to  be  in  a  job  where  I 
can  still  do  it  the  way  I  want  to  do  it.  By 
the  time  there's  no  escaping  change,  I'll 
probably  be  out  of  here.  ■ 

I  i«%r\o  ^^^"^  ^  powerful  forum  it  is. 
LIL/Uo  Then  I  made  a  Web  page. 
The  next  month  I  got  700,000  hits.  It  was 
growing  at  a  rate  of  like  250%  a  month. 
Sex  is  the  only  thing  that  really  sells  on  the 
Internet.  It's  the  only  thing  that's  really 
making  money. 

I've  picked  up  and  absorbed  along  the 
way  the  ability  to  read  other  people.  It's 
probably  why  I  am  good  at  giving  advice. 
I'd  say  25%  of  the  questions  I  get  are  about 
sex,  25%  are  about  me,  and  50%  are  just 
about  relationships. 

I  spend  about  every  waking  hour  and 
then  three  times  in  the  middle  of  the  night 
on  my  site,  keeping  up.  I  love  it.  I  love  it. 

The  most-asked  question  about  sex  is 
from  men  who  want  to  know  how  to  get 
girls  to  notice  them.  That  and  how  to 
make  a  girl  happy.  There  are  so  many  peo- 
ple out  there  looking  for  love. 

For  some  people  I'm  like  having  a  best 
friend  who  says,  "Hey,  man,  you  screwed 
up.  It's  okay.  We  all  do  it.  It  will  be 
okay."  A  lot  of  times  people  won't  go  to 
their  friends,  especially  boys,  adolescent 
boys,  because  they  don't  want  to  be 
embarrassed.  I'm  kind  of  like  the  father 
confessor,  but  just  a  little  saucier  version 
in  drag.  ■ 


(J.  Jeremiah  Jefferson  III  tells  a  tale  from  his  life  and  times.) 

...In  1965  my  new  bride  and  I  were  taking  our  honeymoon  in  the  Donrdnican 
Republic  at  a  little  beach  house  on  the  North  Coast,  where  we  docked  the  Goose. 
About  11:30  on  the  night  of  April  28  the  phone  rang  and  the  voice  at  the  other  end 
boomed,  "J3,  what  the  hell  are  you  doing  in  the  Dominican  Republic?  I've  just 
ordered  in  the  Marines." 

"Lyndon,"  I  asked,  "why  would  you  want  to  do  such  a  damn  fool  thing?" 

"  'Cause  the  commies  are  taking  over.  I  want  you  to  fly  down  to  Santo  Domingo 
right  now  and  let  me  know  what's  happening.  American  lives  are  in  danger." 

I  could  think  of  two  lives  in  danger  thanks  to  this  call,  which  undoubtedly  was 
tapped.  So  the  missus  and  I  made  a  beeline  to  the  Goose,  just  as  the  engines  were 
turning  over,  a  group  of  Dominican  soldiers  came  running  down  the  beach,  guns 
blazing.  They  hit  the  Grumman  maybe  two  dozen  times,  including  the  port  engine, 
but  the  old  Goose  took  off  like  our  lives  depended  on  it,  which,  of  course,  they  did. 
Try  that  in  one  of  today's  sissy  airplanes. 

We  managed  to  limp  into  Turks  Island  and  got  a  room  at  a  little  inn  I  know 
there.  About  4  in  the  morning,  the  night  clerk  knocked  on  the  door,  all  excited. 
"Mr.  Jefferson,  Mr.  Jefferson.  The  president  of  the  United  States  is  on  the  telephone 
downstairs  for  you!"  They  only  had  one  phone  for  the  whole  place  back  then. 

"That  a  fact?  Well,"  I  said,  handing  him  a  C-note,  "tell  him  I  checked  out. 
With  no  forwarding  address." 


The  adventures  of  the  legendary  J.  Jeremiah  Jefferson  III  come  to  life  in  unique 
merchandise  &  apparel,  exclusively  from  Caribbean  Traders.  For  a  free  catalog 
and  the  further  adventures  of  "J3"  -  or  to  order  -  call  toll-free  1-800-322-2319. 


Apparel. 


"Live  the  Dream" 
Unique  collectibles. 


Gifts 


J3's  Choice:  Nicto  df  CuKi  Torpedo,  6-1/4  inch  \  ,S6  rinj; 
Cub.ii\-SiYd.  rx->minic,in-gm\vn,  h.^nd-ivlled.  Box  of  25.  SW?. 


C.iribbiMn  Tniders  Grumman  seapiaro.  Museum-qualil\'. 
hand-carved,  solid  mahogany,  hand-lacquered  and  finished 
Wingspan  18".  Lengfh  14".  Weight;  3  lbs.  $225. 

Psssf .'  If  you  fmii  yourself  umidiriiig.  "/s  f/iis  f^iiy  for  mil?  ".  !iv  proM'ly  fhoiiU  /iiiii;'  in  right  lure  niut  It'll  you.    No. " 
However,  if  you  really,  reollu  ^I'liii/  lo  Mietv  in  tlie  exifleiur  of  /.  leretiii.ih  leffcrsim  III  v,-!'  ithe.itl  fi/sf  don'l  <.ty  iir  tlidn't  tell  voir 


ADVERTISEMENT 


ro  m    Services 

to  Solutions:  AT&T  Takes  the 
Worry  Out  of  Data  Networking 


For  businesses  everywhere,  the  technology  revolution 
has  brought  new  meaning  to  the  term  "networking." 
Today,  it  means  "data  networking,"  the  way  in  which  an 
organization  stays  in  touch  electronically,  via  voice  and 
data,  with  every  branch  office,  customer  and  supplier  — 
around  the  clock  and  around  the  world.  Yet  for  many 
companies,  the  complexities  of  incorporating  new 
technologies  to  create  these  often-global  data  networks 
outstrip  the  time,  money  and  expertise  available  to 
design,  build  and  manage  them. 

Instead  of  risking  it  alone,  many  organizations  are 
making  a  strategic  decision  to  team  with  data  network- 
ing experts.  And  since  entire  networks  are  now  viewed 
as  "mission  critical,"  they  are  turning  to  a  market  leader 
with  a  tradition  of  reliable 
data  solutions:  AT&T  Data 
Network  Services,  which 


new  meaning  to  the  term  "networking. 


technical  support  organization  —  the  largest 
in  the  industry  —  is  available  to  guide  you 
through  the  complexities  of  many  technology 
choices.  Yet  even  the  most  advanced  applica- 
tions in  the  world  are  only  as  good  as  the 
core  network  they  run  on.  That's  why  AT&T 
supports  its  data  services  —  from  private  line 
to  frame  relay,  ATM  and  beyond  —  with 
FASTAR®  and  FASTAR  II.  These  patented,  automated 
restoration  systems  can  start  to  reroute  traffic  around 
any  cable  breaks  or  other  disruptions  in  a  matter  of 
seconds  —  often  without  customer  awareness  of  a 
problem.  "A  four-hour  outage  would  just  be  devastating 
to  any  of  our  customers,"  says  Marmonti,  "and  FASTAR 
II  will  take  restoration  to  a  new  level  of  reliability  and 
reduce  outages  even  more." 

AT&T  Helps  an  Air-Conditioner  Company  Keep 
Its  Cool  .  .  .  When  the  Trane  Company  —  one  of  the 
country's  largest  manufacturers  of  air  conditioners  — 
decided  to  speed  up  the  time  it  takes  to  deliver  a  unit 
—  from  62  days  to  just  15  —  it  required  a  seamless 
exchange  of  information  between  distributors  and 

manufacturing 
plants.  The 
company 
replaced  its 
existing  net- 
work with 


he  te;chnology  revolution  has  brought 


has  been  recognized  with  many  industry  awards  for 
reliability  and  design  expertise. 

AT&T  data  networking  professionals  can  customize 
a  solution  for  specific  needs.  By  connecting  the  many 
platforms  within  an  organization,  "AT&T's  designs  make 
it  appear  to  everyone  that  this  is  one  big  network,  linking 
together  many  different  technology  platforms  of  various 
sizes  and  scope,"  says  Dave  Marmonti,  Marketing 
Director  of  AT&T's  Data  Networking  Solutions. 

Matching  Solutions  to  Problems.  To  build  data 
networks  with  maximum  reliability,  AT&T's  "toolbox" 
contains  a  comprehensive  set  of  data  services  to  meet 
any  type  of  customer  need.  AT&T  Private  Line  Services, 
for  instance,  provides  dedicated  links  that  help  build 
business  around  the  world.  AT&T  Frame  Relay  Service 
puts  powerful  fast-packet  technology  to  work  in  meet- 
ing the  demands  of  today's  changing  application  needs. 
"Customers  must  feel  confident  that  all  of  our  data 
networking  services  will  deliver  the  same  high  reliability 
and  performance  that  they  have  come  to  rely  on,"  says 
Marmonti.  And  for  those  needing  still  more  powerful 
data  networking,  AT&T  ATM  Service  enables  a  combina- 
tion of  data,  video  and  voice  to  flow  through  a  single 
integrated  high-speed  network. 

New  Standards  in  Network  Reliability.  Whatever 
service  the  customer  chooses,  it  is  supported  by  AT&T 
Laboratories'  research  and  development  and  backed 
by  more  than  100  years'  experience  building  the  world's 
most  powerful  telecommunications  network.  AT&T's 


an  AT&T  Frame  Relay  Network,  which 
provided  the  efficient  bandwidth 
needed  for  high-volume  data  and  file  transfers.  To 
operate  the  system,  the  company  selected  an  AT&T 
team  to  take  over  the  demands  of  its  data  networking 
requirements  —  from  design  to  implementation  — 
leaving  its  own  staff  free  to  focus  on  what  it  does  best: 
building  air  conditioners. 

.  .  .  And  Assists  a  Tire  Company  With  a  Network 
Retread.  The  Goodyear  Tire  &  Rubber  Company,  a 
global  giant,  grappled  with  expanding  a  data  network 
that  spanned  the  continents  —  connecting  everything 
from  rubber  processing  plants  in  Malaysia  to  tire 
factories  in  Sao  Paulo.  Looking  for  help  in  managing 
it,  the  company  turned  to  AT&T  to  take  advantage  of 
its  efficiency  and  reliability.  Since  "uptime"  is  of 
the  essence,  AT&T's  team  has  pushed  Goodyear's 
network  performance  toward  99.9%  per  month. 

It  is  customer  needs  like  these  that  lead  AT&T 
to  develop  the  broadest  data  networking  portfolio, 
enabling  our  data  networking  experts  to  design 
custom  solutions.  "Our  customers'  network  requirements 
determine  which  technology  is  best,"  says  Marmonti. 
"That  flexibility  is  how  we  became  the  industry  leader, 
and  that  is  how  we  will  remain  that  way." 

To  find  out  how  AT&T  Data  Network  Services  can 
bring  results  to  your  business,  contact  your  AT&T  Data 
Sales  Executive,  or  visit  www.att.com/data/on  the  Web. 


Lynn  Morrissey  is  a  New  York-based  journalist  specializing  in  business 
and  technology  topics. 
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Sponsored     by    AT&T. 


what's  your 
network  wortih? 


AT&T 

Data  Networking 

solutions 

Are  you  getting  the  most  out  of  your  data  network?  The  AT&T  Data  Networking  Solutions  team  can  work  with  your 
IT  specialists  to  make  your  network  a  more  valuable  asset.  Our  technical  experts  are  trained  to  work  with  yours  to 
gain  insight  into  your  specific  network  needs.  By  custom-fitting  technologies  and  increasing  your  network's  flexibility, 
our  team  can  help  you  better  manage  your  vital  data  to  do  things  like  streamline  business  processes  and  improve 
customer  service.  All  of  which  benefits  your  bottom  line.  To  learn  more  about  our  team  and  services,  visit  us  at 
www.att.com/data  or  have  your  IT  team  call  us  at  I  800  248-3632.  It'll  be  worth  your  while. 
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The  company  that  revolutionized  buying  stocks  online  is 
now  doing  the  same  for  mutual  funds.  Introducing 
E*TRADE's  Mutual  Fund  Center  with  over  2000  flinds 
from  the  industry's  top  families. 

It's  not  just  about  choice.  It's  about  the  right  choice. 

We  reaUze  everyone  has  different  investing  goals,  strategies 
and  risk  tolerances.  Now  -  using  technology  -  E*TRADE 
gives  you  the  tools  to  confidently  select  the  right  flinds  for 
you.   Like  our  mutual  fund  screener  -  a  breakthrough  that 
helps  you  screen  and  identify  the  flinds  that  best  fit  your 
long  -  and  short  -  term  objectives. 

Investing  with  E*TRADE  is  smart  and  convenient.  You  get 
consolidated,  daily  portfolio  summaries  online.  Plus  a  wealth 
of  research  and  information  to  assist  you  around  the  clock. 

The  revolution  continues.  Get  online  and  join  today. 


www.errade.com 

Call  1-800-ETRADE-1 
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Free 


Some  firms  may  offer  discounts  and  services  not  available  at  E*TRADE.  Firms 
offering  no  transaction  fee  funds  receive  remuneration  from  participating  mutual 
fund  companies.  Fund  prospectuses  contain  more  complete  information  to  read 
carefully  before  investing.  Comparative  rates  are  based  on  a  10/8/97  phone 
survey.  No  connect  fees  for  Web  access.  ©  1997  E*TRADE  Securities,  Inc. 
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Danny  Hillis 
Walt  Disney  Fellow 


N  THE  BEGINNING  WAS  THE  WORD,  and  the 

Word  was  a  beam  of  electrons  tired  from 
a  cathode-ray  tube  and  swept  across  a 
phosphorus  screen.  And  the  Word  was  with 
^  the  Author,  who  called  upon  his  dutiful  ser- 
vant to  spell-check  that  word,  and  set  it  in  10- 
point  Times  Roman  with  justified  margins, 


and  underline  it,  and  turn  it  into  a  focused 
beam  of  light,  which  became  the  Word  made 
manifest  on  a  white,  printed  page.  And  the 
Author  saw  the  Word.  And  the  Author  read  the 
Word,  and  it  was  not  good.  And  so  the  Author 
hit  the  search-and-replace  key,  and  Creation 
began  again. 
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DIGITAL 


GORE  VIDAI 


The  View  from 

the  Amalfi  Coast 


Novelist  Gore  Vidal,  72,  is  the  author  of  more  than  35  books 
(from  Myra  Breckinridge  to  Lincoln^,  in  addition  to  numer- 
ous film  scripts,  articles,  and  essays.  A  former  candidate  for 
senator  of  California,  Vidal  lives  in  Ravello,  Italy. 

GAVE  A  COMMENCEMENT  ADDRESS  at  the  University  of 
South  Dakota,  a  state  my  father  fled  to  go  to  West  Point 
but  which  I  have  seldom  visited.  Now  it  is  a  place  to  flee 
to.  Sioux  Falls  is  an  attractive  city,  green  and  lush  nowa- 
days. More  important,  thanks  to  technology,  this  faraway 
Midwestern  state  once  suitable  only  for  cattle  and  missile 
sites  is  becoming  a  bedroom  for  Chicago  office  workers  who 
can  work  at  home  and  use  interactive  TV  for  meetings. 
Technology  has  changed  my  life  even  here  on  a  cliff  over- 
looking the  Tyrrhenian  Sea,  a  view  unchanged  since  Ulysses, 
as  usual  off  course,  came  floating  by  millennia  ago. 

I  write  longhand  or  on  a  portable  manual  typewriter  and 
have  no  intention  of  going  electric,  much  less  to  a  computer. 
But  even  so,  everything  has  changed  for  me.  I  fax  my  long- 
hand or  typed  pages  to  a  lady  in  London.  She  transcribes 
whatever  I'm  doing  onto  a  floppy  disk.  Then  she  prints  it  out, 
faxes  it  back,  and  I  rewrite  until  we're  ready  to  send  it  off  to 
the  publisher.  In  the  case  of  journalism,  I  can  watch  a  news 
story  on  CNN,  then  send  off  a  story  even  as  it  is  breaking, 
in  time  to  make  the  next  issue  of  the  Nation.  In  the  old  days — 
as  there  is  no  particular  postal  system  in  Italy — it  would  be 
at  least  a  month  before  it  could  be  typed  up  and  then  sent  by 
pony  express  across  the  Atlantic.  In  1992  I'd  send  presiden- 
tial candidate  Jerry  Brown  in  New  England  lines  and  thoughts 
for  his  speeches  and  hear  him,  that  night,  using  them  on  CNN. 
This  is,  simply,  a  speeded-up  process,  which  means  that  when 
I  write  on  politics  I  am  up-to-date  instead  of,  at  best,  a  week 
or  more  behind  events.  The  once  absolute  tyranny  of  geog- 
raphy has  vanished. 

So,  work  for  some  of  us  has  gotten  better.  On  the  other 
hand,  the  nature  of  most  work  is  now  make-work,  and  that 
may  be  clearer  in  the  wide-open  spaces  than  it  is  in  the  traf- 
fic's roar  of  a  great  city.  Robotizing,  digitizing,  instant  com- 


municating, et  al.,  will  eliminate  millions  of  jobs,  leaving  mul- 
titudes to  the  hell  of  frying  in  fast-food  restaurants.  Work 
must  be  rethought  in  our  brave  new  world.  Or  even  elimi- 
nated for  some. 

In  spite  of  all  the  talk  that  this  will  free  us,  democratize 
us,  give  the  poor  man  the  same  access  to  information  as  the 
rich  man,  I  doubt  much  will  change.  Since  the  rich  are  ill- 
educated  at  best  and  the  poor  kept  in  perfect  ignorance,  I 
don't  see  what  good  all  this  knowledge  will  do  either  group. 

And  writing?  As  it  is,  everyone  thinks  he's  a  writer,  par- 
ticularly those  whose  reading  skills  are  minimal.  I  don't  think 
a  hundred  million  novels  in  English  a  year  would  be  in  any 
danger  of  being  downloaded  or  sent  away  for. 

Novel  writing  is  a  slow  process  in  which  hands  and  brain 
coordinate  on  a  page.  I've  worked  in  the  same  fashion  for  half 
a  century.  Deep,  complex  ideas  are  just  that:  deep  and  com- 
plex, and  they  work  best  when  you  don't  try  to  force  them  from 
the  deep  until  they  are  ready  to  surface. 

I  can't  imagine  the  impact  on  my  books  if  I'd  had  a  com- 
puter and  access  to  the  Internet  all  these  years.  I'd  probably 
store  historical  data  on  a  computer,  as  my  biographer  Fred 
Kaplan  does.  The  results  would  be  no  different,  though.  In 
general,  people  who  write  on  computers  don't  write  nearly  as 
well  as  those  who  type  or  write  longhand.  They  become  "easy 
settlers,"  as  we  used  to  call  movie  writers  who  settled  for  their 
first  notion  of  a  scene.  The  computer  page  looks  too  perfect 
to  alter  the  first  time  around.  Hence,  lousy,  repetitive  prose. 

Theoretically,  the  Internet  might  be  a  forum  for  good  crit- 
ics, but  Grisham's  Law  will  prevail  and  the  critics  will  be  paid 
to  push  the  same  old  brand  names.  The  United  States  is 
culture-resistant  as  opposed  to  gadget-friendly. 

Over  on  the  other  side  of  the  world,  the  Russian  system 
collapsed  for  reasons  that  had  nothing  to  do  with  us  but  indi- 
rectiy  because  of  technolog)'.  The  indirection  was  that  no  soci- 
ety can  shut  itself  off  from  satellite  TV,  bootleg  tapes,  and 
word  of  elsewhere.  In  the  jungles  of  militarized  Burma,  rebels, 
as  I  write,  are  watching  Gidget  Goes  to  Waikiki  and  are,  con- 
sequently, revolting.  ■ 
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how  a  business  does  ©business 


To  take  real  advantage  or  tne  ^C^b's  potential,  you  need  to  he  suie  your  site  is  more  tnan  just  anotner 
"order  taker.  "  It  needs  to  he  a  mlly  integrated  tulfillment  macnine.  And  now  witn  tne  Pandesic™ 
internet  business  solution,  yours  can  be.  It  automates  everytning  irom  billing  and  accounting  to 
snipping  and  tulnllment — even  inventory  management  and  financial  reporting.  Everyone  gets  tne 
Lnrormation  tney  need — simultaneously  and  automatically — witb  realtime  reporting.  So  you  always 
know  tbe  status  or  an  order.  And  your  site  will  never  take  an  order  ror  something  you  don't  nave. 
Visit  our  site  for  more.  Or  call  1-888-349-ebiz,  ext.  200.  Your  site  will  never  come  up  snort  again. 
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DANNY  HILLIS 


Working 
at  Child's  Play 
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Danny  Hillis,  41,  founded  supercomputer  company  Thinking 
Machines.  In  1996  he  became  a  Walt  Disney  fellow,  the  first 
of  a  group  of  influential  technologists  employed  by  the  company. 

|N  GENERAL,  MY  JOB  DESCRIPTION  at  Disney  is  to  help  the 
company  use  technology.  I  work  on  the  theme 
parks,  on  new  ways  of  putting  magic  into 
them.  The  amusement  ride  Star  Tours  was  rev- 
olutionary and  blew  people  away;  now  it's  old 
hat.  The  bar  is  always  rising,  but  I  have  new 
tools  that  I  didn't  have  before.  It's  what  imagi- 
neering  is  all  about. 

I  spend  a  lot  of  time  listening  to  kids  now.  I 
go  to  Disneyland  and  ride  the  rides  and  talk  to 
people.  I  spend  a  lot  more  time  with  people  these 
days — regular  people.  It's  good  for  me.  I  like  it. 
They  surprise  me. 

It's  not  that  I  don't  get  together  with  scientists, 
too,  on  occasion.  I'm  not  totally  out  of  that  com- 
munity. But  it's  a  different  kind  of  conversation.  I 
like  to  keep  up  with  both  of  those  worlds — the  peo- 
ple creating  technology  and  the  people  who  use  it. 
It  makes  me  very  optimistic  about  the  future. 

When  I  was  a  kid,  people  used  to  think  about 
the  year  2000  and  fantasize  about  it  and  plan  for 
it.  It's  1997  and  people  are  still  thinking  about  the 
year  2000,  though  it's  just  a  few  years  away.  Nobody 
thinks  about  the  year  2040.  It's  unreal  to  them.  They 
can't  imagine  what  it's  going  to  be  like. 

The  reason  we  cannot  envision  the  future  is  that 
we  are  overwhelmed  by  technology.  That  causes  a 
lot  of  short-term  thinking.  If  you  are  thinking  in 
time  frames  of  two  or  three  years,  then  solving 
world  hunger,  saving  the  rainforest,  and  even  edu- 
cating our  children  become  impossible  problems. 
You  give  up.  On  the  other  hand,  if  you're  think- 


Photography   by   Mark   Hanauer 


ing  in  centuries,  they're  solvable.  A  lot  of  the  great  stuff  around 
us  exists  because  people  were  willing  to  take  on  problems 
that  took  a  long  time  to  solve.  Notre  Dame  got  built  by  a 
bunch  of  people  who  knew  their  grandchildren  were  going 
to  be  finishing  it.  ■ 
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DIGITAL 


FRANZ  HARARY 


The  Changing 
Magic  of  Magic 


Franz  Harary,  rock  'n*  roll  magician,  is  a  designer  of  large- 
scale  illusions.  Harary,  35,  has  created  illusions  for  the  sets  of 
Michael  Jackson,  product  rollouts  of  General  Motors,  and 
Broadway  shows. 

lAGic  IS  BASICALLY  ANYTHING  that  audienccs  think 
can't  be  accompHshed,  something  that  seems 
impossible  within  the  laws  of  physics.  The 
major  dilemma  for  a  magician  today  is  that  as 
technology  moves  forward,  you  have  to  surf  on 
the  edge  of  it,  or  it  will  pass  you  by. 
For  example,  six  months  ago  Swiss  scientists  introduced 
levitating  magnets  that  suspended  a  tree  frog  in  midair.  It 
means  that  levitating  a  girl  is  not  magic  anymore.  Similarly, 
as  science  advances,  we'll  be  able  to  keep  a  person  alive  with 
half  a  torso.  What  happens  to  cutting  a  person  in  half  on 
stage?  Old  hat.  So  magic  has  moved  on.  Which  I  think  is  great, 
because  I  love  technology. 

Rather  than  freak  out  about  technology  outpacing  magic, 
I  embrace  technology.  I  see  it  as  something  to  be  played  with, 
not  to  be  feared.  In  my  act  I  go  out  of  my  way  to  explain 
the  technology  to  audiences,  without,  of  course,  violating  the 
magician's  first  rule:  Never  give  away  the  trick. 

Throughout  history,  magicians  have  exploited  the  latest 
technology.  For  centuries  people  paid  huge  amounts  of  money 
to  be  entertained  by  the  latest  technology,  clothed  as  "magic." 
Magicians  used  chemistry,  advanced  mechanics,  and  elec- 
tricity. In  the  19th  century,  for  example,  magicians  put  elec- 
trodes on  cadavers  so  that  the  bodies  twitched.  "We're  bring- 
ing people  back  from  the  dead,"  they  claimed. 

I  don't  claim  to  bring  people  back  from  the  dead.  But  I 
am  showing  my  audiences  computer-generated  technology 
and  fiber  optics  on  stage.  And  I'm  not  hiding  it,  either.  I  show 
all  of  the  equipment  out  there.  You  use  all  the  technological 
toys  to  one-up  viewers,  in  effect,  to  show  them  that  there's 
something  technological  they  don't  understand. 


Performing  illusions  is  really  40%  technology  and  60% 
psychology.  It's  all  about  creating  the  most  dynamic  picture 
as  safely  as  you  can.  Once  I'm  on  stage,  my  job  as  technolo- 
gist is  basically  done;  it's  then  a  question  of  communicating 
with  the  audience  as  a  performer.  And  this  aspect  of  what 
I  do,  I  take  from  rock  'n'  roll.  I  really  believe  in  manipulating 
an  audience's  energy  the  same  way  the  best  rock  shows  do. 

My  trademark  is  large  illusions,  such  as  making  hotels  dis- 
appear. It's  the  same  psychology  as  magic.  What's  different 
is  that  it's  not  a  stage  proscenium  that  you're  using,  it's  the 
sun's  position,  the  curvature  of  the  earth,  weather,  and  other 
natural  forces.  What  I  do  is  an  entirely  new  field  of  magic.  It's 
the  manipulation  of  the  natural  environment.  And  it  requires 
an  understanding  of  perspective,  vanishing  points,  how  light, 
shade,  and  the  movement  of  the  sun  can  affect  the  perceived 
shape  of  objects  and  the  environment  itself. 

Three  months  ago  I  made  the  Luxor  Hotel  in  Las  Vegas 
invisible.  Now  you  can't  really  make  a  fixed  object  disappear, 
so  what  you  have  to  do  is  create  a  zone  of  invisibility.  To  do 
that  you  need  to  be  able  to  manipulate  the  environment  by 
creating  a  massive  periscope.  You  can't  do  it  with  mirrors — 
there  are  none  big  enough.  But  I  can't  say  any  more  without 
giving  the  effect  away. 

The  newest  illusion  I'm  working  on  involves  time  travel. 
I  am  becoming  obsessed  with  parallel  universes.  The  idea  is 
to  first  let  audiences  understand  that  the  time/space  contin- 
uum is  real.  I'll  go  forward  in  time  for  three  minutes  in  a  huge 
device  that's  reminiscent  of  H.  G.  Wells's  time  machine.  A 
video  screen  will  show  the  stage  three  minutes  into  the  future, 
with  my  assistant  standing  onstage.  After  three  minutes  the 
future  becomes  the  present.  At  that  moment  the  machine  fires 
up  by  itself,  and  I  come  out  from  three  minutes  ago,  meet 
myself,  snag  my  assistant,  and  pull  her  into  the  machine. 
When  I  come  back,  she  comes  back  with  me  to  the  present. 
It's  actually  more  complex.  People  tell  me,  "Don't  put  it  on 
stage,  an  audience  won't  get  it."  But  damn  it,  I'll  try.  ■ 
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Exabyte  Mammoth  technology  adds  up  to  better  backup 

Far  better,  in  fact,  than  anything  offered  by  DLT"^".  If  you've  been  thinking  about  DLT's  "fast  throughput"  -  think  agaii 
Independent  testing  demonstrates  Mammoth's  superiority  in  real-world  backup  applications.  Certified  by  Microsoft 
to  be  Windows  NT  compatible.  Mammoth  is  also  certified  in  our  laboratories  for  optimum  performance  in  NT  and  UNIX 
environments.  This  performance  combined  with  competitive  prictag  make  Mammoth  the  price/performance  leader 

Mammoth  wins  on  reliability,  too.  While  a  Mammoth  drive  writes  to  a  tape  in  a  single, 
gentle  pass,  a  DLT  drive  demands  64  high-tension  passes  to  do  the  same  job. 
Small  wonder  that  Mammoth  8mm  tape  drives  are  rated  significantly  more  reliable  than 
comparable  DLT  products.  And  with  Mammoth's  availabilit)',  it  all  adds  up. 

Want  proof?  The  independent  reviews  are  in  and  are  yours  for  the  asking.  Just  give  us 
a  caU  at  1-800-EXABYTE  for  your  free  #1  CHOICE  packet  or  visit  our  web  site  at 
www.exab\te.com. 

Exabyte.  The  recognized  leader  in  UNIX,  the  #1  choice  for  NT, 
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JOYCE  MAYNARD 


Messages 
In  the  Night 
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Joyce  Maynard,  44,  is  the  author  of  the  novel  To  Die  For,  which 
in  1995  was  made  into  a  movie  starring  Nicole  Kidman.  To 
combat  the  loneliness  of  a  writer's  existence,  she  maintains  a 
Web  site  (www.joycemaynard.com). 

HEN  I  MOVED  FROM  the  East  Coast,  I  wanted  to 
have  a  place  where  people  could 
always  find  me.  I  have  a  nephew 
in  Canada  who  designs  Web  sites 
so  I  sent  him  various  excerpts  and 
pieces  and  he  put  it  together.  The 
first  week  was  an  enormous  disappointment;  few 
people  bought  books  on  the  site,  and  there  were 
logistical  problems  with  people  who  wanted  to 
use  their  credit  cards. 

The  good  news  was  that  there  were  80,000 
hits  within  a  couple  of  days  and  hundreds  ot 
messages.  Within  the  first  24  hours,  it  was  clear 
that  the  heart  and  soul  of  the  Web  site  was  the 
place  where  people  could  interact. 

It  was  a  fascinating  thing  to  watch — the  site 
developed  into  a  little  community,  with  a  regu- 
lar group  of  people  talking  and  interacting.  I  was 
so  entranced:  Every  morning  I  would  read  it — 
it  was  like  little  messages  arriving  under  the  door 
in  the  night.  It  continues  to  be  fascinating,  and 
going  to  my  Web  site  is  now  part  of  the  rhythm 
of  my  day.  It  doesn't  seem  to  be  translating  into 
sales,  but  one  by  one  I  am  developing  relation- 
ships with  readers  who  go  out  and  buy  the  books 
and  want  to  discuss  them. 

Every  week  I  put  up  thoughts  about  writing 
to  inspire  people  who  want  to  write  their  own 
stuff.  One  guy  challenged  me  about  my  philos- 
ophy of  child  rearing.  I  used  to  get  $2,500  from 
Parenting  magazine  for  things  like  that,  and  now 
I  put  it  out  for  free. 

Truthfully,  I  can't  justify  the  time  I'm  invest- 


ing on  my  Web  site  in  commercial  terms.  And  I'd  like  to  say 
that  it  is  an  efficient  way  to  do  things,  but  it  isn't.  It  actually 
takes  more  hours  out  of  my  busy  day.  I  just  get  up  earlier  and 
go  to  bed  later.  Still,  I  can't  imagine  giving  it  up.  The  most 
difficult  thing  about  being  a  writer  is  the  solitariness  of  it. 
Having  the  Web  site  nourishes  my  spirit.  ■ 
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Running  on  UNIX  and  Windows  NT  environments,  QAD's  world-class  MFG/PRO  software  has  racked 
up  a  pretty  impressive  resume.  And  with  the  year  2000  fast  approaching,  it's  nice  to  know  that  our 
solution  will  take  you  well  into  the  next  millennium.  And  thanks  to  our  rapid  implementation  method- 
ology, six  months  on  average,  you  won't  have  to  wait  years  for  improved  bottom-line  performance. 
Which  explains  why  so  many  have  chosen  QAD.  For  peace  of  mind.  Not  to  mention  good  company. 


UNISYS 


QAD,  6450  Via  Real,  Carpinteria.  California  93013  USA    Tel:  +1  800  218  3434  (U.S. /Canada  Only)     +1  805  565  4333  (International)     www.qad.com 

QAD.  the  QAD  Logo,  and  MFG/PRO  are  trademarks  or  registered  trademarks  of  QAD  Inc.  All  other  products  and  company  names  ar 
purposes  only  and  may  be  trademarks  of  their  respective  owners. 
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MARVIN  RELL 


Leaving  This 

Paper  Drill 


Marvin  Bell,  60,  is  a  poet  who  has  taught  for  more  than  30 
years  at  the  University  of  Iowa  Writers'  Workshop,  where  he's 
the  Flannery  O'Connor  Professor  of  Letters. 


|Y  INTEREST  IN  HIGH  TECH  STUFF  gOeS 

back  to  amateur  radio.  I  was  in 
high  school  when  I  buih  my  first 
transmitter.  It  ran  20  watts  and  I 
spoke  to  the  Saint  Pierre  and 
Miquelon  islands.  I  did  it  mostly  in 
code,  which  was  the  province  of  grown-ups.  It 
was  great  fun  to  be  a  kid  and  work  in  code 
because  if  you  had  what  was  called  a  "good  fist," 
meaning  you  could  send  your  code  pretty  well, 
no  one  could  tell  your  age.  All  very  thrilling  for 
a  16-year-old. 

I  got  my  first  computer  in  1987.  I  remem- 
ber that  Stanley  Elkin  was  quoted  in  Time  say- 
ing that  fiction  writers  should  mortgage  their 
houses  if  need  be  to  buy  a  word  processor.  And 
I  thought  that  made  sense  for  prose  writers,  but 
I  didn't  think  it  made  sense  for  poets.  I  held  out 
for  a  long  time.  The  younger  of  our  two  sons, 
Jason,  was  computer  literate  at  an  early  age. 
But  I  held  out.  Then  I  began  to  think,  well, 
maybe  this  would  lighten  the  load  as  far  as 
prosaic  matters  go,  letters  of  reference,  files  ot 
various  sorts.  So  I  basically  just  bought  the  one 
that  looked  easiest,  a  Macintosh.  The  computer 
for  dummies.  I  hooked  it  up  and  started  try- 
ing to  make  it  work  without  reading  the  instruc- 
tions. And  when  I  would  get  stuck,  I  would  call 
Jason  and  he  would  run  in  and  help  me.  But 
he  had  limited  patience.  He'd  be  going  out  the 
front  door.  I'd  freeze  the  machine  and  yell  out, 
"Jason,  what  do  I  do  now?"  He'd  throw  his 
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finger  in  the  air  as  he  left  and  say,  "Read  the  manual." 

I  gradually  began  to  do  everything  on  it.  But  I  never 
thought  I  would  write  poetry  on  it.  I  thought  I  wouldn't  be 
able  to  see  the  page.  In  writing  poetry,  the  page  ^134 
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Your  company  needs  SVSTEMS 

TESTING  BEFORE  THE  YEAR  2000. 

IFyOU  DON'T  TAKE 

THAT  POSITION,  YOU  MAY  FIND 
YOURSELF  IN  ANOTHER  ONE. 


V/hen  January  ist,  2000,  arrives,  that  date  change  could  literally  cripple  your  hardware.  Your 
software.  Your  entire  communications  system.  In  the  end,  it  could  cripple  your  company. 
Fortunately,  Bellcore  can  help  test  your  information  and  network  systems  in  advance.  We're 
objective  in  our  approach.  Offering  leading-edge  expertise.  Ar»d  the  tools  and  technology 
to  test  complete  systems.  End-to-end.  To  find  out  more  about  Bellcore's  Year  2000  Testing 
Solutions,  r ii  i  1-PnO-li71-rnj?p  6^*-  2000.  Start  the  next  millennium  in  a  position  of  strength. 

FEEL  GOOD  ABOUT  TOMORROW 

YEAR    2000    TESTING    SOLUTIONS    Bellcore 
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ROBERT  ZFMFCKI?; 


Hooray  for 
Image  Banks! 
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Robert  Zemeckis,  46,  is  an  Academy  Award-winning  director. 
His  films  include  Who  Framed  Roger  Rabbit,  the  Back  to 
the  Future  trilogy,  Forrest  Gump,  and  Contact. 


GOT  INTERESTED  IN  motion  picture  making 
because  of  technology.  I  wouldn't  enjoy  mak- 
ing movies  if  it  weren't  for  the  technological 
aspect  of  it.  That's  probably  why  I'm  not  a 
playwright  and  I  am  a  moviemaker.  Movies 
are  a  technical  thing. 
If  I  had  made  The  Jazz  Singer,  the  critics 
would  be  bitching  about  the  sound.  They  would 
say,  "Oh,  what  will  sound  do  to  cinema?  Does 
this  mean  we're  going  to  have  to  listen  to  actors 
talk?"  The  microphone  was  a  big  thing  60  years 
ago.  It's  what  digital  imagery  is  today. 

I  remember  when  [New  York  Times  film 
critic]  Janet  Maslin  was  bitching  and  moaning 
about  Forrest  Gump.  She  said  in  her  review,  "This 
is  terrible.  How  are  we  going  to  be  able  to  tell 
the  real  images  from  the  nonreal  images?"  And 
I  said  to  myself,  Real  image?  What  is  a  real 
image?  I  mean,  it's  all  bent  by  optics.  It's  all  laid 
down  on  chemicals.  Isn't  a  100mm  lens  a  special 
effect? 

Forrest  Gump  is  not  a  movie  about  special 
effects:  It's  a  movie  about  grieving.  That's  the 
truth  of  the  film.  Sure,  Forrest  Gump  showcased 
a  type  of  technology  that  was  very  spectacular. 
Now  they  do  it  on  TV  commercials.  No  big 
deal.  And  now  that  that's  over,  on  to  the  next  bit 
of  spectacle. 

Everybody  is  bemoaning  the  fact  that  we're 
not  going  to  be  using  film  in  the  future,  but  I 
can't  wait  to  get  rid  of  it.  I  mean,  here  we  are  at 
the  end  of  the  20th  century  still  using  a  100-year- 
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old  technology  to  move  images.  Sprockets,  motors,  celluloid, 
chemicals.  It's  like  stuff  from  H.  G.  Wells.  We  don't  use  that 
stuff  in  anything  else  anymore,  but  we  still  use  it  for  movies. 
I  say  when  film  is  gone,  it'll  be  wonderfully  freeing.     ►  134 
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American  Freighfways  fjas  imtaii 
a  Spectrurn24-based  wireless  LAN  network 
combined  with  Symbol  pen  computers 
for  a  freight  tracking  system  that  improves 
productivity  and  customer  service. 


Street  smart  businesses  of  all  kinds  are  relyir 
on  high-performance  wireless  LANs  from 
Symbol  Technologies  to  improve  the  way  the 
do  business. 

Working  with  our  Certified  Business 
Partners,  Symbol  combines  industry 
systems  expertise  with  innovative  products 
and  technology  to  deliver  integrated  wireless 
solutions -from  system  design  to  implementation 
md  ongoing  support. 

Symbol  is  pi 
to  worn  from  Mail 


Neiman-Marcus,  the  Dallas-based 
specialty  retailer,  has  improved  the 
in-store  movement  of  merchandise 
and  customer  service  through  a  wireless 
system  from  Symbol  that  integrates 
portable  data  terminals  and  printers 
for  in-store  price  markdowns,  inventory 
counts  and  price  lookups. 


ffflllll 

Vision '^MW' 


Leading  the  way  in 
wireless  LAN  technology. 

Symbol  introduced  the  first 

commercially  available  spread 

spectrum  network  in 

our  industry, 

Spectrum 

Onef  in  1990. 

Today,  we  also  offer  Spectrum24f  the  first  open 

architecture  wireless  LAN  designed  to  comply  with 

the  IEEE  802.11  standard  for  wireless  communications. 

With  over  20,000  customer  locations  worldwide. 

Symbol  wireless  LANs  are  the  proven  choice 


D 


I 


without 

Boundaries" 


'^ '^■businesses  of  all  sizes  who  know  that  partnering  with  the  leader 
ur  industry  can  help  make  them  a  leader  in  theirs. 
anding  the  power  of  wireless. 

The  transition  to  wireless  data  management  wouldn't  be  complete 
hout  the  application- specific  devices  your  workforce  needs  to 
the  job  done.  From  portable  pen  computers  to  hand-held  and 
licle-mounted  terminals,  Symbol  extends  the  power  of  your  wireless 
N  all  the  way  into  the  hands  of  your  workers. 
But  we  don't  stop  there.  Symbol's  latest  products  actually  extend 
I  traditional  limits  of  your  network  by  incorporating  innovations  like 

ng  wireless 
treet  to  Wall  Street. 


J.C.  Penney  keeps  merchandise 
moving  out  of  its  1.2  million- 
square-foot  distribution  center  in 
California  with  a  wireless  warehouse 
management  system  that  processes 
over  220,000  transactions  in 
a  24 -hour  period  over  a  Symbol 
wireless  network. 


th  the  New  York  Stock 

jichange  (on  the  recom- 
ndation  of  consultant 
TE)  and  the  American 
ock  Exchange  have 
>sen  Spectrum24  to  bring 
ssion-critical,  real-time 
formation  transactions  to 
ir  trading  floors. 


LAN-based  pagers  and  thin  clients  to  enable 
connectivity  to  your  corporate  intranet. 

Wireless  LANs  from  Symbol  Technologies: 
they'll  put  you  on  the  road  to  greater  produc- 
tivity, customer  satisfaction  and  profitability. 
For  more  information  on  how  Symbol's 
wireless  solutions  can  help  your  business, 

call  1-800-722-6234. 
Or  contact  us  on 
the  Internet  at 
www.symbol.com/wsm.htm 


Ralph's,  the  nation's  oldest 
supermarket  chain,  performs  direct 
store  delivery  (DSD)  with  Symbol 
hand-held  computers  communicating 
on  a  Spectrum  One  wireless  LAN. 
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DIGITAL 


GRAHAM  NASH 


just  a  Millisecond 

Before  I  Go 


Graham  Nash,  musician,  first  won  recognition  as  a  founding 
member  of  the  Hollies.  Nash,  55,  achieved  superstar  status  in 
1969  when  he  helped  form  Crosby,  Stills,  and  Nash. 

MY  OWN  TECHNOLOGY  STORY  begins  as  a  child,  with 
me  hearing  music  in  the  air  and  hallucinating 
scenes  in  the  cracks  of  the  ceiling  in  my  par- 
ents' bedroom.  I  knew  that  seeing  visions  in 
plaster  separated  me  from  other  kids,  and  I  sure 
didn't  want  to  tell  anybody.  So  when  I  saw  my 
father  take  a  blank  piece  of  paper,  put  it  into  a  virtually  col- 
orless liquid,  and  then  pull  out  this  image  of  me  at  the  zoo, 
it  made  me  believe  that  my  "floating  mind"  was  going  to  play 
an  important  part  in  my  future.  In  this  way,  the  very  concept 
of  photography  changed  my  life. 

Music  had  the  same  effect.  I  remember  being  about  15  and 
going  down  to  a  dance  on  Saturday  night  and  hearing  the 
first  bars  of  the  Everly  Brothers  singing  "Bye  Bye  Love."  It 
stopped  me  in  my  tracks.  It  did  for  me  what  I've  been  try- 
ing to  do  ever  since  with  notes  and  words. 

Along  the  way,  technology  influenced  me  in  a  number  of 
ways.  Hearing  an  electric  guitar  was  one  of  the  first  It  was 
the  first  time  I  was  able  to  hear  anything  louder  than  myself. 
It  was  a  similar  thing  when  I  went  into  my  first  real  record- 
ing session  at  a  BBC  studio  in  London  in  the  early  1960s.  It 
totally  changed  the  way  I  thought  about  music,  especially 
because  of  the  ability  to  layer  the  sound.  I  was  with  the  Hol- 
lies then,  and  we  did  our  first  two-track  recording.  Then  we 
began  working  with  a  four-track  machine.  Wow.  We  could 
then  do  double  vocals,  and  it  thickened  the  sound  right  up. 
When  I  was  out  of  the  Hollies  and  joined  Crosby  and  Stills, 
it  was  "Wow"  again — now  we  had  eight  tracks  to  play  with. 
Today,  I  have  a  12-inch  box  I  take  around  with  me  that  has 
64  tracks,  no  tape,  just  straight  to  a  hard  drive.  I  have  29  new 
songs  that  are  stored  on  the  one-gigabyte  drive. 

My  first  computer  was  an  old  512K  Macintosh.  I  started 
to  use  it  really  early,  in  the  mid-'80s,  working  mostly 
with  scanning  software,  really  primitive  black-and-white 
stuff.  I'd  scan  in  an  image  I  made  and  plug  it  into  photo- 


enhancing  software  called  Digital  Darkroom.  I'd  mess  around 
to  get  the  image  I  wanted. 

My  friend,  the  singer  Joni  Mitchell,  is  a  painter  and  she 
told  me  about  a  nice  experience  she  had  had  with  a  gallery 
in  Tokyo.  I  sent  them  some  of  my  photographs  and  they  said, 
"Great,  send  us  50  images  blown  up  to  four  feet  by  five  feet." 

I  thought.  Holy  shit,  this  was  a  really  daunting  task — the 
chemical  toxic  waste  alone  from  producing  these  size  images 
was  huge.  It  was  about  this  time  that  I  saw  one  of  the  first  Iris 
Graphics  ink-jet  printers.  I  decided  if  we  could  bend  and  shape 
the  machine  to  what  we  wanted,  we  could  create  great  art. 

I  bought  the  machine  in  1988  for  $140,000.  And  after  I 
did  my  own  prints,  some  friends  and  I  decided  that  with  all 
of  the  money  invested,  we  should  expand  and  produce  prints 
for  others.  Eventually,  it  turned  into  a  business  called  Nash 
Editions,  a  company  that  has  now  done  work  for  David  Hock- 
ney,  Allen  Ginsberg,  and  other  artists.  This  year,  in  fact,  we 
had  our  first  million-dollar  year. 

My  most  ambitious  use  of  technology  is  my  "LifeSighs" 
show,  a  live  multimedia  tour  through  my  life  that  we  have 
produced  six  times  now.  Before  that,  in  1988, 1  was  offered 
four  speaking  engagements  at  U.S.  colleges.  At  first  I  didn't 
know  what  to  do.  Give  me  a  guitar  and  a  piano  and  I  can  play 
all  day.  But  an  hour  of  talking? 

I  mugged  up  an  hour  and  did  my  first  gig  at  Kent  State. 
It  was  an  eye-opening  experience.  I  realized  that  if  I  could 
find  a  way  to  show  the  kids  what  I  was  talking  about  while 
I  talked,  it  could  become  a  very  interesting  and  useful  form 
of  entertainment.  I  decided  to  create  a  database  of  my  life,  to 
find  every  available  photograph,  video,  and  as  much  infor- 
mation as  I  could  on  every  person  I  knew  and  every  place  I 
had  visited.  It  was  an  enormous  task,  doable  only  with  major 
computer  power.  I  went  to  Silicon  Graphics  and  explained 
what  I  wanted  to  do.  They  sent  two  million-dollar  Onyx 
machines  to  my  house,  each  of  which  had  a  gigabyte  of  RAM. 

The  first  show  was  in  the  Annenberg  Theatre  at  the 
University  of  Pennsylvania.  And  while  I  was  live  onstage,  the 
information  went  back  and  forth  over  high-speed  fiber  lines 
to  the  two  Onyx  computers  in  Los  Angeles.  It  crunched  ►  135 
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MultiSync  MT  LCD  Projectors 

MT810 

MTIOOO 

Resolutions 

640  X  480, 

640  X  480. 

Supporter) 

800  %  600, 

800  X  600. 

1024  x  768 

1024  X  768, 

with 

1280x1024 

AccuBlend™ 

with 

technology 

AccuBlend" 
technology 

Video 

NTSC,  PAL, 

NTSC,  PAL, 

Compatibility  SECAM. 

SECAM, 

NTSC  4.43 

NTSC  4.43 

Brightness 

550  ANSI 

450  ANSI 

Lumens 

Lumens 

Weight 

15,5  lbs 

15.9  lbs 

Dimensions 

(W,  H,  D) 

156x5.7x126 

15.6x57x12.6- 

Both  models 

are  compatible  with  PC.  Mac, 

and  workstation  computers,  feature  built-in 

audio  and  2 

years  of  instaCare  24  hour 

replacement 

service 

J 
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IN  A  DISASTER, 

"^Bi^^    one  of  the  things 
that  helps  give  you  peace  of 
mind  is  the  rigorous  training 
of  the  Red  Cross.  In  a  presenta- 
tion, one  of  the  things  that  helps 
give  you  peace  of  mind  is  the 
superior  performance  of  the  new 
MultiSync  MT  LCD  projectors 
(not  to  mention  their  reliability 
and  incredible  ease  of  use). 


IN  AN  EMERGENCY,  split-second 
^HB^  decisions  mean  the  difference  between 
life  and  death.  Not  surprisingly,  then,  the  Red 
Cross  puts  a  tremendous  amount  of  importance 
on  training  and  preparedness. 


A  good  projector 
can  save  a  meeting. 
A  great  one  just 
might  save  a  life. 


Hurricanes.  War  Floods.  While 
some  would  run  the  other  way, 


NEC  MultiSync  MT8 10  and 
MTIOOO  LCD  Projectors 


the  Red  Cross  rushes  in.  What  makes  this        plus  a  hanS-held  rem 
extraordinary,  responsiveness  possible?        very  easy  to  use.  They're  bar 
Their  generous  spirit,  and  an  astonishing-       InstaCare'  24-hour  repi. 


amount  of  training. 


And  an  introductory  vidt 


At  NEC  Technologies,  we  salute  the       and  running  quickly. 


Red  Cross'  incredible  commitment  to 


All  of  which  makes  them  the  idea 


training.  For  it  is  our  own  commitment        LCD  projectors^whether  you're  training 


to  training  and  presentations  that  led 
us  to  develop  our  new  MultiSync"  MT810'" 
and  MTIOOO"  LCD  projectors.  These  com- 
pact products  offer  the  highest  quality 
image  under  all  lighting  condi- 
tions. Simple  on-screen  menus 


for  a  disaster,  or  just  trying  to  keep  your 
next  presentation  from  becoming  one, 
For  a  free  guide  to  selecting  the  right  pro- 
jector, call  us  at  1-800-NEC-INFO.  Or 
-■^  :        visit  www.nec.com.  Expect  more. 
Experience  more. 


# 


■: 

em 

FOR  MORE 
I THAN  A 
CENTURY,  the  Red 
Cross  has  been  quick  to 
lend  a  helping  hand.  In 
addition  to  disaster  relief, 
they  present  comprehensive 
health  and  safety  programs 
such  as  CPR.  HIV/.MDS 
education  and  Nurses 
certification  programs. 
Injaa,  the  Red  Cross  is  a 
leading  provider  of  such 
health  and  safety  courses. 


NEC  Technologies 


0.1     ^ 
--    OJ 


jil*      THE  RED  CROSS  IS  IN  THE  BUSINESS  of  saving  lives.  In  some  ways, 
^■■S^  perhaps,  one  could  argue  that  we  are  as  well.  You  see,  the  new  .MultiSync  .MT  Series 
LCD  projectors  are  so  reliable  that  they're  backed  by  a  whole  new  level  ofcustomer  service. 
It's  called  InstaCare  service  from  NEC  Technologies.  And  in  the  unlikely  event  of  a  problem, 
it  guarantees  a  replacement  projector  within  24  hours  at  our  expense. 
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SCOTT  ADAMS 


Funny  Business 


Scott  Adams,  40,  cartoonist,  draws  the  wildly  popular  Dilbert 
cartoon  strip,  which  appears  in  1,700  newspapers. 

WHEN  I  MOVED  TO  San  Francisco  to  See  an  old 
girlfriend,  I  knew  I  wanted  to  work  in  a  bank. 
Crocker  National  Bank  had  been  recommended 
because  of  its  technology.  My  economics  pro- 
fessor had  told  me  they  had  this  ATM  network 
that  was  going  to  really  set  them  apart.  I  thought. 
That's  cool,  they're  progressive.  I  walked  into  a  downtown 
San  Francisco  branch,  waited  in  line,  and  ended  up  work- 
ing as  a  bank  teller. 

This  was  1979.  In  the  next  six  months  I  got  robbed  twice 
at  gunpoint.  One  robber  stuck  the  gun  up  to  my  nose;  the 
other  kept  it  in  his  pocket.  The  prospect  of  death 
has  been  a  consistent  motivator  in  my  life.  I  decided 
I  really  needed  to  get  promoted  out  of  there  because 
I  was  going  to  die,  and  I  ended  up  getting  put  in  a 
management  program. 

While  all  this  was  happening,  I  thought  I  knew 
how  to  fix  this  bank  and  all  of  its  problems.  I  wrote 
up  my  ideas  and  sent  them  off  to  senior  manage- 
ment. It  was  laughably  bad,  but  it  caught  the  atten- 
tion of  a  senior  vice  president  who  recognized 
himself  at  age  21. 

I  had  actually  put  jokes  in  my  resume,  and  he  liked 
them  so  much  he  put  me  in  a  branch  manager  train- 
ing program.  He  thought  people  with  a  sense  of  humor 
have  a  little  extra  going  for  them.  A  few  months  later 
he  called  me  in  with  another  guy  and  said,  "We  need 
a  computer  system  to  track  performance  at  all  the 
branches,  and  we  want  you  guys  to  do  it." 

I  said,  "I  really  appreciate  the  opportunity,  but  I 
gotta  tell  ya,  I'm  not  the  guy."  He  said,  "All  I  want  to 
hear  from  you  is  whether  you  think  you  can  do  it."  My 
ego  was  totally  bruised,  so  I  said,  "Yeah,  I  can  do  it." 
We  didn't  have  to  do  any  of  the  technical  work.  We 
were  just  project  managers.  We  put  the  system 
together  and  it  kind  of  worked. 

Then  they  said,  "We  need  somebody  to  run  the 
system,  but  it  will  require  some  technical  skills  and  it 
will  mean  a  35%  raise."  At  that  point  I'd  learned  a 
little,  so  I  said,  "Yeah,  I  can  do  that."  I  took  the  job     IIh^'y 
and  I  stealthily  signed  up  for  a  computer  program-      *u9h^ 


ming  course.  Nobody  else  in  the  department  knew  anything 
about  computers  either,  so  I  managed  to  bluff  my  way  through. 

In  1986  I  escaped  from  Crocker  Bank.  I  was  looking  for 
big  money,  and  Pacific  Bell  paid  more.  I  decided  computers 
were  just  computers,  but  telecommunications  had  almost  infi- 
nite growth  potential. 

Good  analysis.  Wrong  company. 

Pacific  Bell  always  needed  more  engineers  than  they  had. 
They  would  say,  "You  don't  know  anything  about  ISDN,  but 
we  need  somebody  to  test  ISDN  equipment." 

I  found  myself  slowly  being  drawn  toward  more  techni- 
cal functions  because  I  could  bluff  my  way  through  and 
because  they  were  always  shorthanded.  I  quickly  discovered 
I  wasn't  the  only  one  bluffing.  ■ 
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RILL  HFNDFRSQN 


Power  to  the  Pencil 


Bill  Henderson,  56,  publisher,  is  the  owner  of  Pushcart  Press. 
Henderson  is  also  cofounder  of  the  Lead  Pencil  Club,  which  is 
devoted  to  "pulling  the  plug  on  the  electronic  revolution." 

WENT  TO  Hamilton  College,  got  out  in  '63  with  a  B.A., 
and  went  to  graduate  school  at  Harvard  for  10  days.  Then 
I  went  to  the  "Grad  School  of  Lawrence  of  Arabia":  I  got 
drunk,  got  on  a  train,  went  to  Paris,  and  started  to  write 
the  Great  American  Novel. 

I've  never  had  any  interest  in  technology.  It's  always 
bothered  me.  I'm  not  a  technophobe,  but  I  think  it's  annoy- 
ing. It  breaks  down  when  you  don't  want  it  to,  so  if  you  don't 
depend  on  it,  you  don't  have  that  problem.  I  used  to  cut  grass 
as  a  boy  with  one  of  those  old  reel  lawn  mowers — it  took  me 
an  hour,  no  problem.  Now  I  have  a  gas  mower, 
but  I  still  have  to  push  it  and  it  makes  a  horri- 
ble racket. 

As  a  publisher  I  don't  use  any  high  tech 
equipment,  even  though  I  have  a  pretty  com- 
plicated operation.  The  Pushcart  Prize  [a  pub- 
lication of  the  best  from  small  literary  presses] 
has  200  contributing  editors,  and  the  Lead  Pen- 
cil Club  has  over  2,000  members,  maybe  3,000. 
But  I  do  it  all  very  simply.  I  don't  even  make 
card  files.  I  just  keep  the  original  letters  in  a  shoe 
box,  and  that's  my  file  of  who  is  active  in  any 
given  year  as  a  contributing  editor  of  the  Push- 
cart Prize,  i  do  all  the  labeling  by  hand. 

People  are  being  swarmed  over  with 
machines — the  idiot  box.  We're  phasing  ourselves 
out.  I  see  it  as  a  slow,  insidious  form  of  suicide. 
Some  people  think  that's  a  good  idea,  to  get  rid 
of  the  human  body.  Get  rid  of  the  meat  and 
upload  or  download  everything  in  cyberspace. 
Just  put  your  brain  in  cyberspace  and  all  our 
messy  emotions  will  be  done  with. 

It's  a  phony  revolution  and  I'm  sick  of  it. 
There's  no  revolution.  All  they're  doing  is  speed- 
ing things  up,  getting  there  faster  and  faster, 
making  people  work  faster,  and  jamming  their 
brains  like  encyclopedias  and  making  them  feel 
they  don't  know  anything.  They  have  no  wis- 
dom. I  don't  need  any  more  information.  I  want 
less.  I  want  to  shut  down  the  information.  It's 
a  fraud. 

The  Lead  Pencil  Club  was  supposed  to  be 


funny,  a  satire.  I  put  an  announcement  in  the  local  paper,  and 
I  got  eight  letters  back  from  people  who  were  serious 
and  wanted  to  join.  Long  letters  in  pencil.  And  I  realized, 
whoa!  Then  I  wrote  a  manifesto  and  sent  it  to  the  New  York 
Times;  I  happened  to  know  the  op-ed  page  editor.  And  then 
this  thing  exploded.  I  think  March  16,  1994,  was  the  date, 
and  it  hasn't  stopped  since. 

The  irony  of  it  all  is  that  now  this  club  has  grown  so  big 
that  I'm  not  driving  it,  it's  driving  me.  I've  never  seen  any- 
thing in  my  life  remotely  like  the  response  I've  gotten  for  Lead 
Pencil.  People  are  passionate  about  this.  They're  writing  me, 
a  total  stranger,  pages  and  pages  of  handwritten  letters  about 
their  lives  and  how  computers  have  destroyed  them,  destroyed 
their  kids,  destroyed  their  libraries.  ■ 
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My  business  can't  stop  when 
the  power  does . . . 


Back-UPS-  Office's 
instant  battery 
back-up  can  keep 
you  up  and  running 
even  when  the 
power  goes  down. 


Back-UPS^  Office  from  APC. 


I've  got  Back-UPS'  Office^ 
from  American  Power 
Conversion.  Back-UPS  Office  com- 
bines world  class  surge  protection, 
a  $25,000  equipment  protection 
guarantee*  and  instant,  uninter- 
ruptible battery  back-up  power. 

So  when  the  power  goes  out, 
and  it  will....  I  have  plenty  of 
time  to  save  what  I  am  work- 
ing on  and  shut  down  safely. 


Plus,  I  am  protected  from 
surge  damage,  keyboard 
lock-ups,  data  loss 

APCs  Back-UPS  Ottica  Is  availaMe  at: 

OfficeBlbix        Q^^ 


and  power  problems  transmitted 
to  my  workstation  over  data  and 
power  lines." 

So,  if  you  just  bought  your  first 
computer,  or  run  a  company  that 
needs  hundreds,  you  can  depend  on 
the    reliability  and  peace  of  mind 

that  comes  with  APC  products. 

Why?  It's  simple.  APC  protects 

more  computers  for  more 

companies  in  more  countries 

than  anyone  in  the  world. 


Look  for  APC  power  protection 
products  -  starting  at  S24.95 


Now,  that's  a  reason  to  smile. 


STAPLES 


COMPUTIH, 


ncK>csnEF» 


800-328-2261 

OI997  APC.  All  Trademarks  are  the  property  ol  ttieir  owners  "  See  policy  tor  details  6F20EF 
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800-258-2088 


@tCO«Wri«  DISCOUNT  tMAMHOUU 
800-334-4239 


EDEE  Consumer 
niLL  Catalog 

CH  YES!  Id  like  to  receive  my  FREE  catalog. 

I     I     NO,  I'm  not  interested  at  this  time  but  please 

add  me  to  your  quarterly  newsletter  mailing  list. 

Name: 


Title: 

Company: 

Address: 

City/Town: 

State:               Bp: 

Country 

Phone: 

Fax: 

Brand  of  UPS  used? 

» 

Brand  of  PCs  used? 

H 

Brand  of  Servers  used? 

» 

(800)347-FAXX  PowerFax 


E-mail:  apcintofiapcc  com 


888-289-APCC  x8259 

Fax:  (401)788-2797 
www.apcc.com  F1 1  -BO 

I 

•       132  Fairgrounds  Road.  West  Kingston.  Rl  03892  USA 


HtiJ  has  won  more  awards  forjellablllt 
thdn^ll  other  UPS  vei  dfrs-comblnetf. 
>    .  .  .  V"y  / 
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MUSE 


JOHN  LASSETER 


i 


O 

o 


Buzz  Lightyear 

Gets  Dirty 


John  Lasseter,  40,  animator,  is  vice  president  at  Pixar.  He  wrote, 
directed,  and  won  an  Academy  Award  for  Toy  Story,  the  first 
computer-animated  feature  fdm  in  history. 


WHEN  I  FIRST  SAW  a  Computer,  an 
entire  world  opened  up  for  me. 
I  was  never  a  great  draftsman.  I 
always  got  caught  up  in  the  single 
drawing  and  would  become  frus- 
trated. The  computer  freed  me  to 
be  a  much  better  animator.  I  was  allowed  to  think 
in  an  entirely  new  way. 

Computers  can  do  certain  things  incredibly 
well.  Woody,  from  the  movie  Toy  Story,  couldn't 
be  done  with  hand-drawn  animation.  Neither 
could  the  character  Buzz.  As  the  film  progressed, 
Buzz  Lightyear  got  dirty.  He  also  had  "Andy" 
written  on  the  bottom  of  his  boot,  and  it  got 
worn  down  as  the  movie  went  along.  The  com- 
puter allowed  the  pebbly  texture  of  Mr.  Potato 
Head,  the  reflection  in  the  screen  of  Etch  A 
Sketch — all  these  details  that  made  the  world 
of  toys  believable. 

But  we  still  cannot  do  the  dwarfs — Dopey, 
Sneezy.  The  seven  dwarfs  are  so  flexible  and  fluid, 
and  the  computer  can't  do  that  believably.  What 
we  have  found  is  that  the  more  organic  some- 
thing is,  the  more  difficult  it  is  to  do  with  a  com- 
puter. WTiereas  the  more  geometrically  perfect  it 
is,  the  more  the  computer  likes  it.  Realistic  move- 
ment is  tough. 

People  think  it  must  be  easier  for  us  to  make 
a  movie  with  computers,  that  we  work  less  hard, 
but  that  isn't  true.  We  labor  over  every  frame, 
every  pixel.  It  is  unbelievably  laborious.  Some- 
times you  think,  man,  just  give  me  a  piece  of 


paper  and  pencil  and  I'll  draw  the  thing.  But  then  there  are 
the  moments  when  it  comes  together,  and  we  realize  that  it 
is  completely  new,  something  never  before  possible.  It  comes 
to  life.  And  we,  too,  are  amazed.  ■ 


1 
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America's  Challenge:  Defining  Russia  Is  Telecom  Being  Reformed? 
Gambling:  Fighting  Long  Odds  Today's  Students,  Tomorrow's  Workers 
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Make  sense  of  it  all. 
'oday^s  Ideas...  Tomorroiv^s  Policies 

www.intellectualcapital.com 
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E'RE  IN  THE  TRANSPORTATION  INDUSTRY, 
SO  IT  ONLY  MAKES  SENSE  THAT  WE  NEVER  STAND  STILI 


National  Customer  Service  Center;  l-ftOO-NFLK-SOU  (f>3?-?7(i8).  Annual  reoort  reauests:  l-800-??l-<>757.    Web  site:  www.nscoro.com. 


Forward  motion  has  become  a  habit  at 


Norfolk  Southern.  We  like  to  keep  the 
Thoroughbred  running  with  a  steady  flow  of 


new  ideas.  In  fact,  it's  just  one  mission  of  the  mechanical 
engineers  in  our  Innovative  Research  Department.  Some 
of  their  recent  efforts  include  projects  to  develop 
longer-lasting  crossties,  stronger  couplers,  and  quicker 
loading  and  unloading  methods  for  coal,  merchandise 
and  intermodal  freight.  The  result  of  these  endeavors  is  a 
railroad  that  constantly  strives  to  improve  its  safety,  its 
efficiency  and  its  customer  service.  For  more  than  a 
century,  Norfolk  Southern  has  continued  to  bring 


innovation  to  transportation.  As  we  approach  the  next 
millennium,  it  seems  we're  moving  at  a  pretty  good  clip. 


The  Thoroughbred  of  Transportation. 

CO  19')7  Norfolk  Souihern  Torp.  Three  Commercial  Place,  Norfolk  \\ ;:;:  > 


Q  II  119-4  matters,  just  as  holding  a 
Uvtl  book  and  reading  it  is  a  very  dif- 
ferent experience  from  reading  a  book 
online.  There's  something  about  the  page. 
It's  almost  a  physical  contact. 

But  here's  the  deal,  and  only  people 
who  have  been  won  over  to  the  computer 
screen  understand  this:  After  a  while,  you 
feel  you  see  more  of  the  page  on  the  com- 
puter screen.  Even  a  small  screen.  Because 
it's  all  there  in  the  air  somewhere  and  all 
you  need  to  do  to  see  another  portion  of 
it  is  scroll.  You  begin  to  picture  it  differ- 
ently. Something  happens  in  your  mind, 
in  your  perceptual  understanding.  It  may 
be  parallel  to  looking  at  a  hologram  as 
opposed  to  a  photographic  print. 

But  the  obvious  advantage  for  a  writer 
of  using  a  computer  is  the  ease  of  chang- 
ing or  correcting  text.  Like  many  poets,  I 
used  to  carry  poems  around  with  me  all 
the  time.  I  always  had  a  few  drafts  with 
me,  and  I  would  scribble  on  them, 
and  when  they  got  unreadable  I  would 
retype  them  and  go  on  scribbling.  Often 
I  couldn't  make  up  my  mind,  and  I  would 
keep  all  these  versions  at  once. 

Well,  I  don't  think  that  was  helpful.  The 


best  poetry  is  a  lot  more  unplanned  and 
associational  than  one  might  suppose.  I 
mean,  what  decision  one  makes  here  or 
there  in  writing  a  poem  is  not  nearly  as 
important  as  the  quality  of  attention  paid 
to  that  decision  afterward.  In  other  words, 
the  poem  listens  to  itself  as  it  goes.  Once 
I  got  used  to  writing  poetry  on  a  com- 
puter, I  started  to  make  changes  without 
saving  the  previous  versions.  I  not  only 
didn't  save  the  drafts  as  files,  I  didn't  even 
print  them  out,  and  I  still  don't.  There's  an 
old  Jewish  saying  that  I  love:  "The  text 
evolves  without  a  paper  drill."  ■ 


Zemeckis 


12 IM  Actors  have  to 
adapt  to  technology, 
too.  I  believe  that  we're  on  the  cusp  of  a 
change  in  acting  technique  similar  to  the 
change  from  stage  to  screen  in  the  silent 
era.  In  theater,  actors  would  indicate  in  a 
very  operatic  way,  but  onscreen — which 
is  big  and  magnified — you  had  to  be  more 
subtle.  Another  change  happened  when 
we  moved  from  silent  film  to  sound  film. 
You  couldn't  just  indicate  with  your  body, 
you  also  had  to  speak.  Now  we're  going 
through  another  change.  The  scene  in 


Contact  where  they're  on  the  beach  wa; 
a  completely  blue  room.  The  two  actor? 
had  nothing  to  work  with  other  than  theii 
own  imaginations  and  my  sketches  and 
photographs  of  a  beach  in  Fiji.  Actors 
today  need  to  be  very  technical.  If  you're 
one  of  these  actors  who  can't  look  at  a 
piece  of  tape  and  perform  for  an  eyeline, 
you're  in  big  trouble. 

Something  else  I  see  in  acting  is,  say, 
you  have  Matthew  McConaughey.  In  the] 
next  5  to  10  years,  he'll  go  into  an  image 
scanning  facility  and  run  through  a  series 
of  emotions:  all  sorts  of  different  sounds 
and  different  facial  expressions.  This  will 
be  done  every  five  years,  so  there'll  be  a 
library  of  images.  Okay,  so  when  the  older 
Matthew  McConaughey  does  a  young  per- 
formance, his  image  is  manipulated  to 
look  like  he  looked  when  he  was  25,  and 
then  he  ages  perfectly  and  gracefully  and 
wonderfully,  rather  than  the  way  we  have 
to  do  it  now,  which  is  always  to  take  a 
young  actor  and  put  makeup  on  him  to 
make  him  look  old.  Imagine  if  Marlon 
Brando  could  do  a  performance  and  we 
could  scan  in  his  entire  career.  , 

Technology  is  also  definitely  going  to 


"Like  a  dccp-sca  volcano  bursting  to  the  surface,  spewing  out  vast  new  lands  soon  to  be  inhabited  by  a  complex 

ecosystem,  the  Web  is  creating  a  virtual  landscape  that  will  soon  be  occupied  by  an  awesome  array  of  economic 

organisms— more  commonly  known  as  companies. . . .  It's  evolution  at  warp  speed.  Strap  yourself  in." 

—  Michael  Rolhschild,  £v()/u/i()n  c/f  War/?  S/xcJ 


The  Cato  Institute,  the  Bionomics  Institute,  and  Forbes  ASAP 


Invite  You  to 


Now  What? 
Living  witli  Perpetual  Evolution 


Speakers      include 

Gregory  Benford,  editor  oi  Far  Futures 

Edward  Crane,  Cato  Institute 

Andrew  Leonard,  author  of 

Bots:  The  Origin  of  a  New  Species 

Peter  Huber,  author  of  Law  and  Disorder  in  Cyberspace 

Virginia  Postrel,  Reason  magazine 

Michael  Rothschild,  Bionomics  Institute 

November  13-15,  1997 

The  Mark  Hopkins  Inter-Continental  Hotel 
San  Francisco 


This  conference  will  be  an  eye-opening  exploration  of  biology,  economics,  technological  evolution,  and  free  markets. 

For  further  information  and  program  updates  \1sit  http://www.cato.org/events/bionomics.html  or  contact  Conference  Department, 

Cato  Institute,  1000  Massachusetts  Ave.,  N.W,  Washington,  D.C.,  20001  •  (202)  218-4633 

•  Fax  (202)  842-3490  •  E-mail  bionom@cato.org. 
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cii.  ?ut  stuntpeople  out  of  business.  When  I 
ia  lid  Romancing  the  Stone,  I  had  to  put 
nta  Tiany  stuntpeople  in  harm's  way  to  cre- 
fi  r  ite  spectacle.  Now  you  put  a  big  three-inch 
\&  cable  on  the  real  actor  and  put  a  net 
VK  underneath  him.  It's  okay  because  you  can 
h'  take  it  out  digitally.  There's  absolutely  no 
i'dit   reason  to  do  a  real  stunt  anymore. 

Every  part  of  moviemaking  will  get 
s,si  more  technical.  There'll  be  giant  libraries 
so  you  can  bank  crowd  scenes.  If  a  direc- 
tor wants  to  do  a  gladiator  scene,  he'll  be 
able  to  buy  the  scene. 

What  do  you  need  them  to  do? 
"Well,  I  need  them  cheering  at  a  chariot 
race  and  then  all  of  a  sudden  the  guy 
gets  killed  and  they  all  have  to  react 
in  horror."  So  somebody  will  process 
and  design  and  build  these  crowd  reac- 
tions for  you. 

It  all  comes  back  to  one  thing.  It's  what 
Truffaut  said:  Movies  are  about  truth  and 
spectacle.  I  mean,  it's  the  one  art  form  that 
does  both.  It  marries  them  perfectly.  It's 
okay  to  just  have  spectacle  and  it's  okay  to 
just  have  real  profound  human  truth.  But 
when  they're  both  there,  that's  a  movie. 
That's  cinema.  ■ 


?'.' 


|L  j  L  125  A  the  scene  I  instructed 
I  lubl  I  and  sent  characters  and  images 
back  to  me  in  real  time. 

One  of  the  interesting  problems  we 
faced  was  that  electronic  signals  going 
6,000  miles  still  take  time,  and  I  had  a 
10-millisecond  delay.  Part  of  the  show 
involves  me  playing  live  with  David 
Crosby  in  Los  Angeles  in  what  you  have 
to  call  "cyberjamming,"  an  absolutely  new 
space.  It  involves  a  different  kind  of  intel- 
ligence, with  incredibly  weird  spaces  and 
timing.  I've  spent  my  life  as  a  musician 
getting  the  time  right,  and  here  I  had  to 
deal  with  musical  time  in  a  very  differ- 
ent way.  In  that  cyberworld  everything  gets 
slightly  rubbery,  and  your  job  is  to  erase 
the  10-millisecond  delay  by  anticipating 
things  to  come  up  before  they  do.  It 
involves  an  even  greater  element  of  trust 
than  playing  live. 

Actually,  doing  "LifeSighs"  live  made 
me  see,  first  of  all,  that  I  wasn't  in  charge. 
For  me,  it's  a  miraculous  thing,  and  at  the 
first  show,  I  was  really  proud  of  the  fact 
that  nobody  in  the  history  of  the  planet 
had  done  technologically  what  I  did 
that  night.  ■ 
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How  to  be  heard 

in  more  tKan  two  places 

at  the  same  time, 

saying  the  same  thing 

all  alone  by  myself. 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 

appearing  on  my  home  PC  In  Sausalito,  my 
office  PC  in  San  Francisco,  my  client's  PC  in 
Seattle  and  my  cousin's  in  Seville.  Let  me 
be  the  first  to  mention  that  the  first  digital 
recorder  with  a  flash  memory  miniature  card 
also  has  distortion-free  playback,  compressed  files 
that  are  accessed  instantly  and  unlimited  memory. 

Unheard-of. 


L 


It's  not  just  the  sound.    It's  where  you  take 

OLYMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  www.olvmpus.com 


Technology-* 

The  latest  news  from  Silicon  Valley. 
Hot  companies,  rising  industry  personalities, 
compelling  new  technologies,  mobile 
computing,  and  telecommuting.  Plus, 
insightful  analysis  of  the  significant 
corporate  and  cultural  changes  wrought 
by  advancing  technology. 
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Canon  Technology  Update: 


Because  loose  lips  still  sink  shii 
lets  you  produce  confident 


With  Canon 's  CLC  WOO  color  laser  copier  and  ColorPASS  8000  controller,  any  desktop  in  a  workgroup,  any  platform  in  a  network,  can  have  31-ppm, 
full-color  printing  capability.  For  anything  from  a  single  copy  to  thousands  of  copies. 


Pssst!  Can  you  keep  a  secret?  Not  likely,  amidst  today's 
tough  competition.  Especially  if  that  secret  happens  to  be 
contained  in  something  printed  outside  your  office. 

But,  there  is  a  way  to  keep  confidential  documents 
confidential.  And  that's  to  print  them  yourself. 

With  Canon's  digital  duo:  CLC  1000  and  ColorPASS 
8000. 

Canon  and  the  digital  revolution. 

In  the  ten  years  since  we  introduced  the  world's 
{^G  ^^^^^  digital  color  laser  copier,  we've  led  the 
^^Am^zmvi   evolution  of  digital  technology.  With  advances 


that  assure  high-speed,  consistently  accurate  copying  and 
printing  regardless  of  ambient  conditions,  operator  skills,  or 
your  network  environment. 

Which  means  that,  with  the  CLC  1000,  you  can  mm  out 
high-quality  color  proposals,  brochures,  and  catalogs  in  any 
needed  quantity.  Faster  than  the  speed  of  gossip. 

The  secrets  of  speed. 

The  CLC  1000  can  produce  M-color,  letter-sized  pages  at 
the  rate  of  31  per  minute.  And  full-color,  flill-bleed  11"  x  17" 
sheets  at  impressive  rates  as  well.  How  come?  Because  the 
CLC  lOOO's  four-drum  color  system  provides  for  a  straight 


Windows®  is  a  registered  trademarli  of  Microsoft  Corporation  in  the  United  Staies  and/or  in  other  countries.  Macintosh®  is  a  registered  trademark  of  Apple  Computer.  Inc. 
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iibnon  short-run,  on-demand  printing 
iiU-color  documents  in-house. 


paper  path.  That,  plus  its  toner,  transport, 
and  fuser  system,  allow  for  more-efficient 
color  copying  and  piinting  at  high  speeds. 

Obviously,  this  saves  much  more  time 
than  single-drum  systems  that  have  to  run 
each  page  through  the  paper  path  four 
times.  And  the  CLC  1000  has  other  time- 
saving  features  as  well.  Automatic 
Duplexing.  An  enormous,  5,250-sheet 
paper  capacity.  Minimal  maintenance  and 
downtime.  And  a  host  of  options  such  as 
a  recirculating  document  feeder  and 
sorter- stapler. 

The  magic  of  high-quality  color. 

The  magic  is  stability. 

The  CLC  lOOO's  four-dmm  color  system 
and  straight  paper  path  help 
assure  it.  So  does  the 
heavy-duty,  die-cast  frame, 
which  protects  optical 
components  from  image- 
damaging  vibration. 

And  to  counteract 
variations  in  temperature 
and  humidity  that  can 
affect  color  quality,  the 
CLC  1000  has  an  auto- 
matic toner  replenishment 
system  for  consistent 
color  accuracy. 


Windows 
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ColorPASS  8000 


□     □ 


CLC  1000 


Macintosh 


With  the  optional  ColorPASS  8000  controller,  the  CLC  1000 
accommodates  Window^,  Macintosh®,  and  other  platfoivis,  as  well  as  the 
major  networking  protocols. 


What  ColorPASS  technology  brings  to  the  party. 

All  by  itself,  the  CLC  1000  gives  you  remarkable  color 
copying  and  printing. 

But  with  the  ColorPASS  8000  controller,  it  also  gives  you 

preview  capability,  document 
merging,  post  RIP  (Raster  Image 
Processing)  editing,  job  imposi-tion. 
electronic  collation,  reverse  order 
printing,  and  fast  reprint. 


Canon's  commitment  to  the 
multimedia  solution. 

From  the  very  beginning  of 
multimedia,  we've  blazed  new 
trails  in  digital  imasing.  Because 
digital  technologies  are  essential 
to  speed  and  quality.  Not  just  for 
images,  but  for  people.  Which  is 
why  we  focus  our  R&D  on 
reducing  workload  and  creating  a 
digital  environment  where  people  are  in  control. 

And  with  the  CLC  1000  and  ColorPASS  8000. 
people  are  not  only  in  control  of  their  envi- 
ronment. 

They're  also  in  control  of  the  secrets 
within  it. 


The  CLC  1000' s  Quad  In-Line  Engine  utilizes 
four  in-line  drums  for  high-speed  output.  It  can 
produce  400  x  400  dpi  color  copies  at  the  rate  of 
31  per  minute. 
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The  Canon  CLC  1000  color  laser  copier  and  ColorP.ASS  SOOO  controller. 


Canon 


somewhere  between  steel  strings  and  skins 
there's  brass. 


over  brass  and  ivory  lingers 

a  cinder-gray  haze. 


and  when  that  ensenible  comes  together 
in  perfect  harmony. 
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they   make   up   a   color  called 
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CONNECTS  you  to  coloi  laser  technology  so  cidvanced,  il 
goes  beyond  primary  colors  to  ca[)tiire  subtle  colots  others 
struggle  to  match.  Even  a  color  as  deep  as  Blues.  It's  whal 
has  set  us  apart  since  we  introduced  ^^ — 

color  laser  copying  eleven  years 
ago.  For  more  about  our  color 
Jaser  copiers  and  printers,  call 
1-800-OK-CANON  anytime.  Web 
site  http://www.usa.canon.com: 

Canon  Laser  Color..  Its  onjy  cofnpetilion  is  reality 


J 


I 


1 


^^ 


*5lS97qai»nU.S.A.,  Inc 


CHAPTER  V 


VIEW      FROM 


Kim  Polese 

Push  Advocate 
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Carol  Bartz 

MosI  Powerful  Woman 
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Charies  Wang 
Chairman  and  CEO 
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Patrick  Naughton                | 

Creator  of  Java                          1 
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Scott  McNealy 
Brash,  Outspoken  CEO 


Michael  Moritz 

Venture  Capitalist 
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Bill  Gates 

Worlds  Richest  Man 
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URE  THE  pay's  HIGHER  thaii  it  cvcr  was,  but 
so  is  the  risk:  Now  you  have  to  share 
company  secrets  with  everybody  from 
I  your  suppliers  to  your  customers,  and 
which  of  them  can  you  really  trust? 
Hvery  shareholder  can  now  go  on  the  Net  and 
second-guess  your  decisions.  And  in  some  lab 


out  there,  you  just  know  a  new  technology  is 
being  developed  that  will  kill  your  entire 
industry  overnight.  So,  eventually,  you're  going 
to  fail,  and  fail  big.  Millions  are  going  to  watch 
your  public  humiliation  on  CNBC.  How  much 
are  pay  and  prestige  worth  in  the  face  of  that 
terrible  knowledge? 
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VIEW     FROM 


CAROL  RART7 


No  Time  to 

Change  Others 


Carol  Bartz,  49,  is  one  of  high  tech's  most  important  players 
of  either  gender  and  is  its  most  powerful  woman.  She  is  CEO 
of  Autodesk,  the  world's  fifth-largest  PC  software  company. 

FOR  SOMEBODY  WHO  LIVES  in  the  middle  of  technology, 
I  don't  use  as  much  as  other  people.  We  put  in  a  com- 
puterized lighting  system  at  home.  Every  light  is  smart. 
But  the  truth  is  it's  a  little  dumb  right  now  because  we 
can't  get  it  programmed  right. 
I  don't  sit  with  my  head  inside  a  monitor.  I'm  a 
talker.  I've  got  to  see  people.  I'm  a  person  who  picks  up  the 
subtleties.  I  think  one  of  my  big  strengths  is  I'm  a  great  reader 
of  people.  Technology  doesn't  allow  me  to  do  that. 

The  thing  that  disappoints  me  the  most  about  technology 
is  that  we've  used  it  in  the  wrong  ways.  Technology  may  give 
you  an  extra  45  minutes,  but  we're  not  giving  that  back  to  our 
families.  Instead  we're  doing  45  more  minutes  in  meetings. 
We're  way,  way,  way  information  overloaded.  There's  always 
more  information,  yet  we're  already  under  the  gun  to  look  at 
more  information  than  we  can  handle.  We're  being  abused  by 
technology  rather  than  using  it. 

We'll  reach  a  happy  medium,  I  think.  When  I  first  got 
email,  way  back  when  I  worked  at  Digital  Equipment,  each 
message  was  like  a  certified  letter  coming  in.  My  God,  email! 
Before  you  knew  it,  people  were  abusing  it,  sending  every- 
thing to  everyone — 50-page  documents  with  attachments 
to  the  attachments  to  the  attachments.  So  you  stop  reading 
most  of  it.  Now,  instead  of  writing  yet  another  email  mes- 
sage, I  often  think.  Wait  a  minute.  I'll  use  the  phone.  With  the 
Web  or  any  other  technology,  you  have  to  have  the  courage 
not  to  use  it.  Can  you  just  let  the  phone  ring  without  answer- 
ing it?  I  can. 

I  make  time  for  my  family.  They  would  like  more.  I'm 
pretty  careful,  though.  People  talk  about  balance,  but  I  don't 
believe  in  it.  The  concept  means  perfection.  Every  day  I  can- 
not be  the  perfect  CEO,  the  perfect  mom,  the  perfect  wife,  the 
perfect  friend,  and  do  a  little  volunteering.  That's  not  the  way 


it  works.  If  I  have  a  lot  going  on  at  work,  I've  got  to  be  there. 
When  I  am  home,  I  spend  a  lot  of  time  with  my  family  and 
forget  about  work  for  a  while. 

But  when  I'm  at  work,  I  work  hard.  Everybody  does.  We 
have  incredibly  short  product  cycles,  which  means  incredi- 
bly intense  development  cycles.  It's  the  term-paper  phe- 
nomenon from  college.  For  marketing,  the  term  paper  is  the 
product  launch.  For  finance,  it's  the  end  of  the  quarter.  We 
pull  all-nighters.  We  do  whatever  is  required.  And  then  the 
semester  starts  again — a  new  product  cycle  starts — and  you 
rejuvenate. 

We're  helping  people  do  their  work  better,  and  we're  help- 
ing to  make  it  more  fun.  The  first  love  of  architects,  one 
segment  of  our  market,  is  the  design  of  a  building.  The 
building  also  has  to  be  functional — it  needs  heating  ducts, 
a  sound  structure.  Our  programs  help  architects  spend  much 
less  time  doing  the  boring  part  of  their  job.  It  allows  them  to 
be  creative.  Certainly  people  designed  and  built  things  before, 
but  technology  enables  you  to  try  before  you  buy.  You  can 
model  almost  anything.  You  can  run  stress  tests  and  thermal 
tests  and  wind  tests.  You  can  actually  walk  into  a  building 
before  one  pier  is  drilled.  We've  changed  the  "what  if?"  process. 
Once  you  build  something,  the  "what  if?"  process  is  difficult. 
You  probably  won't  rip  the  top  off  and  start  over.  But  you  can 
do  that  when  you're  working  with  a  virtual  model.  You  can 
change  it  again  and  again  until  it  is  exactly  how  you  want  it. 

Technology  changes  the  nature  of  collaboration.  You  can't 
make  a  building  without  collaboration.  Everyone — the  archi- 
tect, the  structural  engineer,  the  heating  engineer,  the  elec- 
trical engineer — comes  together  to  build  a  building.  In  the 
old  days,  they  had  to  communicate  using  FedEx  and  faxes, 
and  it  was  very  inefficient.  "Is  this  the  last  thing  this  guy  sent 
me?  Hmmm.  I  don't  know."  "By  the  way,  has  everybody  else 
been  alerted?"  Now  let's  say  you're  building  an  office  build- 
ing. You  put  up  a  project  Web  site  on  the  Internet.  Everyone 
involved  can  go  there  to  find  whatever  they  need — the  sta- 
tus of  every  aspect  of  the  building,  the  most  current  ►  160 
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THE      BOARDROOM 


BILL  GATFS 


Watching 
His  Windows 


The  world's  richest  man,  42-year-old  Bill  Gates,  Microsoft 
CEO,  has  become  an  icon  for,  depending  on  your  point  of  view, 
the  best  or  the  worst  that  technology  has  to  offer. 

MICROSOFT  IS  DESIGNED  TO  WRITE  great  software. 
We  are  not  designed  to  be  good  at  other  things. 
We  only  know  how  to  hire,  how  to  manage,  and 
how  to  globalize  software  products.  The  key  was 
to  never  view  ourselves  as  a  service  company. 
We  had  to  be  a  product  company.  But  it  was  an 
approach  that  would  probably  not  apply  to  any  other  busi- 
ness. This  is  a  business  where  you  can  find  people  who  have 
enthusiasm  for  doing  things  well.  You  can  create  incredible 
feedback  loops  that  guide  what  you  do.  We  have  many  users 
who  love  to  tell  us  how  they  do  things. 

I  used  to  have  this  memo  that  I  updated  every  year  called 
The  Ten  Great  Mistakes  of  Microsoft,  and  I  would  try  to  make 
them  very  stimulating  so  people  would  talk  about  lessons  for 
the  company's  future. 

Many  of  our  mistakes  related  to  markets  we  didn't  get  into 
as  early  as  we  should  have.  The  constraint  was  always  the 
number  of  people  we  could  hire,  while  still  managing  every- 
thing, and  ensuring  that  we  could  meet  all  of  our  delivery 
commitments.  We  were  always  on  the  edge.  We  really  pushed 
the  limits  of  how  fast  we  hired  people. 

The  only  real  disagreement  Steve  Ballmer  [vice  presi- 
dent of  sales  and  marketing]  and  I  ever  had  was  when  he 
joined  the  company.  We  had  25  people.  He  said,  "We  have 
to  hire  about  50  more  people  to  deal  with  all  this  opportu- 
nity." I  said,  "No  way,  we  can't  afford  it."  I  thought  about  it  for 
a  day  and  said,  "Okay,  you  just  hire  as  fast  as  you  can,  and 
only  good  people,  and  I'll  tell  you  when  you  get  ahead  of  the 
sanity  picture."  Here  we  are  at  24,000  people  now  and  still 
the  key  constraint  is  bringing  in  great  people. 

All  successful  companies  are  run  by  a  team  of  people,  and 
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I've  been  very  lucky  with  the  other  people  who  have  come  in 
and  helped  out. 

How  do  you  manage  the  sales  force  and  make  sure  that 
those  measurement  systems  are  really  tracked  down  to  the 
individual  level  to  encourage  the  right  behavior?  I'll  sit  in 
meetings  where  Steve  Ballmer  talks  about  how  he  wants  to 
do  it,  but  that's  not  my  expertise.  How  do  we  advertise  to  get 
these  messages  across?  I  sort  of  know  where  we  are  going 
long-term.  I've  got  to  make  sure  people  are  coming  up  with 
messages  consistent  with  that  future.  But  I'm  not  expert  in 
those  things. 

Even  in  technology  areas  it's  fun  to  learn  new  things:  When 
I'm  trying  to  find  out  where  we  are  going  with  asynchronous 
transfer  mode,  for  example,  we  have  experts  who  come  in  and 
talk  to  me  about  those  things.  I  spend  two  weeks  here  just  doing 
"think  weeks,"  where  I  read  all  the  stuff  smart  people  have  sent 
me.  I  get  up-to-date  to  see  how  those  pieces  fit  together. 

In  terms  of  hiring  great  people,  how  do  we  hire  all  these 
people?  It's  by  word  of  mouth.  People  say  it's  great  to  work 
here.  The  stock  value  has  a  huge  impact  on  employees,  cus- 
tomers, stockholders,  everybody,  and  it  reflects  the  long-term 
approach  and  strength  of  the  company. 

We've  always  said  that,  given  our  long-term  approach,  this 
business  will  definitely  go  through  cycles.  There  will  be  ups 
and  downs.  There  haven't  been  any  downs  yet,  but  we  are  still 
sincere  about  saying  that.  We  say  our  profitability,  percentage- 
wise, has  grown  at  an  unsustainable  rate.  We  are  always  telling 
analysts,  "Don't  recommend  our  stock.  We  sell  software,  not 
stock.  Lower  your  earnings  estimate,  be  more  conservative." 
It's  not  a  long-term  approach  to  promote  the  stock  in  any  way. 
We  are  one  of  the  most  valuable  companies  in  America,  and 
I  think  it  reflects  people's  optimism  about  the  people  here  and 
what  software  can  be. 

I  personally  work  long  hours,  but  not  as  long  as  I  used  to. 
I  certainly  haven't  expected  other  people  to  work  as  ^162 
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PATRICK  NAUGHTON 


Mr.  Famous 

Comes  Home 


A  creator  of  Java,  Patrick  Naughton,  32,  is  president  and  chief 
technology  officer  for  Starwave,  an  online  deliverer  of  such 
services  as  ESPN  SportsZone,  Mr.  Showbiz,  and  ABCNews.com. 

WHEN  I  GO  HOME  TO  Rochester,  New  York,  peo- 
ple don't  know  what  to  make  of  me.  They  say, 
"We  hear  you  are  really  famous.  That  you  are 
in  all  these  strange  magazines,  talking  about 
really  bizarre  things."  Some  people  use  the  Net 
and  say,  "I  went  to  AltaVista  and  1  typed  in 
your  name  and  I  got  4,000  responses.  What  the  hell  have  you 
been  doing  for  the  last  15  years?" 

I  tell  them  I'm  one  of  the  people  who  started  Java.  Gen- 
erally, they've  heard  about  Java.  I  tell  them  it  enables  you  to 
do  some  very  interesting  things  on  the  Internet.  But  for  the 
most  part,  I  can't  really  explain  it  to  them. 

I  started  the  Java  project  at  Sun  Microsystems  on  Decem- 
ber 5, 1990.  It  was  my  life  in  '90,  '91,  '92,  '93,  '94.  One  hundred 
hours  a  week,  every  single  week.  When  the  project  started,  it 
was  just  me.  Then  with  a  small  number  of  people  wc  started 
from  scratch  to  build  a  new  way  to  write  software.  From  1990 
to  1992  we  wrote  code  like  animals.  By  the  fall  of  1993, 1  was 
essentially  marketing  Java  to  the  world  at  a  company  called 
First  Person,  which  is  a  subsidiary  of  Sun.  I  was  on  an  airplane 
for  most  of  1993. 1  went  to  Europe,  Japan,  and  all  of  the  states. 

I  left  Sun  in  October  1994.  Mostly  it  was  over  disagree- 
ments about  the  strategy  to  take  with  Java.  It  was  a  philo- 
sophical difference.  I  said  we  should  take  the  Internet  very, 
very  seriously.  We  should  take  all  of  this  software  that  we've 
just  written  and  this  technology  we  have  created  and  give  it 
away  free  in  source-code  form  on  the  Internet.  We  should 
write  a  Web  browser  in  this  language.  Give  it  away  and  make 
a  business  out  of  having  created  this  intellectual  property. 
That  was  my  business  plan,  but  there  was  no  revenue  in  it — 
which  was  completely  counterintuitive  to  somebody  who  has 
an  M.B.A.  Completely  an  enigma  to  Sun  CEO  Scott  McNealy, 
who  gives  nothing  away. 


Some  people  did,  of  course,  believe  in  my  strategy  because 
Sun  finally  executed  it.  But  I  left.  Of  course  I  had  lots  of  heart- 
to-heart  talks  with  myself  and  other  people  there.  But  my 
theory  was  there  was  just  no  way  they  were  actually  going 
to  listen  to  me.  Scott  had  given  most  of  the  operating  con- 
trol of  the  company  over  to  an  executive  team.  There  was  sort 
of  this  gang  of  six  or  seven  people  who  were  leaders  of  the 
company  who  all  had  different  agendas  and  different  visions. 
Nobody  was  telling  anybody  no.  That  drove  me  crazy. 

When  I  left  to  go  to  Starwave,  I  was  very  burned  out  by  the 
notion  of  selling.  I  wanted  to  go  to  the  other  side  of  the  table: 
"I'll  license  it  and  use  it  and  demonstrate  what  the  hell  I  built 
it  for."  Of  course,  I  had  regrets  about  leaving  Sun:  I  had  done 
all  this  work  and  was  not  going  to  get  any  of  the  glory.  But 
I'd  have  lots  and  lots  of  regrets  if  I'd  become  a  short-order  cook 
at  Denny's.  Given  that  I'm  the  president  of  a  company  that  has 
5  of  the  top  10  Internet  properties  on  the  planet,  it's  okay. 

I  didn't  expect  to  be  president  of  a  company  like  Starwave. 
I  expected  to  stay  more  technical.  But  managing  the  technol- 
ogy is  now  the  most  important  task.  Raising  money  isn't  a  prob- 
lem anymore.  Technology  is  all  that  matters.  As  president,  it's 
not  like  I  go  away  for  three  weeks  to  decide  some  strategy  and 
come  back  with  stone  tablets  and  deliver  them.  I'm  still  writ- 
ing source  code.  I'm  still  doing  hiring  and  firing  and  doing  the 
vision  thing  and  doing  the  review  thing  and  doing  budgets. 

I'm  glad  I'm  at  the  top  of  the  food  chain.  I  came  from  a 
poor  immigrant  family.  My  father  came  from  Ireland,  and  he 
basically  reproduced  Ireland  in  Rochester.  We  had  10  acres 
of  land  with  cows  and  ducks  and  pigs.  The  first  computer  I 
saw  was  in  high  school,  an  Apple  II,  and  eventually  I  got  one. 

My  parents  had  this  restaurant,  and  we  always  used  to 
go  through  this  huge  thing  on  New  Year's  Eve  because  there 
was  always  10  times  the  demand  than  on  a  normal  night.  My 
mother  would  go  crazy  trying  to  write  down  700  people's 
names.  So  I  managed  somehow  in  those  two  months  to  write 
this  application  for  the  computer  that  had  a  map  of  the  restau- 
rant and  all  the  tables.  It  would  let  you  drag  and  ►i60 
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What  do  kids  really  want? 
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Preschoolers  to  teens . . .  we've  got  their 
favorite  radio-control  vehicles,  action -packed 
games  and  imaginative  electronic  toys.  For 
our  store  near  you,  call  1-800 -THE -SHACK®. 


RadioShack» 

You've  got  questions. We've  got  answers 


VIEW     FROM 


CHARLES  WANG 


Turning  Point 


09 


Charles  Wang,  53,  is  chairman  and  CEO  oflslandia.  New  York- 
based,  $4  billiotj  Computer  Associates  International,  the  world's 
largest  supplier  of  business  software. 

PEOPLE  SOMETIMES  ASK  ME  why  I  restricted  email  at 
i  Computer  Associates  to  several  specific  hours  a  day. 
f  It  actually  happened  back  in  1989,  before  many  peo- 
ple were  even  conscious  there  was  email.  I  focused 
on  the  issue  when  CA  employees  began  asking  for 
a  mainframe  specifically  dedicated  to  email.  My  first 
response  was  to  ask  why,  all  of  a  sudden,  we  needed  to  dou- 
ble our  email  throughput. 

It  didn't  seem  logical,  and  I  started  to  look  at 
who  did  email  and  why.  Now,  you  would  have 
thought  that  the  heaviest  users  would  be  man- 
agers dealing  with  businesses  and  clients  over- 
seas. Instead,  it  turned  out  to  be  people  taking 
things  off  the  bulletin  boards  and  resending 
them  to  a  long  list  of  correspondents. 

In  fact,  the  more  I  looked  into  it,  the  more  of 
a  nightmare  I  saw  email  becoming.  We  already 
had  people  who  were  just  living  on  email  as  if 
there  were  no  other  way  to  communicate.  I  am 
talking  about  people  in  one  cubicle  asking  peo- 
ple in  the  next  cubicle  out  to  lunch.  I  had  to  ask 
why,  and  when  there  were  no  particularly  good 
reasons,  I  said,  "That's  it,  we  need  to  limit  the  use 
of  email." 

It  turned  out  that  you  really  couldn't  teach 
people  the  proper  use  of  email  in  a  relatively 
short  period  of  time.  I  felt  that  if  you  restricted 
it,  people  would  begin  to  use  email  in  a  smarter 
and  more  efficient  way.  And  that  they  would 
begin  to  do  other  things,  little  things  like  visit- 
ing clients,  writing  a  little  software,  things 
like  that. 

My  reaction  to  email  comes  down  to  the  way 
I  look  at  the  field  of  technology,  its  uses  and 
abuses.  At  the  most  basic  level,  I  believe  that  soft- 
ware development  is  a  creative,  artistic  under- 
taking rather  than  an  engineering  process.  When 
people  are  working  together  on  a  development 
project,  they  have  personal  interaction  rather 


than  thinking  they  can  get  things  done  by  email.  It  makes  for 
a  more  creative,  less  bureaucratic  process,  and  it  equals  bet- 
ter software.  You  don't  have  complicated  project  schedules, 
you  just  sit  down  face-to-face,  and  you  do  it. 

A  good  example  is  a  project  CA  was  doing  with  Fujitsu 
for  our  Jasmine  object-oriented  database.  The  project  was 
running  late.  Instead  of  sending  out  emails,  or  even  holding 
a  teleconference,  we  brought  all  of  the  people  responsible  for 
the  coding  together  at  CA  headquarters.  They  couldn't  go 
home  until  they  finished,  and  I  figured  that  sooner  or  later 
they  would  get  tired  of  Chinese  takeout.  ^160 
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VIEW     FROM 


KIM  POLFSF 


A  Tech  Dream 
Comes  True 


Push  advocate  Kim  Polese,  36,  left  Sun  Microsystems  in  late 
1995  to  form  Marimba,  a  company  whose  Castanet  technology 
is  recasting  "push"  technology. 

I  REALLY  LOVE  THIS  JOB.  It  is  more  than  I  could  have  hoped 
for,  in  terms  of  its  pure  fun  quotient  and  enjoyment. 
I'm  the  kind  of  person  who  likes  juggling  a  lot  of  differ- 
ent things  at  one  time  and  dealing  with  the  sort  of 
dynamic  environment  that  a  startup  situation  brings. 
I  always  wanted  to  be  in  a  small  company,  always 
wanted  to  be  an  entrepreneur.  That  was  like  a  dream  I'd  had 
since  I  was  a  kid.  1  wanted  to  run  a  business.  I  didn't  know 
what  kind  of  business  it  would  be,  but  I  always  thought  the 
idea  and  the  opportunity  would  materialize. 

I  grew  up  in  Berkeley,  and  I  actually  became  involved  in 
science  and  technology  pretty  early  on.  I  took  a  lot  of  science 
theory  and  I  went  up  to  the  Lawrence  Hall  of  Science,  which 
is  a  science  teaching  institute  in  the  Bay  Area,  and  taught  pro- 
gramming when  I  was  a  freshman  in  college.  I  love  science 
and  technology,  and  it  was  natural  to  imagine  that  at  some 
point  I  would  be  involved  in  a  technology  startup. 

Being  in  the  Bay  Area  helped  because  there's  an  expecta- 
tion that  opportunities  here  are  sort  of  endless,  the-sky-is- 
the-limit  kind  of  thing.  You  can  basically  build  something 
from  nothing,  create  a  company  with  some  great  ideas  and 
some  talent  and  management. 

By  the  end  of  my  time  at  Sun,  we  had  established  a  plat- 
form for  Java.  I  was  feeling  gratified  that  it  had  gone  so  well, 
but  I  felt  it  was  time  to  move  on.  The  idea  for  a  new  company 
started  hatching  in  my  head,  and  then  1  happened  to  have 
some  conversations  with  a  couple  of  engineers  on  the  Java 
development  team.  We  converged,  five  of  us  meeting  between 
Christmas  and  New  Year's  of  '95  every  day  for  eight  hours, 
and  discussed  the  company  at  a  cafe  in  Menlo  Park  called 
Cafe  Borrone. 

We  were  very,  very  excited.  We  were  trying  to  contain  our 


excitement  because  we  wanted  to  be  very  practical  and 
methodical,  to  make  sure  that  we  could  prove  to  ourselves 
that  there  was  a  business  and  a  market  opportunity  and  that 
we  could  get  financing.  This  was  not,  "Let's  just  go  start  a 
company,  and  we'll  figure  out  what  it  is  later."  This  was,  "Let's 
really  sketch  out  here  what  the  world  needs.  What  prod- 
ucts are  missing.  What  the  growth  potential  of  the  market 
is.  How  we  would  go  about  getting  the  financing." 

By  the  end  of  January  1996,  we  left  Sun  to  set  up 
Marimba.  Our  first  office  was  in  the  storage  room  of  a 
defunct  stationery  store  in  Palo  Alto,  which  we  paid  about 
$2,000  a  month  for. 

Initially,  we  decided  not  to  accept  any  kind  of  financial 
interest  that  wasn't  our  own.  Sure,  we  needed  money.  But 
we  really  wanted  to  be  able  to  focus.  We  all  felt  that  if  you 
instantly  have  $5  million  in  the  bank,  you  can  get  pretty  lazy. 
It's  de-focusing.  None  of  us  are  rich,  and  so  we  conserved. 
We  each  kicked  in  $15,000  of  our  own  money  to  fund  the 
rent,  software,  and  hardware  and  stuff. 

But  one  of  the  reasons  I  wanted  to  start  the  company 
was  to  be  exposed  to  the  investment  community,  the 
venture  capital  world.  To  understand  how  financing  worked 
and  how  deals  get  done,  how  business  plans  get  executed, 
and  how  companies  get  hatched.  I  wanted  to  learn  about 
every  aspect  of  starting  a  company,  especially  venture 
capital,  which  I  found  to  be  fascinating  but  mystifying.  So, 
after  about  five  months,  we  started  talking  with  venture 
capitalists. 

We  had  a  nice,  polished,  powerful  presentation — all  the 
stuff  that  you  normally  would  have  to  pitch  to  a  venture  firm. 
But  the  difference  was  that  most  of  the  venture  capitalists 
were  pitching  us.  They  were  impressed  with  us  and  would  go 
through  their  presentations  without  realizing  that  we  hadn't 
talked  to  them  about  the  product.  None  of  them  did.  They 
didn't  know  what  we  were  up  to. 

We  chose  Kleiner  Perkins  as  our  venture  capital  ^160 
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How  do  you  make  sure  the  Interneris  your  company's  path  to  the  future  instead  of  a  quick  tri 
iklge  solutions,  blazingly  fast  Web  servers,  AltaVista "  tools  and  knowledgeable  Internet  experts  thi 


k 


digi  ta'r 


iliere?  Simple.  Go  with  us.  No  one— not  IBM,  not  Compaq,  not  HP— has  the  combination  of  leading 
-ind  us  at  www.digital.com/navigate,  or  call  1-800-DIGITAL.  And  get  ready  to  win  in  a  networked  world. 
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SCOTT  McNEALY 


The  Killer  Add 


Brash,  outspoken  CEO  Scott  McNealy,  43,  takes  delight  in 
dropping  verbal  blockbusters.  He  has  guided  Sun  Microsystems 
through  its  successful  15-year  history. 

WHEN  THE  ANTHROPOLOGISTS  and  the  archaeol- 
ogists get  their  shovels  and  their  vacuum  clean- 
ers, their  brooms  and  picks,  and  they  uncover 
the  1980s  and  the  1990s,  they  v^ill  notice  a  huge 
productivity  decline.  They  are  going  to  blame 
Microsoft  Office  and  Windows. 
We  banned  PowerPoint  from  Sun  18  months  ago.  The 
stock  prices  tripled.  And  about  three  years  ago, 
Japan  had  this  unbelievable  economy  going,  and 
then  they  started  deploying  PCs  everywhere.  The 
economy  nose-dived.  I  can't  promise  you  this, 
but  if  General  Motors  could  eliminate  Microsoft 
Office  now,  they  could  ship  the  1999  cars  next 
year  at  half  price.  I  honestly  believe  that  they 
could  shoot  Microsoft  Office  and  all  the  other 
personal  computer  productivity  suites. 

It  is  so  clear  how  many  person-centuries  are 
tied  up  futzing  with  our  computers  and  creating 
documents  where  a  little  ASCII  email  would  have 
been  just  right.  I  was  home  six  days  last  month. 
On  the  road,  I  read  most  of  my  email  not  from 
a  Java  station  but  through  my  hotel  switchboard. 
If  you  sent  me  an  attachment,  a  PostScript  doc- 
ument, a  Word  document,  a  frame  or  interleaf 
document  or  whatever,  I  didn't  read  it.  That's 
all  there  was  to  it.  If  you  want  to  take  time  out 
of  the  cycle,  do  it  on  ASCII. 

I'll  tell  you  that  if  we  had  ASCII  and  HTML 
and  Java  readers  on  everybody's  desk  instead 
of  Windows  and  Macintosh  computers  and  for- 
bade anyone  to  create  an  attachment  and  forbade 
anyone  to  use  any  more  than  backspace,  cut, 
delete,  paste,  or  print,  we'd  all  have  time  to  know 
our  children. 

I  think  the  problem  is  that  the  CEO  gave  you 
a  10-speed  bicycle  and  told  you,  "Here's  your  new 
productivity  tool."  If  you  give  somebody  a  word 
processor  with  4,000  features,  the  implicit 
instruction  is:  "This  is  a  tool.  I  bought  it  for  you. 


You  work  for  me.  You  go  learn  it  and  learn  as  much  of  those 
4,000  features  as  you  possibly  can  because  we  don't  want  all 
that  money  we  spent  to  go  to  waste." 

That's  the  implicit  instruction  that  we  give  all  our  employ- 
ees when  we  put  Microsoft  Office  on  their  desktops.  The  prob- 
lem is  that  what  I  just  said  is  considered  a  very  controversial 
statement.  In  fact,  it  gets  me  in  a  lot  of  trouble  with  a  lot  of 
CEOs  and  CIOs  because  a  lot  of  people  actually  get  a  lot  of 
personal  satisfaction  out  of  knowing  more  of  those  4,000  fea- 
tures and  connectors.  That  goes  right  up  to  the  top  of  the  man- 
agement ladder.  There  are  all  these  CEOs  and  CIOs  who  ^162 
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Industry  standard-640x480  pixels 


New  Kodak  DC210-1152x864  pixels 


Presenting  the  easiest  way  to 

improve  your  Image  at  the  office 


STRESS 

MANAGEMENT 


1.  The  New  DC210  Zoom  Camera 

Use  It  right  nut  of  the  box. 
One  touch  downloading  too. 


2.  Picture  Easy  2.0 

software  is  included.  There's  no 
simpler  way  to  manage  images. 


TURN  THAT  FROWN 
UPSIDE-DOWN© 


3.  Print  your  document. 

For  sharper  output,  use  any  inkjet 
printer  and  KODAK  Inkjet  paper 


HE  NEW  KODAK  DIGITAL  SCIENCE  HZDQ  ZOOM  CAMERA.  INCREDIBLE  PICTURES.  INCREDIBLY  AFFORDABLE. 


verything  looks  better  with  the  affordable  DC210.  This  remarkable  camera  captures  a  million  pixels  per  picture, 
hich  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7"  photo.  And  with  our  Kodak  Digital 
c/e/)ce  Picture  Easy  Software  2.0.  cropping,  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about 
900U.S.  Find  out  more  about  our  full  line  of  digital  products  at  1-800-KODAK-22  or  www.kodak.com/go/dc210a 


Kodak  ck 

digital  science^K^ 

Take  Pictures.  Further' 
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MICHAEL  MQRITZ 


The  Curse  of 
the  Unexpected 


Michael  Moritz,  43,  venture  capitalist,  is  a  partner  at  Sequoia 
Capital  in  Menlo  Park,  California.  Before  joining  Sequoia  in 
1986,  he  was  a  correspondent  for  Time  magazine. 

I  GREW  UP  IN  Wales.  It's  difficult  to  imagine  a  place  more 
removed  from  Silicon  Valley  and  informa- 
tion technology  than  South  Wales.  Access  to 
technology  there  seemed  as  remote  as  access 
to  the  back  side  of  Mars.  My  first  step  was  to 
come  to  America.  After  that  it  was  like  a 
homing  instinct.  I  was  attracted  to  the  West 
Coast  and  gravitated  there.  I  came  upon  Sili- 
con Valley  almost  by  accident. 

I  was  working  for  Time  at  its  San  Francisco 
bureau  in  the  early  1980s.  That  was  right  near 
the  time  when  the  first  personal  computer  was 
introduced,  so  there  were  lots  of  stories  being 
done  on  Silicon  Valley  companies.  Before  then 
I  didn't  really  know  what  a  venture  capitalist  was. 
I  hadn't  heard  the  term.  But  I  began  to  run  into 
venture  capitalists  and  started  to  understand 
what  they  did. 

Of  course,  I  had  no  idea  how  big  this  would 
all  become.  I  remember  talking  to  Steve  Jobs  in 
the  early  days  of  Apple.  Apple  was  probably  a 
$300  million  to  $400  million  company,  and  Jobs 
said  he  didn't  see  any  reason  why  Apple  couldn't 
be  a  $10  billion  company.  I  thought  he  was 
smoking  some  strange  form  of  weed. 

We  don't  even  use  technology  very  much  in 
our  business.  We  rarely  use  anything  more  com- 
plicated than  the  back  of  an  envelope  to  make  a 
calculation.  The  computer  has  become  more  of  a 
communication  tool  than  a  computing  tool.  Los- 
ing it  would  be  like  losing  the  phone.  Business 
is  judging  and  thinking,  and  reacting  to  people. 
It  was  the  same  before  computers  came  along. 


Every  now  and  then,  we're  reminded  that  some  technol- 
ogy just  isn't  needed.  On  a  few  occasions  we've  invested  in 
companies  because  they  made  some  sort  of  technological  gad- 
gets or  gizmos  that  we  thought  we  would  like  to  own  and  buy, 
either  at  the  office  or  at  home — and  they've  been  ^162 
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Siebel  Systems  isthkoi 


ilobal  market  lkader  in 
sai.es,  marketin<;,  aivi>  c'itstomi.k  service  iivkormation  systems. 
We  do  whatever  it  takes  to  MAKE  OUR  CUSTOMERS  STICCESSFUL/ 


We've  become  the  world's  leading  provider  of  sales,  marketing,  and  customer  service  systems  because  we  are 
committed  to  100%  customer  satisfaction.   In  fact,  Siebel  Systems  has  become  the  fastest  growing  application 
software  company  in  history  because  oui  customers  trust  us  to  make  them  successful.    As  we  expand  our 
relationships  and  global  presence,  one  principle  will  endure:  we  are  here  to  serve  our  customers.   We  will 
continue  to  do  whatever  it  takes  to  assure  our  customers  are  100%  successful,  100%  satisfied.   To  find  out  how 
we  can  make  your  organization  more  successful,  call  1-800-720-3115,  ext.  9122  or  visit  us  at  www.siebel.com. 


Sales  *  Marketing  •  Customer  Service 


©1997  Siebel  Systems   Incorporated.    Siebel  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdictions. 
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The  Defeat  of 
the  Elite 


Banker  Walter  Wriston,  78,  retired  CEO  of  Citicorp  and 
Citibank,  served  as  chairman  of  former  President  Ronald 
Reagan's  Economic  Policy  Advisory  Board.  Wriston  has  written 
two  books:  Risk  and  Other  Four-Letter  Words  and  The 
TwiHght  of  Sovereignty. 

ANYTHING  THAT  GETS  information  to  peo- 

M^  pie  is  threatening  to  existing  power 
M^^  structures.  I  was  talking  to  Peter 
MmJ^  Drucker  about  the  fact  that  no  one 
m  ^^  has  figured  out  a  way  to  categorize 
V  ^  things  on  the  Internet.  He  told  me 
about  a  Czech  monk  in  the  15th  century  who 
invented  alphabetization.  Before  that,  books  were 
arranged  wherever  the  monks  wanted  to  put 
them,  so  nobody  else  could  find  them.  Then  this 
guy  had  a  brilliant  idea  to  go  a-b-c.  It  revolu- 
tionized the  organization  of  information.  He 
broke  the  monopoly  of  the  monks.  And  you 
know  what  happened  to  him?  He  got  excom- 
municated for  his  trouble. 

Whenever  there  is  a  shift  in  how  wealth  is  cre- 
ated, the  old  elites  give  up  their  position  and  a 
new  group  of  people  arise  and  control  society. 
We're  in  the  middle  of  that  right  now. 

Years  ago,  at  the  bank,  we  had  a  company  in 
Boston  working  on  voice-answerback.  You'd  call 
and  say  your  account  number,  and  the  voice 
would  say  you're  overdrawn  by  $300  or  whatever. 
We  bought  this  busted  company,  called  Scant- 
lin  Electronics,  from  Jack  Scantlin,  and  he  said, 
"You're  doing  it  all  wrong." 

I  asked  why,  and  he  said  analog  technology 
was  yesterday's  news;  tomorrow's  was  going  to 
be  digital.  Then  he  asked  me  what  people  want 
to  know  from  their  bank,  and  I  told  him  they 


want  to  know  how  much  money  they  have  in  their  account. 
And  he  said,  "I'll  be  back  in  90  days  with  a  device  that  will 
tell  them  that."  I  said,  "Sure,  right,  bye-bye." 

But  he  came  back  with  a  terminal  and  a  card,  and  ^162 
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The  01%  thing  more 
sophisticated  than  our  network. 

NETCOM  is  one  of  the  most  secure,  sophisticated  and  reliable  private  Internet  networks  in  America.  A  network  that  has  expanded 

and  grown  along  with  our  over  half  a  million  customers  and  businesses.  25  million  E-mail  messages  a  month.  23  million  logins. 

3  billion  click-throughs  to  the  web  sites  we  host.  A  network  built  with  leading-edge  technology  and  world-renowned  partners 

like  Cisco.  Our  network  backbone  consists  of  diverse  trunks  interconnecting  its  hubs  in  a  highly  meshed  topology  with  Internet 

access  at  six  major  network  access  points  to  give  you  among  the  fastest,  most  reliable  access  to  web  sites  and  services 

throughout  America  and  the  world.  And  vice-versa.  Find  out  how  we  can  put  the  Net  to  work  for  you. 

Cain  800  NETCOM  1 


W     E 


PUT 


THE 


NET 


T     O 


WORK 


FOR 


YOU 


Hetcom 


"SOMEDAY,  I'LL  BE  ABLE 
TO  MANAGE  ALL  YOUR  PC 
RIGHT  FROM  MY  OFFICE." 


"SOMEDAY,  A  COMPUTER  WILL  HAVE 
TOMORROW'S  TECHNOLOGY,  TODAY." 


U 


SOMEDAY,  A  COMPUTER  WILL  BE 
A  FORMIDABLE  INVESTMENT." 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


Someday.  Though  you've  heard  about  it  all         the  latest  innovations  for  superior  manageability, 


your  life,  it  always  seemed  a  long  way  off.  But 
that's  all  changed  now.  With  our  new  Equium'" 


line  you  can  manage  your  business  like  never 


Intel's  family  of  processors  and  an  overall  rich 


feature  set —  making  the  Equium  a  formidable 


investment.  We  believe  it's  everything  you  need  to 


before.  For  years  Toshiba  has  been  the  world's  do  business  in  an  ever-changing  climate.  In  fact, 

leader  in  portable  technology.  And  you've  come  Toshiba  spends  over  $3  billion  a  year  in  research 

to  expect  nothing  less.  So  when  we  developed  and  development.  Not  just  to  bring  you  products 


a  new  line  of  business  systems,  we  put  in  the 


today,  but  to  develop  the  tools 


same  ingenuity,  quality  and  design  you've  come        a  new  generation  will  use  to 

to  depend  on  from  our  portables.  Incorporating  create  their  own  somedays.  P?r!VH'71"'Jl 


L 
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In  Touch  with  Tomorrow 

TOSHIBA 


t 


TO  GET  YOUR  HANDS  ON  AN  EQUIUM  NOW,  CALL  1-800-457-7777 OR  VISIT  OUR  WEB  SITE  AT  HnP://CONIPUTERS.TOSHIBA.COM 

©1997  Toshiba  America  Information  Systems.  Inc.  Equium  is  a  trademark  of  Toshiba  America  Information  Systems.  Inc 
Intel  Inside  and  Pentium  Processor  Logos  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corporation 


Dnrf-T  ^4i  ■^  revision  of  the  plans. 
UOl  VL  I'm  from  Wisconsin,  and 
I  got  a  computer  science  degree  from 
the  University  of  Wisconsin.  I  was  a  real 
nerd.  I  love,  love,  love,  love  math.  Back  in 
the  late  '60s,  math  meant  being  a  teacher 
if  you  v^ere  a  woman.  I  wasn't  interested 
in  teaching.  Then  I  took  my  first  com- 
puter course.  It  was  crazy.  It  was  like  math, 
only  more  fun.  I  switched  to  computer 
science.  My  roommates  thought  I  was 
nuts.  There  were  only  two  women  in 
the  department. 

I  went  to  First  Bank  System  in  Saint 
Paul,  where  I  sold  computerized  banking 
services  to  small  banks  when  computers 
were  just  starting  to  be  used  in  that  busi- 
ness. Then  I  went  to  3M  as  a  systems  ana- 
lyst. I  went  to  Digital  Equipment  and  then 
to  Sun  Microsystems.  There  were  100  peo- 
ple at  Sun.  We  had  $9  million  in  revenue. 
WTien  I  left,  we  had  about  $3.5  billion.  But 
after  10  years  I  got  a  little  burned  out  on 
the  hardware  world's  mine's-bigger-than- 
yours  race.  I  thought  software  was  the 
place  to  be.  I  loved  Autodesk  because  it 
was  a  company  that  provided  software  to 
solve  very  interesting  problems. 

I  don't  have  the  male-dominant  gene 
that  says  you  have  to  run  something  some- 
day, but  I  did  like  the  concept  of  putting  an 
imprint  on  a  company.  When  this  job  was 
offered  to  me,  I  thought  I  should  try  it. 
Autodesk  had  a  fabulous  franchise.  It  cre- 
ated a  market.  The  country's  infrastructure 
has  to  be  maintained,  and  whether  that's 
making  sure  all  of  our  bridges  are  working, 
earthquake-proofing  a  structure,  or  remod- 
eling a  kitchen,  design  is  central.  We're  right 
in  the  middle  of  the  action. 

In  the  country's  biggest  companies, 
there  aren't  many  women  CEOs.  But  more 
are  coming  up.  Some  are  starting  their 
own  companies.  It's  better  to  be  a  woman 
in  technology  than  in  other  industries,  but 
there  definitely  still  is  a  gap  or  a  glass  ceil- 
ing. It's  there  in  a  lot  of  subtle  and  some 
not-so-subtle  ways.  It  starts  with  venture 
funding.  It's  present  in  the  fact  that  there 
are  not  that  many  women  technologists. 
It  goes  back  to  the  fact  that  young  girls 
still  aren't  encouraged  in  the  math  and 
science  arena.  It  goes  to  the  fact  that  white 
males  are  still  more  comfortable  with 
white  males. 

When  I'm  with  a  group  of  high  tech 
execs,  I  don't  feel  anything  strange.  But 


when  I'm  in  a  group  of  executives  from 
other  industries,  they  assume  I  must  be 
somebody's  wife.  I  will  go  to  a  meeting  of 
100  executives  from  throughout  the  coun- 
try, and  though  there  are  only  100  peo- 
ple in  the  room,  it  is  still  assumed  that  I 
am  there  for  some  other  reason.  They 
assume  that  there  must  be  99  executives 
and  that  person  in  a  skirt.  I  was  in  Wash- 
ington, D.C.,  with  Bill  Gates  and  Andy 
Grove  and  some  other  executives  last  June 
for  a  meeting  with  some  senators.  It  was 
high-tech-CEOs-come-to-town,  and  a  sen- 
ator turned  to  me  and  asked,  "So  how  are 
we  going  to  start  the  meeting?"  He  thought 
I  must  be  the  moderator. 

It's  annoying.  I  don't  have  time  to 
change  these  guys,  but  when  it's  ridiculous 
I  call  them  on  it.  What  I  do  have  time  to 
do  is  try  to  change  the  environment  so 
that  my  daughter  has  a  place.  ■ 


Naught 


^-.  145  M  drop  the  tables 
V/ll  around.  It  had  a  reser- 
vation system  and  all  that  stuff.  It  worked 
perfectly. 

WTien  I  go  home  to  Rochester  now,  my 
mother  talks  incessantly  about  me  and  my 
success.  If  I  do  x,  my  mother  tells  all  of 
her  friends  lOx.  One  time  when  I  came 
back,  her  friends  thought  I  was  on  the 
board  of  directors  of  Sun. 

My  father  has  never  been  one  to  com- 
pliment anyone  to  their  face.  It  reminds  me 
of  the  time  he  signed  my  fourth-grade 
report  card.  I  got  straight  As  entirely 
through  Catholic  school.  Once,  I  got  this 
report  card  and  it  had  all  these  As,  but  it 
had  an  A-  in  religion  or  handwriting  or 
something  minor.  My  mother  always  signed 
the  report  card  like  a  rubber  stamp.  WTien 
my  father  signed  it,  he  made  a  few  com- 
ments to  the  teacher.  He  said,  "I  think 
Patrick  can  do  better" — which  is  just  a  clas- 
sic line  from  dear  old  dad.  ■ 

\A/nnrr  ^^^^  ^^^  Jasmine  pro- 
YV(jll(«  grammers  worked  for  three 
weeks  straight  and  accomplished  more 
than  they  did  in  the  previous  six  months. 
When  I  was  a  programmer,  I  loved  to 
work  that  way.  I  would  get  lost  in  the 
process,  stay  up  all  night,  get  an  hour's 
sleep  or  just  take  a  shower  and  go  back 
to  work. 

Something  else  I  discovered  along  the 
way  is  that  you  have  to  know  when  to  put 


the  brakes  on  technology  or  it  will  jus^ 
begin  to  run,  and  possibly  ruin,  your  life.l 
This  is  a  point  I  think  that  is  particularly 
important  when  it  comes  to  kids.  If  you  let',! 
children  have  unrestricted  access  to  per- 
sonal computers,  they  end  up  in  the  samej 
trap,  becoming  totally  seduced  by  th< 
excitement  of  the  digital  world. 

With  the  current  mania  about  the  I 
Internet,  it  is  a  problem  that  has  become! 
even  more  acute.  It  is  a  conclusion  that  is 
hammered  home  to  me  each  time  I  visit 
Computer  Associates  Child  Development 
Center.  It's  rewarding  and  important,  I 
think,  to  have  children  close  to  their  par- 
ents during  the  workday.  And  it  is  part  of  j 
what  I  hope  is  a  larger  vision  about  the ' 
interrelationship  between  life  and  work. 
Wlien  I  visit  the  center,  I  sometimes  watch 
the  children  playing.  And  do  you  know 
what  their  favorite  toy  is  starting  as  early 
as  age  2?  It's  the  computer. 

Children  learn  very  quickly  that  if 
they  press  the  right  keys,  something  won- 
derful will  happen.  The  good  news  is 
that  computers  make  learning  fun.  The 
bad  news  is  how  quickly  children  become 
mesmerized. 

I  sometimes  fantasize  about  what 
the  human  race  would  look  like  if  we 
ended  up  spending  the  next  couple  of 
generations  surfing  the  Net.  If  we're  not 
careful,  we  could  wind  up  as  a  race  of 
mutants  evolved  for  the  500-channel 
world.  You  can  imagine  The  Attack  of  the 
Net  People,  a  race  with  atrophied  arms 
and  legs,  huge  fingers,  and  bulging  eyes. 
Maybe  I've  seen  the  bar  scene  from  Star 
Wars  too  many  times.  But  the  point  is 
this:  We've  got  to  teach  our  children  to 
have  a  balanced  view  about  the  use  and 
abuse  of  computers.  ■ 

f\l  149M  firm  because  we  were 

I  U I C  b  V  impressed  with  the  breadth 
of  strategic  relationships  and  partnerships 
Kleiner  had  in  the  industry.  It  was  im- 
portant because  we  were  building  a 
product  that  really  required  having  strate- 
gic relationships  with  big  companies. 
You  know,  Marimba  is  not  just  a  little 
disk  backup  system  or  something.  This 
is  about  application  management  and  dis- 
tributing software  content  across  net- 
works. And  I  wanted  a  venture  capital 
firm  that  could  help  us  make  those 
connections.  ■ 
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•  DIGITAL  WIRELESS  COMMUNICATIONS  • 

QUALCOMM  INCORPORATED  A  world  leader  In 
'nitifte  design  and  manufacture  of  digital,  cellular  and 
ireless  phones  based  on  their  CDMA 
ichnology. 
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RICOH  CORPORATION  #1  maker  of  digital  copiers 
I  America.  Full  line  of  digital  office  products. 

•  SATELLITE  COMMUNICATIONS  * 

COMSAT  WORLD  SYSTEMS  Providing  telephony, 
ata  Internet  and  video/audio  communications  ser- 
ice  between  the  U.S.  and  the  world  via  the  INTELSAT 
lobal  satellite  network. 


*  LAPTOPS/PORTABLES  • 

COMPUTER  DISCOUNT  WAREHOUSE  A  leading 
hail-order  reseller  of  name  brand  hardware,  periph- 
sral  and  software  products  offering  more  than 
JP.OOO  items  -  all  at  discount  prices. 

•  PRINTERS  ♦ 

MINOLTA  PERIPHERAL  PRODUCTS  Proudly  intro- 
liucing  PageWorks,  a  revolutionary  line  of  laser 
irinters  for  business.  For  over  ten  years  Minolta  has 
leen  one  of  the  world's  largest  manufacturers  of 
aser  printer  engines.  That  field-proven  reliability 
illows  us  to  offer  laser  printers  of  unparalleled  qual- 
ty  and  value.  For  more  information  visit  our  web  site 
itwww.minoltaprinters.com  or  call  1-888-2MINOLTA. 
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I.  KELLY  SERVICES,  INC.  www.kellyservices.com 

«  COMPUTER  OUTSOURCING  &  • 
SYSTEMS  INTEGRATION 

3.  PKS  INFORMATION  SERVICES,  INC. 

internationally,  PKS  provides  full-service  Computer 
Outsourcing,  Systems  Integration  and  Enterprise 
Internet  services.  PKS  is  an  acknowledged  service 
leader  with  a  record  of  providing  high-quality,  cus- 
tom-tailored solutions. 

•  CONSULTANTS  • 

9.  BOM  INTERNATIONAL,  INC.  (Nasdaq:BDMI) 
Providing  information  technology  systems  and  solu- 
tions, from  mainframe  migration  to  intranet  integra- 
tion, to  government  and  the  private  sector  world- 
wide. 

•  ON-LINE  SERVICES* 

10.  CHARLES  SCHWAB  &  CO.,  INC.  Electronic 
Offerings.  1-800-540-6793. 

♦  TECHNOLOGY  COMMERCIALIZATION  • 

II.  NATIONAL  TECHNOLOGY  TRANSFER  CENTER 

NTTC  represents  the  world's  largest  collection 
of  U.S.  federally-funded  technology,  representing 
$70  billion  annually  in  R&D  and  100,000  researchers.  It's 
the  fastest  way  to  the  right  solution. 
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♦  CLIENT/SERVER* 

12.  SAP  AMERICA,  INC.  A  market  and  technology 
leader  in  client/server  software,  provides  compre- 
hensive solutions  for  companies  of  all  sizes.  SAP 
products  empower  people  to  respond  quickly  to 
dynamic  market  conditions,  helping  businesses 
maintain  a  competitive  advantage. 

♦  EDA  SOFTWARE  • 

13.  CADENCE  DESIGN  SYSTEMS,  INC.  Providing 
comprehensive  services  and  technology  for  the 
product  development  requirements  of  the  world's 
leading  electronics  companies. 

•  ENTERPRISE  BUSINESS  APPLICATIONS  • 

14.  PEOPLESOFT  Develops,  markets,  and  supports 
a  complete  suite  of  business  applications  — 
PeopleSoft  Financials,  PeopleSoft  Distribution, 
PeopleSoft  Manufacturing,  and  PeopleSoft  HRMS  — 
for  enterprise-wide  information  management. 
1-800-947-7753. 

•  MANUFACTURING  BUSINESS  SOFTWARE  • 

15.  QAD  INC.  MFG/PRO,  QAD's  full-function,  open 
architected  Enterprise  Resource  Planning  (ERP)  and 
Supply  Chain  solutions  enable  manufacturers  every- 
where to  retain  customers,  improve  margins,  and 
secure  new  markets. 

•  NETWORKING  • 

16.  NEC  AMERICA,  CORPORATE  NETWORKS  GROUP 

A  premiere  developer  and  manufacturer  of  powerful 
and  versatile  business  communication  platforms, 
that  bring  multiple  media  breakthrough  productivity  to 
today's  technology-driven  enterprises. 

•  SYSTEMS  MANAGEMENT* 

17.  TIVOLI  A  leading  provider  of  systems  and  net- 
work management  software  for  companies  around 
the  world. 


18.  SIEMENS  MICROELECTRONICS  A  new  name  and 
a  new  way  of  doing  business.  We  have  the  complete 
solution  for  your  application  needs.  For  more  informa- 
tion visit  www.smi.siemens.com  or  call  800-777-4363. 

19.  SYMBOL  TECHNOLOGIES 

•  CONSUMER  ELECTRONICS* 

20.  OLYMPUS  Call  1-800-622-6372  for  more 
information  or  visit  us  at  www.olympus.com. 

•  ECONOMIC  DEVELOPMENT* 

21.  FAIRFAX  COUNTY  ECONOMIC  DEVELOPMENT 
AUTHORITY  Plug  into  the  advantages  of  locating 
your  business  in  Fairfax  County,  Virginia.  Home 

of  The  internet  and  The  1998  World  Congress  on 
Information  Technology. 

♦  EXECUTIVE  GIFTS  * 

22.  CARIBBEAN  TRADERS  The  adventures  of  the 
legendary  Jeremiah  J.  Jefferson  III  come  to  life  in 
unique  merchandise  and  apparel,  exclusively  from 
Caribbean  Traders.  For  a  free  catalog  -  and  the  fur- 
ther adventures  of  "J3"  -  call  toll-free  800-322-2319. 

♦  INSURANCE/FINANCIAL  • 

23.  E*TRADE  SECURITIES,  INC.  Take  charge  of  your 
investments  with  one  of  the  leading  online  brokerages. 
Get  valuable  news,  price  charts  and  company 
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research  free  -  24  hours  a  day.  Plus,  trade  for  as 
little  as  S14.95  per  listed  market  order.  Visit  our  Web 
site  and  get  empowered  with  E*TRADE  today! 
Phone  800-STOCKS-3  or  visit  www.etrade.com. 

24.  ROBERTSON,  STEPHENS  &  COMPANY  An  inter- 
national investment  banking  and  investment  man- 
agement firm  specializing  in  growth  companies  with- 
in the  technology,  health  care,  retailing/  consumer 
products,  and  real  estate  industries. 

25.  ROYAL  INSURANCE  USA  Combines  a  local  touch 
with  a  global  reach  providing  commercial  property 
and  casualty,  personal  lines  and  specialty  coverages. 
A  member  of  the  worldwide  Royal  &  SunAlliance 
Insurance  Group  pic.  Royal  offers  international 
coverages  in  more  than  105  countries. 

•  INTERNET  • 

26.  PANDESIC  LLC  The  Internet  company  from  Intel 
and  SAP  the  focused  entirely  on  e-business:  a  full- 
featured,  low-cost,  turnkey  approach  to  conducting 
commerce  on  the  Internet.  Call  888-349-EBIZ  exL  3249. 

•  NEWSSERVICES* 

27.  MERCURY  CENTER  (www.mercurycenter.com) 
Silicon  Valley's  online  news  source,  including 
the  full  text  of  the  Pulitzer  Prize-winning  San  Jose 
Mercury  News,  updated  continuously  through  the  day. 

•  SATELLITE  NAVIGATIONAL  SERVICE  • 

28.  ON-STAR  A  remarkable  new  service  that  makes 
you  feel  safer  and  more  secure  on  the  road.  Our 
advisers  are  always  available  to  consult,  guide,  and 
send  help  whenever  and  wherever  you  need  us. 

•  TAPE  STORAGE/BACK-UP  • 

29.  EXABYTE  CORPORATION  Our  tape  drives  and 
libraries  range  in  capacity  from  1.3  gigabytes 

to  3.2  terabytes.  Exabyte  product  sales,  support 
and  service  are  available  internationally.  Phone 
800-EXABYTE  or  (303)  442-4333. 

•  TELECOMMUNICATIONS  • 

30.  TCG  -  TELEPORT  COMMUNICATIONS  GROUP 

Providing  advanced  fiber  optic  networks  for  the 
transmission  of  voice,  data  and  image  communica- 
tions. TCG  currently  operates  networks  in  57  major 
markets  and  more  than  250  communities  nationwide. 

•  TELEVISION  • 

31.  HITACHI  AMERICA,  LTD.  Hitachi  UltraVision. 

•  TRAVEL  • 

32.  ALAMO  RENT  A  CAR  The  Alamo  Small  Benefits 
Program  offers  the  best  value  going  for  growing 
companies.  With  enrollment,  corporate  customers 
receive  FREE  Quicksilver  service.  True  Blue  rewards. 
Frequent  Flyer  rewards,  and  much  more. 

•  UNINTERRUPTIBLE  POWER  SUPPLIES  • 

33.  AMERICAN  POWER  CONVERSION  (APC)  A  leading 
manufacturer  of  uninterruptible  power  supplies  and 
surge  protection  products  for  personal,  professional, 
and  network  applications.  APC  offers  products 
featuring  hot  swappable  user  replaceable  batteries, 
software,  SNMP  accessories  and  data  line  protection. 
For  a  free  60-page  catalog,  circle  reader  service  #33 
or  call  888-289-APCCext.  8108. 

»  WEB  SITE  MANAGEMENET* 
INTERNET  PROVIDER 

34.  DIGEX,  INCORPORATED  A  tier-one  national  inter- 
net carrier.  DIGEX  has  the  largest  dedicated  server 
facility  in  the  world,  providing  web  site  management 
to  companies  with  mission  critical  applications. 


MrNpalv  ^52^  are  just  tickled 
IVI  vl  1  wOl  Y  pink  at  how  much  they 
can  handle  Office  and  Windows. 

Now,  at  the  same  time,  I  will  tell  you 
that  if  I  can't  read  my  ASCII  email,  I  feel 
out  of  it.  I  will  tell  you  if  I  don't  have  my 
Motorola  Starl'AC,  I  feel  out  of  it.  1  actu- 
ally left  my  StarTAC  on  a  bus  yesterday, 
and  I  was  without  it  until  this  morning.  I 
felt  like  I'd  lost  my  wallet. 

I  think  email  is  the  killer  app  on  the 
planet.  If  people's  phones  go  down  inside 
of  Sun,  they  keep  working.  If  their  work- 
stations go  down,  they  go  home.  That's 
how  they  get  their  work  done.  Twenty 
thousand  employees  get  5  million  emails 
a  day.  It's  built  into  the  fabric  of  all  of 
our  applications. 

I'm  actually  unhappy  with  the  fact  that 
other  companies  are  getting  wise  to  email. 
Over  our  15 -year  run  at  Sun,  it's  been  our 
little  secret  weapon.  With  email  there's  a 
little  bit  of  anonymity,  which  I  think  is 
good  because  power  can  intimidate.  Peo- 
ple are  more  comfortable  sending  me 
email  because  they  know  they  haven't 
interrupted  my  day.  They  know  I  can 
speed-read  it,  and  they  don't  have  to  go 
walk  somewhere  and  invest  the  time  to  go 
do  it.  I  get  a  lot  more  information  and  get 
a  lot  more  ideas. 

The  beauty  of  email  is  that  it's  on 
demand.  It's  an  asynchronous  conversa- 
tion. Email  is  way  better  because  people 
can  do  it  when  they  want  to.  If  I  have  a 
phone  call  or  an  interview  to  do,  I  have  to 
do  it  at  a  certain  time.  That's  much  more 
constraining. 

If  somebody  sends  an  email,  they  can 
get  at  me.  I  try  to  stay  never  more  than  an 
hour  or  two  behind  on  email  if  I  can 
because  that  takes  cycle  time  out  of  every- 
thing. I've  got  a  Java  word  processor  from 
Apple.  I've  got  backspace,  cut,  delete,  paste, 
and  print. 

I  do  email  as  just  a  day-to-day  thing. 
I  communicate  with  Barksdale  and  Ellison 
and  Gerstner  and  other  folks  on  a  regular 
basis  by  email.  That's  how  we  do  it.  We 
all  know  we're  not  around.  I  can't  ever  call 
anybody  and  get  them.  They're  like  me. 
We're  never  near  a  phone.  The  phone  and 
voice  mail  are  for  my  secretary  because 
she  knows  where  the  phone  is. 

I've  never  been  more  regularly  disap- 
pointed than  I  am  with  voice  mail.  I  have 
to  make  the  full  investment  into  voice 


mail.  I  can't  speed-listen  to  it.  There  is 
no  structure  to  how  people  talk  because 
there  is  no  filter  between  brain  and  mouth, 
and  they  have  no  chance  to  go  back  and 
edit  it.  Whereas  people  who  write  me 
email  go  back  and  review  it,  and  they 
think  much  more  before  they  type  than 
before  they  speak.  I  am  scared  to  death 
we'll  get  voice  recognition  and  it  will 
become  pervasive. 

When  that  happens,  I'll  get  these  long, 
unstructured,  unedited,  uncorrected  mes- 
sages. I  seldom  send  an  email  without 
going  back  and  rereading  it  and  editing  it 
a  little  bit  or  checking  for  inaccuracies. 
Maybe  I  just  delete  it,  but  it  is  therapeutic 
to  type  it. 

You  don't  do  that  on  voice  mail.  It's 
gone.  It's  lost.  It's  unorganizable  and  very 
seldom  do  people  sit  down  and  write 
down  their  voice  mails  and  think  through 
it  and  then  do  it.  Everybody  just  picks  up 
the  phone — bla-bla-bla.  Then  the  blabber 
goes  on. 

So  I  think  the  Qwerty  keyboard  is  one 
of  the  thought  organizers  of  the  planet. 
It  would  be  a  shame  to  see  it  go  away.   ■ 

Ky|/\rif-»  ^54  -^  failures.  For  example, 
lYlUI  III  years  ago  we  invested  in  a 
company  that  was  at  the  dawn  of  the  PC 
business.  It  was  a  bridge  between  word 
processors  and  PCs.  We  ended  up  with 
nothing  more  to  show  for  our  investment 
than  half  a  dozen  typewriters  around  the 
office  that  cost  us  $300,000  apiece. 

There's  a  perverse  thrill  to  being  a 
hamster  on  the  technology  treadmill.  It's 
very  exciting  trying  to  fight  all  the  battles 
that  a  startup  has  to  win  to  succeed.  But 
information  technology  isn't  a  substitute 
for  any  of  the  real  pleasures  of  life.  I  don't 
lose  sight  of  the  fact  that  you  can  still 
derive  a  lot  of  pleasure  from  taking  a  walk 
in  the  country,  riding  a  bicycle,  reading  a 
book  in  your  backyard,  having  dinner 
with  family  and  friends.  I  don't  think  com- 
puters are  a  substitute  for  teaching  chil- 
dren how  to  paint,  or  play  the  piano,  or 
think  for  themselves.  This  technology 
won't  necessarily  make  my  kids'  lives  bet- 
ter. It  might  just  mean  they'll  get  carpal 
tunnel  syndrome  a  little  sooner. 

This  technology  also  is  having  a  major 
impact  on  the  distribution  of  wealth. 
Clearly,  many  people  will  have  access 
to  information  more  readily  than  they 


have  in  the  past.  But  the  notion  thai 
you're  going  to  have  a  computer  or  a  tele- 
vision in  a  shantytown  outside  Buenos 
Aires  doesn't  make  the  shantytown  any 
closer  to  a  penthouse  apartment.  At  the 
end  of  the  day,  I  think  we're  building  a 
world  economy  where  wealth  is  created 
within  a  few  chosen  companies,  and 
most  of  the  wealth  is  either  owned  orl 
shared  by  the  people  associated  with  those 
companies. 

Yes,  a  whole  bunch  of  people  will  be 
enabled  by  what  those  companies  do.  But 
the  real  wealth  will  go  to  the  people  inti 
mately  associated  with  those  entities.  And 
if  your  kid  doesn't  go  to  MIT  or  Harvard 
or  CalTech,  or  half  a  dozen  other  presti 
gious  places,  forget  it.  They'll  be  among 
the  permanently  dispossessed. 


Wriston 


i56-^  you  could  put  in 
the  card  and  get  your  bal- 
ance on  a  screen.  That  was  the  basis  for  | 
ATMs  and  all  the  rest  of  it.  It  moved  us  out 
of  analog  and  into  the  digital  world.  Jack 
repackaged  and  sold  himself  to  the  bank 
two  or  three  times,  and  now  he's  living  on 
his  own  island  in  the  South  Pacific  with  a 
big  yacht,  and  I  say  bless  him.  He  changed 
the  way  we  looked  at  things. 

/>  rt f  Q  o  142'^  hard  as  I  did.  Most  days 
vICllww  I  don't  work  more  than  12 
hours.  On  weekends  I  rarely  work  more 
than  8  hours.  There  are  weekends  I  take 
off  and  I  take  vacations.  My  job  is  the  best 
job  there  is  and  I  get  a  lot  of  variety.  I 
travel  around  and  see  customers. 

If  I  left  Microsoft  today,  they'd  have 
to  pick  somebody  else  to  run  the  company. 
Who  knows?  The  guy  could  do  a  better 
job.  But  a  CEO  transition  is  probably  very 
risky  for  a  company.  I'm  a  younger  CEO 
than  you'll  find  in  most  companies  and 
more  committed  to  my  job  than  most. 
Nobody  is  going  to  get  me  interested  in 
some  other  job  or  activity,  so  it's  very 
unlikely  that  we'd  face  that  challenge. 

Who  knows  how  the  new  CEO  would 
do?  There  are  an  immense  number  of 
good  people  here.  The  whole  notion  in  the 
press  of  personifying  a  company  through 
one  person  or  a  few  people  is  a  gross 
simplification,  and  it  totally  misstates 
the  picture.  _ 

From  In  the  Company  of  Giants  Copyright  ©  1997  by  Rama  D.  (ager 
and  Rafael  Ortiz.  Reprinted  by  permission  of  McGraw-Hill  Companies. 
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TECHNOLOGY  IN  THE  FACE  OF  CHA 


Chill  out. 


Stay  cool.  After  all,  where  is  it  written  that  distri- 
buted systems  have  the  right  to  make  you  crazy? 
It  isn't.  They  don't.  And  they  won't.  Not  while  we're 
here.  Because  as  an  integrated  technology  services 
provider,  we  can  help  you  take  care  of  the  design, 
acquisition,  management  and  protection  of  your 
corporation's  technology  infrastructure. 

Centralized  or  decentralized.  Enterprise  Server  or 
PC.  Client  to  server.  LAN  to  WAN.  IBM  to  Hewlett 
Packard  to  Sun  to  Compaq  to  Dell  to  whoever  and 
whatever  pops  up  next. 

No  inflexible  commitments.  No  regrets.  No  rocks 
or  hard  places.  Just  the  daily  confirmation  that 
you   control   technology,   it  does   not  control  you. 

And  you  thought  we  were   just  into   mainframes. 


C#MDISCO 


A    TECHNOLOGY    SERVICES    COMPANY 


To  learn  more,  visit  www.comdisco.com  or  call   1-800-272-9792. 
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David  Ho 

AIDS  Researcher 
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Chinese  Dissident 
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Steven  Hobbs 

High  Tech  Psychologist 


Ann  Stark 

Director  of 
Newborn  Medicine 


Lachlan  Forrow 

Medical  Ethicist 


ORMED  FROM  THE  MOST  ELEMENTAL  of  COm- 

ponents — fire,  water,  glass,  and  rust — 
I  integrated  circuits  are  nearly  immortal. 
Ten  thousand  years  from  now,  one  of 
our  descendants  will  attach  a  wire  to  a 
dusty  Pentium  chip  and  see  the  I's  and  O's 
flowing  from  a  few  ancient  transistors  that 


long  ago  outlived  their  creators.  Flesh,  after 
all,  is  mortal.  And  so  what  poetry  can  be 
found  in  ambulances,  in  emergency  rooms,  in 
research  labs,  in  a  psychiatrist's  office,  and 
in  operating  theaters  around  the  world,  as  the 
eternal  transistor  fights  to  save  its  fragile, 
doomed  creator? 
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MATTERS     OF 


HARRY  WtJ 


,  Life  in  the 
Labor  Camps 


Harry  Wu,  60,  is  a  human  rights  activist,  Chinese  dissident, 
and  was  a  political  prisoner  for  19  years.  He  is  executive  direc- 
tor of  Laogai  Research  Foundation,  which  uses  the  Internet  to 
provide  regular  updates  on  conditions  in  Chinese  labor  camps. 

IN  THE  PAST  EIGHT  MONTHS,  IVe  been  home  only  about  three 
days.  The  rest  of  my  days  I  get  up  and  somebody  deliv- 
ers me  to  the  airport  where  I  fly  to  a  speaking  engage- 
ment. Since  August  1995,  when  I  got  my  release  [from 
Chinese  jail],  I  believe  I've  made  about  250  speeches  in 
Europe  and  in  every  American  state  except,  I  think, 
Alabama,  Mississippi,  and  Louisiana.  I've  talked  to  everybody 
from  grammar  school  students  to  Vietnamese  human  rights 
groups  to  researchers  at  Yale  and  Columbia  universities. 

I  can  sleep  anytime  I  want.  I  learned  that  in  prison,  because 
we  sometimes  had  no  food.  We  used  to  say  to  ourselves,  If 
you  don't  have  money,  don't  spend  money.  That  means  if  you 
don't  have  energy,  turn  down  your  brain,  save  your  energy. 
We  had  to  show  our  performance,  otherwise  we  got  in  trou- 
ble; we  got  the  torture. 

My  organization  is  the  Laogai  Research  Foundation.  Lao- 
gai means  "labor  and  reform,"  which  is  what  the  camps  in 
China  are  called.  People  ask  me,  "Why  are  you  so  busy?  Why 
do  you  travel  around  the  world?  For  what?"  I  tell  them  I  want 
to  see  the  word  Laogai  someday  appear  in  the  dictionary  in 
every  language  and  in  every  country,  like  Gulag.  Under  the 
name  Laogai,  50  million  people  have  been  put  away.  And  it 
still  exists  today. 

The  foundation  has  its  own  Web  site  and  several  offices, 
in  Paris,  Washington,  and  Australia.  When  I  travel  I  have  a 
lot  of  people  supporting  me.  I'm  not  James  Bond.  But  we  have 
a  very  organized  communication  system.  Every  day,  wher- 
ever I  am,  I  make  a  phone  call  and  leave  a  message  in  code. 
I  also  get  a  lot  of  protection.  Two  months  ago,  when  I  was 
in  Japan,  the  government  gave  me  a  policeman  for  protection 
24  hours  a  day.  Same  in  South  Korea. 


I  was  arrested  the  last  time  I  tried  to  get  into  China 
because  of  a  computer.  I  chose  a  remote  border  entry  because 
I  thought  they  wouldn't  have  the  technology.  But  they  had  a 
computer,  put  my  name  on  it,  and  identified  me  and  arrested 
me.  Next  time  I  go,  I'll  take  a  laptop  computer  with  fax.  The 
Chinese  control  their  communication  system,  and  they  watch 
the  Internet,  but  so  far  they  can't  interpret  our  faxes  if  we 
send  messages  in  code. 

I  have  to  be  careful  using  Chinese  telephones  now.  I'll  tell 
you  a  story.  One  of  my  guys  is  Tibetan,  and  in  1993  he  went 
into  China  and  was  betrayed  by  another  Tibetan.  So  Chinese 
security  followed  him.  He  gave  me  a  call:  "I  bought  a  pair 
of  shoes  for  you."  I  said,  "What  kind?"  He  said,  "Sport  shoes." 
"Size?"  "Number  7."  Perfect.  Number  7  was  our  code.  It  means 
everything's  perfect.  But  he  was  arrested  after  that  call.  The 
Chinese  asked  about  me,  and  he  said,  "I  don't  know  anything 
about  Harry  Wu."  And  they  played  him  a  tape  of  the  phone 
call.  And  they  asked  him,  "What  is  the  meaning  of  the  sport 
shoes  number  7?"  They  control  the  communication  system. 
And  all  the  secret  police  carry  cellular  phones. 

I  told  Motorola  that.  Motorola  was  in  the  Cold  War.  They 
have  principles;  they  didn't  do  business  with  the  Soviet  Union 
because  they  said,  "We  don't  want  to  share  our  advanced  tech- 
nology with  this  evil  empire."  Now  they  say  about  China,  "But 
we  are  just  working  on  the  communication  system.  And  if 
the  communication  system  is  going  well,  it  means  the  people 
will  be  more  free."  And  I  say,  "That's  right,  but  in  another  part 
of  the  Chinese  government,  they're  using  that  same  tech- 
nology to  control  people,  to  monitor  them  and  arrest  them." 
That's  why  the  government  is  buying  all  kinds  of  equipment 
right  now  from  HP,  Bell,  and  others,  so  they  can  get  even 
better  at  monitoring. 

But  we  will  win  because  technology  is  also  helping  us 
advance  our  struggle.  The  world  is  open  now.  The  door 
is  open,  and  nobody  can  close  it.  Technology  is  opening 
people's  consciousness.  ■ 
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Tl  OSP  SOLUTIONS 


^^0^^  We  live  iii  a  digital  world.  That  is  easy  to 
isvEARsoFiEADERSHif  See.  FoF  the  past  15  years,  Digital  Signal 
Processing  Solutions  from  Texas  Instruments 
have  been  the  driving  force  behind  the 
digital  revolution.  DSPs  have  made 
digital  TV  possible.  Made  music  on 
CDs  sound  better.  And  helped  cell 
phones  become  smaller,  yet  powerful. 

Today,  TI  DSP  Solutions  are  being      ^Py 
designed    into    apphcations    like    noise 
suppression  and  wireless  messaging.  Someday,  you'll 
be  able  to  attend  class  "virtually"  or  visit  relatives  via  3-D 
imaging.  In  fact,  the  future  is  closer  than  you  think. 


m 


©  1997  Tl 


Closer,  because  we  give  you  more.  More  choice,  more 
performance,   more   support  and  more   experience. 
We've  helped  30,000  customers  integrate  TI 
DSP  Solutions  into  leading-edge  products. 
Which  means  we  can  help  you  get  your 
next  breakthrough  to  market  faster. 

So  how  are  we  going  to  celebrate 
launching  the  DSP  industry  15  years 
ago?  By  continuing  to  put  our  resources 
behind  developing  the  next  great  innovation 
in  DSP  Solutions  technology.  The  future  depends  on  it. 


For  the  latest  on  Tl  DSP  Solutions,  visit  us  at 
http://www.ti.com/sc/4076orcall  1-800-^77-8924,  ext  4076. 

2I-5054R 


The  World   Leader   In   DSP   Solutions 


1 

^  Texas 
Instruments 
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SCOTT  RAWLINGS 


When  Reason  Is 

Plowed  Under 


m 
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Scott  Rawlings,  60,  is  a  minister  at  Christ's  Community  Church 
in  Portsmouth,  a  small  Ohio  town  near  the  Kentucky  border. 
Portsmouth  was  the  home  of  several  shoe  factories,  a  Coca-Cola 
bottling  plant,  and  a  steel  mill.  All  have  been  shut  down. 

SOME  THINGS  don't  CHANGE.  Yes,  we  Can  get  pornog- 
raphy through  the  Internet,  but  we're  always  deal- 
ing with  this  type  of  question.  There's  an  ol'  saying, 
i  "A  dog  could  whomp  a  skunk,  but  it's  seldom 
I  worth  the  effort." 
In  order  to  have  freedom,  we  unfortu- 
nately have  to  put  up  with  some  things  that  aren't  so 
good.  Where  do  you  draw  that  line?  I  wish  there 
weren't  any  pornography.  I  really  wish  there  weren't. 
It  is  destructive  to  families  and  individuals.  But  I  see 
my  job  as  helping  to  educate  the  conscience  of  the 
person  so  that  they  won't  watch  it. 

But  the  Internet  is  also  a  blessing.  This  December, 
we're  going  to  send  40  people  to  Haiti.  Haiti  is  one  of 
the  most  miserable  places  on  the  face  of  the  earth.  We 
get  a  report  every  month  from  the  State  Department 
on  email  about  what's  going  on  in  Haiti.  We  give  it  to 
our  people  who  are  traveling  down  there  because  we 
want  to  make  sure  they're  safe. 

If  you  brought  someone  from  Silicon  Valley  in  here 
to  start  a  company,  we  couldn't  man  it.  We'd  proba- 
bly have  to  have  three  years'  notice  and  set  up  classes 
to  teach  people  skills  to  prepare  them  for  the  jobs. 

It  wouldn't  be  worth  it.  Nobody  would  ever  do  it. 
We  have  a  bloody  history  here  with  the  unions  and 
companies.  We  can't  seem  to  kill  the  old  attitudes.  We've 
got  a  company  here  right  now  that  is  one  of  the  largest 
shoelace  makers  in  the  country.  There  is  an  effort  cur- 
rently underway  to  unionize  it,  and  the  union  is  attack- 
ing the  family  of  the  owner.  They're  throwing  nails,  cut- 
ting tires,  and  putting  up  stupid  signs  that  say  things 
that  simply  aren't  true.  And  what's  going  to  happen? 
The  company  will  move  to  Central  America  because 


you  don't  have  to  be  a  rocket  scientist  to  run  the  equipment  to 
make  shoelaces.  The  only  thing  that's  probably  going  to  cure 
that  adversarial  attitude  is  a  lot  of  funerals. 

It  all  comes  down  to  education  and  mind-sets;  the  mind- 
sets to  a  large  degree  are  affecting  education.  We  need  to 
get  people  to  see,  for  instance,  that  unions  aren't  bad.  But  bad 
unions  are  bad.  Bad  leadership  is  bad.  But  when  anger  and 
bitterness  set  in,  reason  is  plowed  under.  It's  gone.  ■ 


Photography  by  Black/Toby 
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LIFE      &      DEATH 


RICHARD  WILCOX 


< 


Rescuing  the 
Living  and  Dead 


Since  1974  Richard  Wilcox,  49,  a  mountain  rescuer,  has  been 
the  president  and  team  leader  of  Mountain  Rescue  Service  in 
North  Conway,  New  Hampshire. 

I've  been  involved  in  mountain  rescue  since  about  1971. 
In  1974  I  became  head  of  the  Mountain  Rescue  Service. 
Our  main  missions  are  technical  rock  climbing,  ice  climb- 
ing, and  nasty  above-timberline  winter  rescues  that 
require  special  equipment  and  skills. 
When  we  started  in  the  early  '70s,  we  had  no  electronic 
equipment  at  all.  The  New  Hampshire  Fish  and  Game  Depart- 
ment might  give  us  a  radio.  Sometimes  we'd  know  how  to  work 
it;  sometimes  we  wouldn't.  It  was  pretty  basic. 

One  time  we  had  a  rescue  in  Jackson,  New  Hampshire, 
where  a  picnicker  had  fallen  and  landed  halfway  down  a  cliff. 
The  person  was  very  seriously  injured.  My  radio  would  only 
communicate  with  Fish  and  Game,  so  I  had  to  call  them  and 
ask  them  to  call  a  National  Guard  helicopter.  Then  I  couldn't 
talk  directly  to  the  pilot.  Instead,  Fish  and  Game  had  to  relay 
my  messages  to  him.  Here  was  this  huge  helicopter  hover- 
ing 50  feet  over  my  head,  lowering  a  cable  down  to  be  hooked 
onto  the  injured  person — and  if  I  said  go  a  little  to  the  right, 
it  would  take  a  couple  minutes  for  him  to  get  that  message. 
GPS  [Global  Positioning  System]  has  made  it  easier  to 
find  a  lost  person  or  party.  With  GPS,  you  can  go  through 
the  woods  all  day  hitting  the  button  every  so  often,  and  it 
will  record  your  positions.  Then  all  you  gotta  do  is  plot  the 
positions  on  your  map  and  you  know  exactly  the  area  that 
was  searched.    . 

But  the  biggest  danger  with  technology  is  the  false  sense 
of  security.  We've  noticed  that  people  stretch  their  turnaround 
times  and  take  more  chances  on  their  trips  because  they 
can  fall  back  on  technology:  "Gee,  I  sprained  my  ankle;  I'll 
call  for  a  rescue."  With  the  cell  phone,  you  figure  if  something 
happens,  you'll  just  call  in.  Then  you  get  a  dead  battery  and 
you're  screwed.  Or  you  figure  that  wearing  an  avalanche  trans- 


ceiver that  helps  rescuers  find  you  under  the  snow  will  save 
you.  It  won't.  If  you're  buried  in  an  avalanche,  you're  in  big 
trouble.  The  transceiver  is  not  going  to  save  your  life — it's 
going  to  allow  us  to  find  your  body. 

One  of  the  things  I  worry  about  is  the  safety  of  the 
rescue  workers.  No  one  has  the  right  to  be  rescued.  We're  vol- 
unteers. If  it's  too  dangerous,  particularly  in  winter  above  the 
timberline,  with  high  winds  and  the  cold,  we  won't  risk  — 
or  I  should  say,  we  decide  how  to  risk — our  rescue  members. 
We  have  a  live  guy  above  timberline?  We  know  where  he  is? 
Yeah,  we'll  stretch  the  envelope  in  terms  of  going  out  in  tem- 
peratures of  30  degrees  below  zero  with  100-mile-an-hour 
winds.  We'll  crawl  on  our  bellies  to  get  to  them.  But  if  we're 
searching  Mount  Washington  or  Mount  Adams  for  a  lost 
hiker,  and  we  don't  know  where  he  is  or  if  he  is  even  out  there, 
and  the  weather  is  like  that,  we  won't  go  above  timberline. 
The  risk  isn't  justified. 

Technology  sometimes  means  we  can  get  the  job  done 
with  less  risk.  We  were  raising  a  dead  body  out  of  a  great  gulf 
on  a  3,000-foot  rope  system.  It  was  late  in  the  afternoon,  and 
the  weather  didn't  look  good  to  me.  I  called  in  to  the  obser- 
vatory on  the  top  of  Mount  Washington,  and  they  gave  a 
report  that  there  was  a  huge  thunderstorm  headed  our  way 
that  was  going  to  hit  in  half  an  hour.  Hail,  high  winds,  light- 
ning— the  whole  nine  yards.  All  my  guys  were  up  on  the  ridge, 
so  we  dropped  the  dead  guy  and  ran  for  it.  We  got  down  off 
Mount  Washington  just  as  one  of  the  worst  storms  of  the 
summer  hit.  Then  we  went  back  and  got  the  guy  the  next  day. 
If  we  didn't  have  the  technology,  somebody  could  have  been 
hit  by  lightning  and  killed. 

I'm  sure  there  will  be  a  situation  where  the  cell  phone  will 
save  somebody's  life  here  by  reducing  the  time  it  takes  to 
get  down  to  a  hospital.  But  my  experience  with  more  than 
300  rescues  and  searches  in  the  backcountry  is  that  a  few 
hours  almost  never  makes  the  difference.  People  are  either 
real  alive  or  real  dead.  ■ 
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INT  E  R  N  E  T 
DIRECTORY 


Visit  the  Internet  site  of  the  following 
companies  whose  advertisements  appear 
in  this  FORBES  ASAP. 
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American  Airlines 

www.american3ir.com 

GTE  Internetworiung 

internetworking.gte.com 

Robertson  Stephens 
&  Company 

American  Power  Conversion 

Hewlett-Packard 

www.rsco.com 

www.apcc.com 

www.hp.com 

Royal  Insurance 

AmeriTrade 

HITACHI  AMERICA,  LTD. 

www.royal-usa.com 

www.3meritrade.com 

www.hitachi.com 

San  Jose  Mercury  News 

Andersen  Consulting 

www.ac.com 

lntellectualCapital.com 

www.intellectualcapital.com 

www.mercurycenter.com 
SAP  America,  Inc. 

Applied  Materials 

www.appliedmaterials.com 

Iomega 

www.iomega.com 

www.sap.com 

Sharp  Electronics  Corporation 

AT&T  Business 

Kelly  Services,  Inc. 

www.sharp-usa.com 

www.state.az.us/commerce 

www.kellyservices.com 

Siebel  Management 

BDM  International,  Inc. 

www.bdm.com 

Lotus  Development  Corporation 

www.lotus.com/worktheweb 

www.siebei.com 
Siemens  Microelectronics 

Cadence  Design  Systems,  Inc. 

www.cadence.com 

Lucent  Technologies 

www.lucent.com 

www.smi.siemens.com 
Silicon  Graphics 

Charies  Schwab  &  Co.,  Inc. 

www.schwab.com 

Minolta  Peripheral  Products 

www.Minoltaprinters.com 

www.SGI.com 

Sony  Electronics,  Inc. 

Cisco  Systems 

www.cisco.com 

NEC  America,  Corporate 
Networits  Group 

www.sony.com 
Source,  Inc. 

Computer  Discount  Warehouse 

www.nec.com 

www.source.com 

www.cdw.com 

Norfolk  Southern  Corporation 

Sun  Microsystems 

COMSAT  Worid  Systems 

www.nscorp.com 

www.sun.com 

www.comsat.com 

DIGEX,  Incorporated 

www.digex.net 

Digital  Equipment  Coq>oration 

www.digit3l.com 

E*TRADE  Securities,  Inc. 

www.etrade.com 

NORTEL  Enterprise  Networks  - 
Northern  Telecom 

www.nortel.com/networks 

Olympus  Pearicorder 

www.olympus.com 

Pandesic 

www.pandesic.com 

Symantec 

www.symantec.com 

Symbol  Technologies 

www.symbol.com 

Tandy  Corporation 

www.tandy.com 

TCG- 

EDS 

www.eds.com 

PeopleSoft 

www.peoplesoft.com 

Teleport  Communications  Group 

www.tcg.com 

EXABYTE  CORPORATION 

www.exabyte.com 

PKS  Information  Services,  Inc. 

www.pksis.com 

Texas  Instruments  Incorporated 

www.ti.com 

Fairfax  County  Economic 
Development  Authority 

www.FairfaxCountyEDA.org 

Gateway  2000 

QAD  Inc. 

www.qad.com 

QUALCOMM 

www.qualcomm.com/cdma 

Tivoii 

www.tivoli.com 

Toshiba  America,  Inc. 

www.toshib3.com 

www.gateway.com 

Ricoh  Corporation 

www.ricoh-usa.com 

^^^^^^^^■^^^H 

MATTERS     OF 


NANCi-AMFS  CURTIS 


Online  and 
on  the  Couch 


Nanci-Ames  Curtis,  M.D.,  practices  psychiatry  in  rural  areas 
of  Vermont,  Montana,  and  Maine.  Curtis,  58,  is  currently  clin- 
ical director  of  telepsychiatry /or  Acat^/a  Hospital  in  Maine. 

WHEN  I  WENT  TO  MONTANA,  there  was  a  major 
need  for  psychiatric  services  in 
remote  rural  areas,  and  the  cli- 
mate is  such  that  in  the  winter, 
driving  is  hard;  mountain  passes 
are  tough.  I  was  practicing  in 
Helena.  In  Bozeman,  which  is  an  hour  and  a  half 
away,  there  was  a  good  little  hospital,  but  it 
didn't  have  an  inpatient  psychiatric  unit.  Patients 
with  severe,  suicidal-type  depressions  or  psychotic 
episodes  were  brought  to  our  unit  by  sheriff's 
police  cars.  By  policy,  they  had  to  be  handcuffed, 
and  it  was  extremely  disturbing  to  see  these  very 
sick  patients  being  denigrated.  It  was  very  costly, 
too.  I  began  to  think  that  there  must  be  a  bet- 
ter way  to  manage  this.  Someone  mentioned 
telemedicine,  and  it  immediately  clicked  for  me. 
For  telepsychiatry,  we  use  interactive  video. 
It's  like  Dan  Rather  in  New  York  talking  to  Bill 
Clinton  in  D.C.  There  can  be  a  slight  blur  if  you 
move  a  little,  but  psychiatry  is  a  talking-heads 
profession,  basically,  so  that  kind  of  motion  is 
not  disturbing.  Patients  are  very  comfortable 
across  the  wires.  If  they  want  to  zoom  you  out, 
or  move  your  head  to  the  opposite  side  of  the 
room  where  they  can't  see  you,  or  turn  you  off, 
they  can.  They  can  manipulate  the  transmission 
for  their  own  comfort. 

The  only  downside  to  telemedicine  is  that 
it's  difficult  to  persuade  one's  peers  of  the  advan- 
tages of  telepsychiatry  because  a  lot  of  doctors 
are  computer  neophytes.  It's  enough  that  the 
changing  economics  of  our  profession  has 


turned  us  all  on  our  heads.  Now  we're  asking  them  to 
make  major  adaptations  in  their  work.  Some  of  my  col- 
leagues laugh  at  me  and  say,  "We  know  what  you  want — you 
want  to  sit  in  your  house  over  a  bagel  doing  this,"  and  I  say, 
"You're  right."  ■ 


Photography  by  Max  AguileraHellweg 
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PKS...  The  Mark  of  a  Leader 


The  Golden  Rectangle  was  derived  by  the  ancient  Greeks.    It  is  the  foundation  for 
patterns  in  art,  architecture  and  nature. 

Todey,  it  is  the  trademark  for  the  international  service  leader  in  computer  outsourcing  and 
systems  integration. 

Behind  this  symbol  stands  a  company  whose  growth  has  been  driven  by  a  strict 
adherence  to  four  simple  principles  rarefy  practiced  by  others. 

■  Customer  Service  —  Customers  are  first.  We  will  provide  service  to 
ensure  the  highest  level  of  satisfaction. 

■  Quality  —  To  achieve  customer  satisfaction,  the  quality  of  our  work 
must  meet  the  highest  standards,  those  of  our  customers. 

■  Partnership  —  By  developing  a  partnership  with  customers,  we  share 
in  the  responsibility  for  satisfying  business  objectives. 

■  Ethics  —  We  will  conduct  business  in  an  ethical,  legal  and  socially 
responsible  fashion.  Our  integrity  will  never  be  compromised. 

Let  us  show  you  how  PKS  can  put  these  principles  to  work  for  you. 


INFORMATIdN 
/.       SERVICES,  INC 

A  Peter  Kiewit  Sons'.Cqmpony 

computer  Center  Outsourcing  ■  Network  Engineering  ■  Client/Server  Software  Development 
Reengineering  and  Replatforming  ■  Year  2000  Renovations  ■  Internet/Intranet  Solutions 

For  More  Information,  Please  Call:  800.757.9886 

www.plcsis.com 
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STEVEN  HOBBS 


Hear  the  Soul: 

Beep,  Beep 


9f> 

a 

m 
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Steven  Hobbs,  high  tech  psychologist,  is  based  in  Silicon  Val- 
ley. Hobbs,  50,  counsels  CEOs,  programmers,  and  tech  work- 
ers about  their  problems  caused  by  the  information  age. 

I  SEE  PATIENTS  WHO  WORK  in  the  high  tech  industry. 
Their  jobs  become  their  Hves  to  an  unhealthy 
degree.  They're  very  confused.  Nowadays 
people  romanticize  about  being  cogs  in  the 
information  revolution's  wheel.  What  has 
that  done? 

We  do  not  think  of  ourselves  as  human 
beings  anymore.  The  habits  of  the  heart  are  gone. 
We're  watching  the  decay,  and  are  falling  apart 
as  a  community.  There's  a  mythology  that  we  can 
have  a  community  on  the  Internet,  or  maybe  we 
can  have  some  community  from  computeriza- 
tion, but  that's  not  always  true. 

Twenty  years  ago,  patients  would  talk  to  me 
about  not  fulfilling  their  familial  obligations  or 
how  they  wanted  to  fulfill  their  human  poten- 
tial. These  were  very  humanistic  values.  But  now 
people  are  more  concerned  about  their  work. 
"How  can  I  be  a  better  worker  in  my  division?" 
Men,  and  it's  mostly  men,  become  so  involved 
in  sitting  in  front  of  a  computer  or  thinking  about 
a  computer  that  that's  what  their  lives  start  to 
become.  They're  always  on  the  computer,  the  very 
seductive  computer.  Even  I'm  susceptible  to  this. 
I  can't  tell  you  the  last  time  I  read  a  novel. 

It's  perceived  that  technology  can  solve  men- 
tal health  problems.  Technology  has  brought 
instant  gratification  to  people.  If  you  have  a 
desire — beep,  beep — push  a  few  buttons  on  your 
computer  and  you  have  it  the  next  day.  So  that 
becomes  the  expectation,  and  people  expect  to 
cure  their  mental  ills  with  a  pill.  You  can  avoid 
dealing  with  problems  by  taking  Prozac.  It  just 


Photography  by  Robert  Holmgren 


so  happens  that  taking  the  pill  can  have  major  side  effects, 
including  diminished  sexual  drive.  To  avoid  dealing  with 
uncomfortable  feelings,  people  would  rather  give  up  sex. 
They  can  spend  the  extra  time  on  the  computer. 

The  computer  has  become  the  mistress  of  our  age.         ■ 


1 1; 
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JUST  VTAIT  TIL 
THESE  GUYS 


They're  going  to  make  the  Web  as  compelling  as  a  full-screen  movie  and  as  engaging  as  a  hit  T\ 
series.  And  they're  ready  to  tell  their  secrets  at  the  upcoming  @d:tech.West  at  the  Century  Plazc 
Hotel,  Los  Angeles,  January  12-14.  Movie  makers,  special  effects  gurus,  music  producers,  game 
creators  and  digital  talent  agents.  Plus  our  usual  cast  of  stars  from  Web  publishing 
advertising,  new  media  buying  and  selling,  eCommerce  and  digital  distribution.  Register  a 
800-535-1812.  Or  online  at  www.ad-tech.com.  If  you  want  to  see  the  future,  this  is  your  ticket. 


vrww. ad-tech. CO 


Platinum  Sponsors: 

electron;  r  media  company 
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MATTERS     OF 


DAVID  HO 


Killing  a 
Killer  Virus 


9p 


David  Ho  is  the  scientific  director  of  Rockefeller  University's 
Aaron  Diamond  AIDS  Research  Center  in  New  York.  Ho,  45,  is 
largely  responsible  for  the  development  of  an  AIDS  treatment 
plan  using  a  "cocktail"  of  protease  inhibitors.  He  was  Time  mag- 
azine's 1996  Man  of  the  Year. 


NONE  OF  OUR  AIDS  WORK  would  have  been 
possible  without  the  technology  that  has 
become  available  in  the  past  few  years.  Thir- 
teen years  ago  it  took  several  teams  several 
months  to  sequence  the  HIV  gene.  Now 
most  labs  have  machines  that  can  do  it 
many  times  a  day,  and  computers  can  help  us  draw  the 
family  tree  of  a  hundred  different  strains  of  HIV. 

The  ability  to  collaborate  through  email  has  been 
critical.  And  not  just  text — we  attach  spreadsheets  and 
graphics  with  test  results.  My  closest  collaborator  is  a 
biomathematician  at  Los  Alamos  National  Laboratory 
2,000  miles  away.  As  soon  as  we're  done  running  an 
assay  here,  he  has  the  results.  What  we  can  do  in  a 
few  hours  used  to  take  three  weeks.  I'd  say  this  sort 
of  technology  has  moved  our  progress  tenfold. 

We  have  to  be  careful  about  the  way  we  use  email 
and  the  Web,  though.  We  don't  want  to  just  send  raw 
data  around  to  people,  unless  it's  a  close  collaboration. 
I  think  physicists  are  adapting  to  these  changes  faster 
than  biologists.  When  physicists  get  an  idea  for  an 
experiment,  they  just  put  it  on  the  Internet  for  people 
to  comment  on.  It's  replacing  journalism.  They  get  the 
information  out  there  fast,  and  they  can  keep  refining 
it  with  the  suggestions  that  come  back.  By  the  time 
biologists  get  something  published  after  peer  review, 
it's  six  months  old — a  long  time  for  a  fast-moving  field. 
But  the  downside  to  rushing  information  onto  the 
Internet  is  that  crap  can  get  out  there  too,  and  people 
can  be  misled. 


Photography   by   Geoffroy   de    Boismenu/Oulline 


Sometimes  it  works  out.  Last  year  information  on  dis- 
coveries about  HIV  coreceptor  sites  was  so  well  disseminated 
on  the  Internet  that  a  large  number  of  groups  just  dropped 
what  they  were  doing,  and  in  the  course  of  three  weeks, 
several  new  receptors  were  found.  ■ 
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BORN 


TO  BE  WILD 


Announcing  the  birth  of  DSP16210,  the 
most  significant  Digital  Signal  Processor 
to  hit  the  comnnunlcatlons  market  since 
we  invented  the  first  DSP. 


©  1997  Lucent  Technologies. 
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Conceived  by   Bell  labs  specifically  for  next-generation  communications 
..  applications.  DSP16210S  more  efficient  processing  lets  it  effortlessly  handle 
a  vanety^of  functions  in  any  digital  wireless  standard,  using  up  to  five  times 
leS-s  power  and  me'mory  than  the  most  advanced  DSP  on  the  market  today. 
•'     ,,>,  Proven^oftware  tools  and  high-performance  processing  enable  DSP16210 
"'"•  tbVadically  reduce  development  time  and  system  costs,  making  it  the 
^,  perfect  DSP  for  rack  modems  and  smaller  remote  base  stations  that  can  be 
deployed  anyv^here  you  can  imagine  v/ith  a  savings  of  up  to  50%  in  electronics 
costs.  To  learn  more  about  how  the  DSP  that  was  designed  from  the  start  to 
be  the  soul  of  communications  can  help  you  create  products  beyond  your 
wildest  dreams,  call  1-800-372-2447  (Ext.  955).  Or  visit  www.lucent.com/micro 


o 


''^"ons  work  • 


You're  110%  committed 
to  the   success  of 
your  technology  firm. 


You  and  your  team  have  built  a 
leading-edge  technology  compa- 
ny. Now  the  time  has  come  to 
consider  joining  forces  in  a 
strategic  combination.  Having 
handled  over  90  advisory  transac- 
tions in  the  last  18  months, 
BancAmerica  Robertson  Stephens 
is  a  powerful  partner  to  have 
when  you're  considering  a  merger 
or  acquisition.  Call  us  when 
you're  looking  for  investment 
bankers  who  are  as  committed  to 
the  success  of  your  company  as 
you  are. 


You  esipect. 
from  your 


the   same 


acquisitions  banker. 


Sierra 
On-Line,  Inc. 


J3  Learning 
Corporation 


has  been  acquired  by 
CDC  International  Inc. 


Jllll 


has  been  acquired  by 
Gartner  Group,  Inc. 


Premiere 
Technologies,  Inc. 

has  acquired 
Voice-Tel 
Enterprises,  Inc. 


SQA,  Inc. 


has  been  acquired  by 
Rational  Software 
Corporation 


Security  Dynamics 
Technologies,  Inc. 

has  acquired 

RSA  Data  Security,  Inc. 


Cabletron 
Systems,  Inc. 

has  acquired 
Network  Express,  Inc. 


HNC  Software  Inc. 

has  acquired 
Risk  Data 
Corporation 


Datalogix 
International  Inc. 

has  been  acquired  by 
Oracle  Corporation 


Opal,  Inc. 


Hadco 

Corporation 


has  been  acquired  by 
Applied  Materials,  Inc. 


has  acquired 
Zycon  Corporation 


Etec 
Systems,  Inc. 

has  received  a  minority 
investment  from 
Intel  Corporation 


HNC 
Software  Inc.* 


IL 


has  acquired 
CompReview  Inc. 


Security  Dynamics 
Technologies,  Inc. 

has  acquired 
DynaSoft  AB 


Ascend 
*  Communications,  Inc. 

has  acquired 
NetStar,  Inc. 


Tyco 
International  Ltd. 

has  acquired 
ElectroStar,  Inc. 


Excite,  Inc. 


The  Bentley 
Company 


has  been  acquired  by 
Technology  Solutions 
Company 


JL 


Standard 
Microsystems 
Corporation 
Enterprise  Networks 
Business  Unit 

has  been  acquired  by 
Cabletron  Systems,  Inc. 


Lighthouse 
Design,  Ltd. 


has  been  acquired  by 
Sun  Microsystems,  Inc. 


has  received  a  minority 
investment  from 
Intuit  Inc. 


Ascend 
Communication^  Inc. 

has  acquired 
StonyBrook 
Services,  Inc. 


*transactlon  pending 


BancAiTierica  POiV,©i*r 

ROBERTSON  STEPHENS  in    motlOn. 


1-800-288-7726   •   www.rsco.com 


©1997  BankAmerica  Corporation 
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MATTERS     OF 


J.  CRAIG  VFNTFR 


Computing 
a  Slice  of  Life 


9P 


J.  Craig  Venter,  51,  scientist,  runs  The  Institute  for  Genomic 
Research  in  Rockville,  Maryland,  which  pioneered  the  use  of 
massive  computing  power  and  robots  in  gene  sequencing. 


I  REMEMBER  THE  EARLY  DISCUSSIONS  of  the 
genome  project.  All  these  big-name  geneti- 
cists from  around  the  country  were  saying, 
"Well,  you  really  don't  need  [mainframe] 
computers  for  the  genome  project.  Once  we 
get  the  genome  sequence,  we'll  just  run  it 
through  a  personal  computer  and  find  all  the 
genes."  It  was  an  incredibly  naive  point  of  view. 
I  realized  from  the  beginning  that  we  had  to  have 
new  approaches  to  deal  with  the  amount  of  data 
we  would  be  getting,  which  would  be  a  thousand 
times  more  than  before. 

It's  like  a  very  big  jigsaw  puzzle,  with  hun- 
dreds of  thousands  to  millions  of  pieces.  Each  of 
these  genomes,  these  millions  of  base  pairs  of 
genetic  code,  is  the  recorded  history  of  life.  And 
we  haven't  tapped  1%  of  the  potential  of  this 
information  yet. 

We  had  three  massively  parallel  supercom- 
puters. But  even  with  those  computers,  they 
had  to  run  24  hours  a  day,  seven  days  a  week, 
and  still  couldn't  keep  up  with  the  load.  There's 
probably  nobody  here  who  can  even  tell  you  how 
many  computers  we  have  anymore.  The  whole 
place  is  a  giant  distributed  network  with  inter- 
nal and  external  Web  sites.  We  have  40  people 
here,  out  of  a  total  of  150,  working  in  so-called 
bioinformatics,  just  trying  to  make  sense  of 
the  biology. 

I'm  almost  100%  an  intuitive  thinker.  I  have 
what's  probably  a  naive  ability  to  ask  questions. 
So  I  ask  broad,  general  questions  that  we're  try- 


ing to  answer,  like,  What  is  life?  I  don't  want  to  spend  my  time 
building  robots,  but  if  we  have  to  write  the  programs  and 
develop  the  algorithms  and  build  the  robots  to  answer  these 
questions,  it's  just  part  of  the  process  we  have  to  do.  ■ 


Photography  by  Molly  Roberts 
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LIFE      &      DEATH 


ANN  STARK 


< 


The  Silicon 
Angel  of  Mercy 


Ann  Stark,  M.D.,  51,  is  the  clinical  director  of  newborn  med- 
icine at  Children's  Hospital  in  Boston. 

THIS  IS  Scott.  He  was  born  five  days  ago.  He's  pre- 
mature and  has  a  complex  metabolic  disease — a 
defect  in  the  cellular  mechanism  that 
provides  energy  to  cells.  Not  too  long 
ago,  kids  with  this  disease  would  die. 
Now  some  of  them  are  starting  to  sur- 
vive with  new  kinds  of  support.  There's  no  long- 
term  cure,  but  the  longer  you  keep  somebody 
going,  the  more  chance  there  is  that  a  new  ther- 
apy will  become  available. 

Scott  [not  his  real  name]  is  lying  on  a  radiant 
warmer  bed,  which  is  remote  controlled  by  the 
temperature  read  off  this  probe  on  his  skin.  He 
looks  like  he's  shimmering  because  he's  on  a  high- 
frequency  ventilator  that  vibrates  air  in  and  out 
of  his  lungs  900  times  a  minute.  Conventional 
ventilators  and  high-oxygen  concentrations  can 
cause  lung  injury  in  newborns  with  severe  lung 
disease.  This  one  wire  uses  a  computer-controlled 
diode  to  noninvasively  monitor  the  level  of  oxy- 
gen in  his  blood.  This  is  just  a  surgical  glove  filled 
with  warm  water;  it  helps  keep  him  calm.  He's 
doing  better  today  than  yesterday. 

We  really  try  to  keep  a  loving  nursery  envi- 
ronment in  the  midst  of  all  this  high  tech.  We 
do  a  lot  to  make  sure  parents  realize  that  it's  their 
baby  there  and  they  can  visit  all  they  want — 
all  day  long,  all  night  long.  We  explain  to  them 
what  the  machines  do.  But  we  keep  the  focus  on 
the  baby. 

We  wish  we  could  do  more  by  computer.  The 
daily  progress  notes  and  bedside  charting  are 
still  done  on  paper.  You  can't  imagine  how  many 
times  I  write  "soft,  flat"  to  describe  the  fontanelle. 


the  soft  spot  on  the  top  of  a  baby's  head.  I'd  rather  just  click 
that  on  a  pull-down  menu.  And  a  lot  of  the  notes  could  be 
generated  directly  from  the  bedside  monitors.  I  spend  sev- 
eral hours  a  day  writing  out  records;  more  computerization 
could  cut  that  in  half.  ■ 
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Freshness  Counts! 


\ 


Fresh  bread. . 


Fresh  tea . 


Fresh  flowers. 


Fresh  fruit. 


i/iK^' 


Fresh  air. . . 


Fresh  batteries . 


We  guarantee  ours. 

Fresh  batteries  make  things  run  better  and  longer.  We  sell  millions  of  our  top-rated 
alkalines  every  week,  stocking  new  ones  daily.  So  you  can  always  be  sure  they're  fresh. 
We're  so  confident  you'll  agree,  that  we  back  every  one  with  a  guarantee.* 
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Good  Housekeeping 

'  "       Promises 
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RadioShack  alkalines 

have  earned  the 

Good  Housekeeping  Seal. 


*lf  you're  not  satisfied,  return  your  RadioShack  alkaline 
purchase  within  30  days  for  a  one-time  replacement  or  refund. 
You  can't  find  a  better,  longer- lasting  battery,  GUARANTEED. 


RadioShack. 

\buVe  got  questions. 
We've  got  answers.® 


If  your  IT  challenges  are  expanding  faster  than  your  staff,  you  should  be  lookiifc 


at  Tivoli'sTME  lO'""  enterprise  management  software.  It  controls  all  your  systemfii 


networks  and  applications  from  the  data  center  to  the  desktop.  So  you  can  increa*] 


productivity  by  automating  routine  tasks  and  giving  a  leaner  IT  staff  the  power  t 


manage  anything,  anywhere.  You  can  enhance  availability  by  proactively  managin 


distributed  systems.  You  can  deploy  software  like  SAP  R/3  or  Lotus  Notes®  t 


WHEN  YOUR  "TO-DO"  LIST  GETS  BIGGER  IHM 


ivoll  Systems  Inc.www.tivoii.com 


Tivoli  andTME  10  are  Irademarte  ofTivoii  Systems  Inc.  in  Ihe  U.S.  and/or  oilier counliies.  IBM  isa  trademartioi  iri!eiiiai.wii,  E^iii.Ui  .'.!>;;....!«  Csi-c 
Corporation.  Olher  company,  product  and  service  names  may  be  Irademarks  or  service  marks  ot  others.  ©  1997  Tivoli  ^sterns  Inc.  Ail  rigliis  raserved. 


okibusands  of  users  from  a  single  console,  and  manage  applications  and  events  on  an 


te^terprise  scale.  And  because  so  many  vendors  work  with  our  uniquely  open,  scalable, 


ea  oss-platform  framework,  you  can  count  on  choosing  best-in-class  products.  Some- 


ng  else  to  count  on:  As  an  IBM  company,  we  can  support  your  enterprise  wherever  you 


I  business- no  matter  which  vendors  you  choose. To  see  how  we  can  help  you  better 


stverage  IT  assets,  visit  Tivoli  Systems  Inc.  at  www.tivoli.com  or  call  1  800  2TIV0LI, 


yrOUR  IT  BUDGET,  IT'S  TIME  FOR  TIVOLI 
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LIFE      &      DEATH 


LACHLAN  FORROW 


c/> 


A  Much  Better 
Bedside  Manner 


Lachlan  Forrow,  M.D.,  is  a  medical  ethicist  and  a  practic- 
ing primary  care  physician.  Forrow,  42,  also  chaired  the  Nobel 
Peace  Prize-winning  International  Physicians  for  the  Preven- 
tion of  Nuclear  War. 

I'm  a  general  internist,  so  I  don't  have  a  lot  of  extremely 
specialized  knowledge.  When  I  run  into 
something  with  a  patient  that  I'm  not  famil- 
iar with,  I  used  to  say,  "Why  don't  you  get 
dressed  and  I'll  be  back  in  a  minute."  Then 
I'd  get  a  book  and  look  it  up.  But  now  I  have 
the  wisdom  of  specialists  at  my  fingertips 
through  CD-ROMs  and  email  right  there  next  to 
the  examining  table.  The  information  is  available 
now  direcdy  to  the  patients,  too.  Three  weeks  ago 
I  had  a  patient  that  came  in  with  a  rash  on  his 
penis.  I  told  him  I  could  tell  it  wasn't  herpes  or 
syphilis.  He  said,  "Yeah,  I  didn't  think  so,  'cause 
I  got  pictures  of  all  those  things  off  the  Web,  and 
I  could  see  mine  didn't  look  like  that." 

Ten  years  ago  if  you  called  me  at  night  with 
a  problem,  the  only  information  I  had  about  you 
is  what  you  could  tell  me.  Now  I'm  logged  into 
the  hospital's  computer  system  through  my  lap- 
top computer.  I've  got  all  the  medications  you're 
taking,  and  I've  got  all  the  lab  results.  My  ability 
to  be  an  effective  doctor  for  you  day  and  night 
has  been  transformed.  It  scares  me  now  to  think 
how  much  we  used  to  just  wing  it. 

As  a  doctor,  my  energies  and  my  patients' 
families'  energies  are  often  focused  on  life-extend- 
ing technology.  It  can  end  up  completely  domi- 
nating the  last  part  of  somebody's  life.  There  was 
a  94-year-old  Russian  woman  in  intensive  care 
last  week  with  multiple  end-stage  diseases,  and 
the  family  was  asking  about  the  kidney  machine. 
I  try  never  to  start  the  conversation  off  by  talking 
about  machines.  I  asked  them  to  tell  me  about 


their  mom.  What  was  she  like?  Where  had  she  grown  up? 
What  were  the  chapters  in  her  life?  I  ask  them  to  think  about 
what  sort  of  final  chapter  would  really  fit  who  she  is.  If  the 
technology  fits  that,  we  use  it.  If  it  doesn't  fit,  we  don't  have 
to  use  it.  We  change  the  goals  from  extending  her  life  to  keep- 
ing her  comfortable  and  letting  her  stay  at  home.  ■ 
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During  his  visit  to  India  in  1997,  Bill  Gates 
was  so  impressed  by  the  efficiency,  quality 
and  technical  expertise  of  the  country's 
software  industry  that  he  commented, 
"India  is  on  its  way  to  emerging  as  a 
software  superpower  of  the  21st  century." 

Gates's  forecast  is  fast  becoming  a  reality. 


It  is  no  surprise  that  when  people  talk  of 
software,  they  talk  of  India.  Just  as  the  Gulf 
;  rich  in  crude  oil  and  South  Africa  in  diamonds,  India  has  an 
bundant  technically  skilled  workforce.  This  "natural"  resource 
lias  helped  transform  India  into  a  software  paradise,  one  where 
ost  effectiveness,  reliability,  speedy  delivery  and,  above  all, 
tate-of-the-art  software  development  are  just  part  of  doing 
)usiness.  No  wonder,  companies  like  Citibank,  AT&T,  General 
Electric,  Reebok,  General  Motors,  Fujitsu,  Boeing,  Coca-Cola  and 
'epsi  have  turned  to  India's  software  industry  for  cost-effective, 
ligh- quality  software  solutions. 

t)ewang    Mehta   analyzes   and    reports   on    India's   software 
ndustry. 


h  the  realistic  movie  "Traffic  Jam,"  a 
apanese  family  drives  off  on  vacation 
jnly  to  spend  their  entire  trip  stuck  in 
heir  car.  Fortunately  for  Japan,  such 
nodern-day  traffic  nightmares  are  being 
ased  by  software  developed  in  India. 
The  Japanese  are  clearly  not  alone  in 

(ooking  to  India  for  software  solutions.  A 
/Vorld  Bank-funded  study  in  the  U.S. 
:onfirmed  that  vendors  rated  India  as 
:heir  number  one  choice  for  outsourcing, 
md  not  without  reason.  Around  the 
world,  thousands  of  ATM  users  can  thank 
joftware  engineers  in  India's  Silicon  Valley 
for  the  efficient  technology  of  their  ATM 
Tiachines.  Passengers  traveling  on  British 
Airways,  Singapore  Airlines,  American 
Airlines  and  Swiss  Air  (among  others) 
can  also  thank  Indian  software  engineers 
7or  helping  these  airlines  to  run  on 
schedule. 


Add  to  these  success  stories  an 
impressive  list  of  multinationals  operating 
from  India  -  among  them,  IBM,  Microsoft, 
Computer  Associates,  Novell,  Oracle, 
AT&T,  Sony,  Motorola,  Computervision, 
Digital  and  Hewlett-Packard  -  and  it's  easy 
to  see  why  India's  software  industry  is  of 
global  proportions. 

MATHEMATICAL  EXPERTISE 

What  is  the  mystery  behind  India's  success 
in  providing  efficient  software  solutions? 
Some  say  that  it  is  the  mathematical 
ability  of  Indians.  After  all,  it  was  an 
Indian  who  invented  the  numeral  zero. 
But  others  concede  it  has  more  to  do  with 
India's  cost  and  quality  advantage.  The 
truth,  however,  is  much  more  than  this. 

"Indian  software  companies  have  the 
unique  distinction  of  providing  efficient 
software  solutions  at  a  cost  and  quality 
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advantage,  using  state-of-the- 
art  technologies.  They  also 
have  the  capacity  to  handle 
large  projects  and  provide 
timely  deliveries,"  says  K.V.  Ramani, 
President  of  NASSCOM,  India's  National 
Association  of  Software  and  Service 
Companies. 

At  52%,  the  compounded  annual 
growth  rate  of  India's  software  industry 
over  the  last  seven  years  makes  its 
competitors  look  pale  by  comparison.  Ten 
years  ago,  the  value  of  the  industry  stood 
at  no  more  than  US$12  million.  For  the 
fiscal  year  1996-97,  the  figure  had  risen  to 
$1.8  billion  -  not  including  the  value  of 
in-house  development  (bringing  the 
total  up  to  $2.5  billion).  Future-forecasts 
are  even  more  optimistic.  According  to  a 
recent  study  undertaken  by  NASSCOIVI, 
the  industry  is  poised  to  earn  annual 
revenues  of  more  than  $14  billion  by  the 
year  2002. 

This  phenomenal  growth  was  not 
achieved  overnight.  At  55%,  the  growth 
rate  of  exports  is  somewhat  higher  than 
that  of  the  Indian  domestic  market 
(48.9%).  The  U.S.  represents  58%  -  the 
majority  -  of  India's  software  export 
market.  Another  21%  of  India's  software 
is  exported  to  Europe  and  5%  to  Japan. 
Exports  are  also  gaining  strength  in 
Australia,  South  Africa,  West  Asia, 
Southeast  Asia  and  Latin  America. 

WORLD-CLASS  PRODUCTS 

India's  leadership  in  providing  customized 
software  solutions  is  well-established. 
However,  the  new  dimension  in  the  Indian 


industry  is  to  create  world-class  software 
products.  And  the  accolades  continue  to 
build,  as  shown  by  Citicorp  Information 
Technology  Industries'  (CITIL)  success 
story. 

CITIL,  a  Citicorp  affiliate  based  in  India, 
has  become  a  global  provider  of  software 
solutions  to  corporate,  retail  and  invest- 
ment banking  institutions,  as  well  as  the 
mutual  funds  industry.  Its  client  list 
includes  more  than  135  major  banks  and 
financial  institutions  in  over  43  countries 
worldwide,  including  the  U.S.,  the 
Caribbean,  Europe,  Africa,  Asia  Pacific, 
Western  Asia  and  the  Middle  East. 

A  strong,  dedicated  commitment  to 
quality  has  earned  CITIL  a  place  among 
the  top  2%  of  all  software  organizations 
worldwide.  MicroBanker,  CITIL's  corporate 
banking  product,  has  consistently  been 
rated  among  the  world's  top  selling 
banking  packages  in  1995  and  1996 
(according  to  surveys  conducted  by 
International  Systems- U.K.).  FundsPower, 
another  hot  product  from  CITIL,  has 
already  established  a  leading  position 
within  the  global  mutual  funds  industry. 
Finally,  Finware,  a  fully  integrated  Retail 
Banking  Solution  with  end-to-end  pro- 
cessing capability,  has  made  significant 
inroads  in  addressing  the  critical  success 
factors  of  modern-day  retail  banking 
services. 

CITIL's  other  core  areas  of  special- 
ization are  data  warehousing,  treasury, 
investment  banking  and  software 
reengineering.  Voravan  Tarapoom, 
Managing  Director  of  Thai  Asia  Mutual 
Fund  Co,   Ltd.,  says,  "We  feel  good  that 


Indian  software  companies  provide  a  competitive  edge  to  their  clients  through  offshore 
software  development  using  high-speed  satellite  datacommunications  (64  kbps  and  2M)  links. 


3/ 


Indian  software  companies  offer  a  24  hot 
virtual  office  environment  to  U.S.-based 
clients. 

we  chose  CITIL  for  implementing  tr 
FundsPower  System.  In  relation  to  oi 
competitors,  our  market  share  has  grow 
One  factor  will  surely  be  the  efficiene 
of  our  systems." 


OUTSOURCING 

In  the  last  few  years,  more  and  mor 
companies  around  the  world  hav 
looked  toward  India  for  outsourcin 
their  software  requirements,  driven  b 
a  constantly  changing  business  enviror 
ment  that  demands  new  applications.  I 
particular,  the  spread  of  client-serve 
computing  in  decentralized  organization 
has  necessitated  the  development  o 
applications  specific  to  a  user's  business. 

Outsourcing  is  fast  becoming  a  strat 
egy  for  forward-thinking  IS  managers 
No  longer  just  a  means  for  reducing  costs 
it  has  become  a  tool  for  adding  valu( 
to  business,  while  enabling  organization; 
to  concentrate  on  their  core  business 
It  further  helps  managers  reengineet 
business  processes  and  provide  the 
information  necessary  to  assist  effective 
decision  making  and  secure  quality  and 
cost  control. 

As  a  result,  outsourcing  gradually  has 
grown  beyond  simply  contracting  out 
data  center  operations  to  using  an  outside 
vendor  to  replace  vital  in-house  resources. 
This  initiative  requires  close  coordination 
with  the  company's  business  strategy  in 
order  to  enhance  and  add  value  to  the 
business  where  information  services  are 
concerned.  One  rule  of  thumb  in  choosing 
what  to  outsource:  Keep  low-cost,  high- 
value-added  activities  within  the  organ- 
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Singapore 


Spot  the  difference. 


There  is  really  none.  A  slice  of  Singapore.  That's  wluii  ihc  International  Tech  Park  in  India  can  now  offer  the  business 
world.  More  than  just  a  superb  work  environment,  it  is  a  mindset.  A  mindset  that  refuses  to  put  up  with  petty  infrastructure 
and  administrative  glitches.  A  mindset  that  understands  only  one  thing.  Performance.  At  the  International  Tech  Park 
you  can  look  forward  to  reliable  and  stable  power  supply,  advanced  telecommunications  and  a  high-producti\  ity 
business  atmosphere.  It  will  make  a  great  difference  to  your  company's  life  in  India.  Just  plug-in. 


INTERNATIONAL 

TECH  PARK 

Where  do  voii  work? 


Please  send  me  The  International  Tech  Park  brochure. 
Name: 


.Address:. 


.Tel:. 


.Fax: 


TeciMH)lo<,'v  Parks  Marketing  Services  Pte  Ltd,  73  Science  P.ni  Onw,  -01-01   02  CINTECH  I,  Sinu-H^^n^  Science  Park, 
Singapore  1 18254.  Tel:  (65)  872  2911.  Fax:  (65)  872  1911. 
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Our  customers 
are  very  fond  of  Tee  Breaks. 
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Monday,  15.45  hrs.  Golf  course. 


(Here's  why  they  can  afford  to  take  them.) 

When  it  comes  to  choosing  critical  technology  to  grow  your  operations, 

you  could  either  get  stuck  in  a  bunker  or  drive  straight  down  the  green. 

145  customers  in  43  countries  around  the  world,  relate  CITIL  software  to 

sunlight  on  a  well-manicured  golf  course.  A  feeling  of  peace  of  wind. 

With  our  rich  experience  in  Banldng  and  Financial  Systems,  we  ensure  you 

get  the  right  solution  for  every  situation.  Solutions  that  are  customized  to  best 

suit  your  specific  needs.  1 1  support  centres  worldwide  play  the  unobtrusive  role 

of  caddy  and  ensure  you  get  prompt  assistance  when  you  need  it. 

Discover  the  pleasure  of  working  with  a  company  that  has  been  rated  among 

tlie  top  2%  of  software  companies  in  the  world  iov  process  maturity 

(SEI-CMM  Level  4).  With  a  sharp  focus  on  banking  and  financial  software. 

And  rich  experience  in  off-shore  execution  of  large  and  complex  projects  in 

leading  edge  technologies. 

So  leave  your  banking  automation  needs  to  us.  And  take  time  off 
to  chase  that  elusive  hole-in-one. 

ClTlL  Products 

•  MicroBanker  -  Integrated  Corporate  Banking  Solution 

•  Finware  -  Retail  Banking  Solution 

•  FlexiCUBE  -  Next  Generation  Banking  Software 

•  FundsPower  -  Mutual  Funds  Solution 

CITIL  Services 

•  Centre  of  Excellence  for  DataWarehousing 

•  Internet  Solution 

•  Process  and  Quality  Management  Solutions 

•  Custom  Solutions 

C/T/L 

Citicorp  Information  Technology  Industries  Ltd. 

International  Marketing  Group 

603, 7th  Floor,  Floral  Deck  Plaza,  MIDC,  Andheri  (East),  Mumbai-400  093.  India. 
Tel:  91-22-8235191,  Fax:  91-22-8235231  E-mail:imgbom@giasbm01.vsnl.net.in 

Citicorp  Information  Technology  Inc. 

4,  Sylvan  Way,  Parsippany,  N.J.-07054.  U.S.A.  Tel:  -t-1  201  3977 All,  Fax:  1  201  6443247. 


ization  and  contract  out  those  process€ 
that  are  high-cost  and  offer  low  adde 
value. 

In  the  past  few  years,  organization 
outsourcing  their  IS  functions  to  Indi 
have  been  able  to  substantially  cut  cost 
in  software  development  projects  and  Ml 
applications,  while  maintaining  higl 
quality  through  state-of-the-art  tech 
nologies. 

HIGH  QUALITY 

Within  India's  software  industry,  5 
software  companies  have  already  gainec 
ISO  9000  certification  -  a  testament  to  the 
industry's  quality  and  maturity.  Anothei 
112  companies  also  are  poised  to  gair 
certification,  earning  India  the  distinctior 
of  having  more  ISO  9000  certifiec 
companies  in  the  software  sector  than  an^ 
other  country  in  the  world. 

Majesco,  the  U.S.  subsidiary  of  the 
Indian  company  Mastek,  is  just  one 
example  of  the  high  caliber  of  India's 
software  companies.  Established  in  1982 
the  Mastek  group  is  an  ISO  9001- 
certified  software  house  with  sales 
and  support  offices  in  the  U.S.,  U.K., 
Singapore,  Malaysia,  Australia  and  India. 
The  company's  U.S.-based  management 
provides  control  of  U.S.  activities,  as  well 
as  proven   on-site  and   offshore   models 

4,000 


WHEREVER 


YOU   DO  BUSINESS  IN   INDIA 


BOMBA  Y:  The  Taj  Mahal  Hotel 

old  world  elegance  with  modem  facilities. 


The  Taj  Mahal  Hotel.  NEW  DELHI 
a  home  away  from  home  for  the  leaders  of  the  world. 


NEW  DELHI:  Taj  Palace  Hotel, 

luxurious  comforts:  from  grand  lobby  to  exclusive  Club  Floors. 


The  Taj  West  End,  tlAI\GALORE 
charming  cottages  and  villas  set  amidst  20  tropical  acres. 


MADRAS:  Taj  Coromandel, 

contemporary  elegance  with  an  air  of  relaxed  efficiency. 


Taj  Bengal,  CALCUTTA 
a  tranquil  oasis,  far  from  the  ordinary. 


THINK  TAJ. 


BOMBAY  *  NEW  DELHI  *  MADRAS  *  CALCUTTA  *  BANGALORE 


One  of  the  many  advantages  enjoyed  by  guests  of  Taj  Luxury  Hotels  is  the  prestigious  address.  This  is  true  of  all  our  grand  luxe 
properties.  The  ultimate  business  address:  central  to  the  commercial  hub  and  the  very  embodiment  of  social  life.  Much  has  been 
written  in  praise  of  the  Taj  Experience.  Yet,  even  regular  guests  will  be  very  pleasantly  surprised  upon  their  return,  as  we  have  recently 
invested  over  US$100  million  in  refurbishing  all  Taj  Luxury  properties.  We,  now,  modestly  boast  the  finest  guest  rooms  and  business 
centres  in  all  India.  Add  to  this  24-hour,  round  the  clock  facilities,  late  night  operations  of  our  travel  ticketing  services,  the  indulgently 
exclusive  Business  Floors  and  the  finest  dining  in  the  city.  In  short,  no  one  else  can  offer  you  India  like  Taj  Luxury  Hotels. 

^l| 


A 


TAJ  LUXURY  HOTELS 


'Tixflsadin^JlotelsoftbffWodd. 


THETAJ  GROUP.  INDIA'S^Vij.  SOUTH  \S\\S  finest. 


LOOK  US  UP  ON  httpi/Avww.travelweb.com/thisco/taj/commoix/taj.html. 


FOR  BOOKINGS  FAX  BOMBAY  (91-22)  283-7272  OR  CALL  'TlMF]sadmfl1otekofth(FWorU.\J  TB.  L.  \^  OR  YOUR  TRAVEL  PLANNER. 

TAl   LUXURY   HOTELS:  THt   TAl    MAHAL   HOTFL.   BOMBAY;  THE   TAl   MAHAL   HOTEL.   NEW   L")  E  L  H  I :  TA|    PALACE   HOTEL.   NEW   L'^ELHI: 
TA|    BENGAL.  CALCUTTA:  THE   TA|   WEST   END.   BANGALORE:  TA)   COROMANDEL.   MADRAS. 

A  colour/ill  Jirccion  o/ ihi'  hoich  is  availahk.  Please  fa.\  your  ivijucsi  id  ('^1-22)  28i-7 27 2  quoting  "T.'yFORB" 
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Collaborative 
Outsourcing 

For  Client/Server  and 
Web  Applications 

>  Fully  Staffed  US  office  with  over 
1 00  experienced  professionals. 

>  Extensive  experience  in  multiple 
Client/Server  environments. 

>  Cross  application  expertise  in 
Finance,  Manufacturing,  Sales, 
Distribution,  Banking,  Supply 
Chain  Management,  Transp- 
ortation, ERP,  Securities, 
Services  and  Customer  Asset 
Management. 

>  Proven  on-site/off-shore  model 
that  supports  multiple  develop- 
ment approaches  ~  Waterfall, 
Prototyping,  RAD  and  Distributed 
Component. 

>  Expertise  in  managing  software 
products  and  "high  availability" 
systems. 

>  US  based  management  to  provide 
"local"  control  of  ongoing  activity. 

Majesco  is  the  US  subsidiary  of 
Mastek.  Established  in  1982,  the 
Mastek  group  is  an  ISO  9001  certified 
software  house,  employing  over  650 
full  time  professionals.  The  group  has 
sales  and  support  offices  in  USA,  UK, 
Singapore,  Malaysia,  Australia  and 
India. 

To  find  out  more  about  our  successes, 
visit  us  at  www.majesco.com  or 
contact  us  at  1 -888-4MAJESCO. 

Majesco  Software  Inc., 
4699  Old  Ironsides  Dr.,  #350 
Santa  Clara,  CA  95054. 
Tel:  (408)-980-1978 
Fax:  (408)-980-1255 

MAJESCOSI 

A    MASTEK    SUBSIDIARY 


that  support  multiple  development 
approaches;  extensive  experience  in 
multiple  client-server  environments  and 
a  fully  staffed  U.S.  office  with  over  100 
experienced  professionals.  Mastek's 
high-quality  contributions  have  landed 
the  company  a  high  volume  of  repeat 
orders.  Says  Peter  Thompson  of 
Mitsubishi,  "Majesco  was  instrumental 
in  building  the  non-ERP  platforms, 
especially  Data  Warehousing  using 
Power  Builder  and  Oracle.  This  database 
and  its  specialized  front-ends  are 
essential  to  the  continuing  improvement 
of  our  planning  and  reporting  process.  I 
was  especially  pleased  that  they  could 
work  with  our  end  users  and  learn  the 
business  requirements  associated  with 
the  applications." 

OFFSHORE  SOFTWARE  DEVELOPMENT 

Offshore  software  development  is  one 
of  the  competitive  advantages  that 
Indian  software  companies  provide  to 
clients.  By  using  high-speed  datacom 
links  (64  kbps,  2mbps  and  above)  users 
in  India  can  gain  on-line  access  to 
computers  anywhere  throughout  the 
world  on  a  real-time  basis.  Clients 
located  10,000  miles  away  from  India  are 
able  to  monitor  software  development 
minute-by-minute,  ensure  quality  checks 
and  communicate  with  the  programmers 
as  if  they  were  sitting  in  the  next  room. 

Even  with  the  12-hour  time-zone 
difference  between  the  U.S.  and  India, 
high-speed  datacom  links  can  provide  a 
virtual  24- hour  office  environment  to  a 
U.S.- based  client.  The  impact  on  large 
projects  -  including  those  involving 
remote  software  maintenance  using 
video  conferencing  -  has  been 
significant,  both  in  terms  of  time  and 
lower  costs. 

INFRASTRUCTURE 

Advanced  infrastructure  is  essential  to 
any  software  development  activity,  a 
fact  that  led  India's  government  to 
create  numerous  "software  technology 
parks."  Today,  these  parks  exist 
throughout  India  in  such  places  as 
Noida,  Hyderabad,  Bangalore,  Pune, 
Ahmedabad,  Bhabaneswar,  Chennai, 
Indore  and  Jaipur,  among  others. 

India's  government  has  also  encour- 
aged private  companies  to  develop 
infrastructure  and  facilities  to  support 


high-tech  information  technoloci 
telecom  and  software  companies. 
Bangalore,  one  such  high-tech  pa 
called  International  Tech  Park,  is  neariil 
completion.  The  first  of  its  kind,  tt 
park  is  ideal  for  high-tech  compani 
developing  software,  electronics  ar 
telecommunications  technology.  Situat(| 
on  68  acres,  the  park  offers  modern  offi 
space,  residential  living  space,  a  busine] 
center  and  a  country  club  -  ameniti 
that  have  already  drawn  the  attention 
top  international  software  compani 
looking  to  set  up  operations  in  India.  /| 
the  park,  the  high-speed  dataco 
facilities  are  provided  by  Videsh  Sanch 
Nigam  Limited. 

Visiting  business  people  will  fir 
more  than  advanced  infrastructut 
in  India's  high-tech  cities.  The  T. 
Group  of  Hotels  -  The  finest  chain  ( 
hotels  in  India  -  offers  luxurioL 
accommodations  to  match. 

India's  skilled  engineers  are  anothe 
of  its  strengths,  thanks  to  the  mor 
than  160  universities,  460  engineerin 
colleges  and  700  private  institutes  the 
provide  training  in  computer  science 
India's  115,000  engineering  graduate 
constitute  the  second-largest  pool  c 
new,  English-speaking  I.T.  professiona 
in  the  world. 

Outsourcing  to  Indian  softwar 
companies  provides  many  competitiv 
advantages,  including  high  quality  am 
reliability,  state-of-the-art  technologic 
and  the  ability  to  save  time  am 
money  on  projects.  With  its  high-tecl 
infrastructure,  skilled  workforce  an 
offshore  development  capabilities 
India  -  the  software  paradise  -  is  th( 
most  logical  choice  for  meeting  you 
company's  software  requirements. 


The  author,  Dewang  Mehta,  is  executive  directo 
of  India's  National  Association  of  Software  anc 
Service  companies  (NASSCOM). 

Marketed  by  Mediascope,  FORBES  representative; 
for  India. 


Produced  by  Adil  Jilla,  MEIAC,  U.K. 
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HE  MOST  FRIGHTENING  PHRASE  in  modem 

working  life  is  no  longer  "You're  fired" 
(millions  of  jobs  go  begging,  and  if  you 
don't  like  diem,  invent  your  own),  but 
"24/7."  In  the  perpetual  world  of  global 
business,  the  workday  never  really  ends.  Cap- 
ital hops  from  one  stock  exchange  to  the  next 
through  the  night,  email  arrives  at  2  a.m.,  the 


John  Nordlinger 

Yoga  Instructor 
PAGl  20.J 


big  customer  call  from  India  rings  just  before 
dawn — and  morning  brings  a  world  entirely 
changed  from  the  night  before.  The  good  news 
is  that  thanks  to  the  Internet,  laptop  comput- 
ers, cell  phones,  and  beepers  we  can  now  work 
at  the  beach.  The  bad  news  is  that  we  can 
never  get  away  from  it,  we  can  never  again 
afford  to  be  asleep. 
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JOHN  SCIJIIFY 


A  Virtual 

Resurrection 


John  Sculley,  58,  was  president  of  PepsiCo.  In  1985  he  went  to 
Apple  Computer  and  was  forced  out  eight  years  later.  This 
ousted  CEO  now  invests  in  small  technology  companies. 

PEOPLE  COME  UP  TO  ME  all  the  time  and  say, "Wow,  you 
i    look  great.  You  look  like  you're  having  a  great  time." 
1    I  don't  remember  them  saying  that  when  I  was  run- 
ning Apple. 
I  have  a  virtual  job.  I've  defined  my  life  around 
the  things  that  I  like  to  do. 

I  have  bought  and  invested  in  a  number  of  companies  in 
Silicon  Valley  and  in  Israel.  They  are  focused  on  interactive 
media  and  services  for  the  next  generation  of  the  Internet. 

I'm  not  interested  in  the  first  generation  of  the  Web.  Thus 
far  it  has  bifurcated  into  stuff  that  is  really  useful,  like  email 
and  messaging  and  chat  services  and  finding  information, 
and  stuff  that  is  mostly  a  curiosity. 

It's  still  an  awful  lot  like  CB  radio:  It's  a  phenomenon, 
but  it  doesn't  do  very  much  that's  useful.  I'm  more  inter- 
ested in  that  second  stage.  How  do  you  make  a  parallel 
between  CB  radio  and  cell  phones?  In  other  words,  how  do 
you  cross  over  to  stuff  that  has  high  utility  and  is  media 
rich?  The  stuff  that  everyone  will  be  using? 

I'm  interested  in  business-to-business  services  on  the 
Net.  Real  estate,  travel,  automotive  auctions,  electronic  cata- 
logs, and  many  other  things  that  can  combine  high-quality 
photo  imaging  that  works  in  real  time.  Hypervideo.  It's  high- 
bandwidth  content  and  doesn't  deliver  well  over  today's  Web 
but  will  on  the  next-generation  Web. 

I'm  not  the  technologist  in  all  this.  I'm  different  from  a 
traditional  venture  capitalist,  too,  in  that  I'm  not  managing 
the  fund,  I'm  investing  my  own  money. 

A  virtual  job  is  a  real  job,  believe  me.  I  work  all  the  time, 
but  I  control  it  myself.  I  don't  have  a  boss.  The  UPS  strike  last 
summer  brought  up  the  huge  controversy  about  contract 
workers.  In  a  sense,  contract  workers  have  virtual  jobs,  too. 


But  there  is  a  qualitative  difference.  A  virtual  job  is  fabu- 
lous if  you  are  highly  skilled.  It's  not  necessarily  as  fabulous 
if  you're  lowly  skilled.  If  you're  lowly  skilled,  you're  essen- 
tially taking  one  or  more  virtual  jobs  to  get  enough  income 
to  be  able  to  support  your  lifestyle.  Contract  workers  have 
to  work  very  hard  and  don't  get  the  benefits  of  full-time 
workers.  More  and  more  job  creation  in  America  is  going 
to  contract  work  whether  we  like  it  or  not.  It's  a  reason  to 
become  highly  skilled. 

I  can  do  my  virtual  job  wherever  I  choose  to  do  it.  I 
can  do  it  in  Maine,  where  I  live  a  good  deal  of  the  time.  I  can 
do  it  from  my  office  in  New  York  and  can  just  as  easily  be 
in  Israel  or  Silicon  Valley. 

There  are  prices  you  pay  for  a  virtual  job.  You  still  have  to 
use  a  lot  of  conventional  technology,  like  airplanes  and  taxis 
and  cars.  I'm  constantly  on  the  road.  I'm  usually  in  Califor- 
nia each  week.  When  I'm  not,  I'm  on  the  East  Coast,  Europe, 
or  in  Israel.  There  is  a  tremendous  amount  of  travel.  Part  of 
this  type  of  virtual  job  is  that  you've  got  to  find  a  way  that 
you  travel  well.  In  my  case  I  travel  well  at  night  because  I  sleep 
perfectly  on  planes. 

Every  day,  I  start  early,  because  Israel  is  seven  hours  ahead 
of  the  East  Coast.  I'm  usually  on  the  phone  at  5  in  the  morn- 
ing with  Israel  for  a  couple  of  hours.  If  I'm  in  Maine,  I'll  then 
do  something  with  my  family  for  two  or  three  hours.  By  the 
time  California  wakes  up,  I'm  back  on  the  phone  again.  There 
is  no  such  thing  as  an  8  to  5  existence  anymore. 

It's  much  more  interesting  work  than  running  Apple  or 
Pepsi,  because  of  the  ability  to  move  quickly,  to  try  many 
things,  to  work  with  many  people  unencumbered  by  a  tra- 
ditional hierarchical  organization. 

One  thing  I  learned  that  kills  those  organizations  is 
inherent  in  the  way  they  operate.  Someone  who  is  good  at 
one  thing  gets  promoted  to  do  something  entirely  different. 
Often  a  very  good  sales  or  marketing  executive  gets  promoted 
to  be  an  executive  of  something  that  he  or  she  may  ►20S 


Photography    by   Jeffrey    Markawitz/SYGIvIA 
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FROM      SHARP      MINDS 

COME      SHARP      PROOU 
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The  colors  are  vivid.  But,  it's  not  \he  sunrise,  it's 
Mobilon,  the  handheld  PC  with  full  color  LCDbacklit 
screen  that  worlds  lil^e  your  desktop  computer.  So, 
now  you  can  access,  process  and  use  information, 
anytime,  anyplace. 

Mobilon  features  unique  One -Touch™  application  kej 
and  a  wide  keyboard,  designed  by  the  world  leader  in 
handheld  devices,  Sharp. 

Mobilon  runs  the  latest  Microsoft  Windows  CE2.( 
So  you  can  browse  the  Web  and  deliver  PowerPoint 
presentations  in  brilliant  color. 

There's  Pocket  Word  and  Excel,  too.  And  with  Sharp'; 
PC  card  Digital  Camera*  Image  Editing  software  and 
Voice  Recorder,  you  can  take  pictures,  add  a  voice 
message  and  e-mail  multimedia,  attachments  back  to 
the  office.  With  Mobilon  you've  got  information,  mobiiit 
and  power. 


©1997  Sharp  Electronics  Corpcration.AII  trademarks  and  registered 
trademarks  are  property  of  ttieir  respective  hoiders.'Optional  accessory. 


www.sharp-usa.com 
800-BE     SHARP 
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LARRY  GEISEL 


The  Old  Man 
and  the  Web 


- 


Larry  Geisel,  56,  is  chief  information  officer  of  Netscape 
Communications.  He  recently  was  a  technology  vice  president 
at  Xerox  and  spent  17 years  starting  software  companies. 


I  AM,  I  BELIEVE,  THE  OLDEST  employee  at 
Netscape,  even  though  CEO  Jim  Barksdale 
calls  me  son.  I'm  supposed  to  be  a  thought 
and  technology  leader,  which  paints  a  pic- 
ture of  the  challenge  I  face  staying  current. 
I  find  myself  digitally  connected  almost 
round  the  clock.  If  I  don't  check  my  email  every 
hour  or  two,  if  I  don't  check  my  voice  mail  every 
hour,  if  I  don't  keep  a  pager  handy,  I  become 
very  disconnected  and  very  uncomfortable.  I 
haven't  taken  a  vacation  of  any  consequence 
since  I  arrived.  When  you're  getting  several  hun- 
dred email  messages  a  day  and  several  dozen 
voice  mail  messages  a  day  and  a  few  pages  a  day, 
the  idea  of  going  off  on  vacation  for  two  weeks 
without  being  digitally  connected  is  almost 
inconceivable.  There's  a  little  voice  in  the  back 
of  my  head  nagging  me,  "Well,  I  better  check  my 
email;  I  better  check  my  voice  mail." 

I  spend  about  a  third  of  my  time  in  customer- 
centered  roles,  either  directly  calling  on  cus- 
tomers or  prospects,  or  having  a  presence  in 
forums  with  other  CIOs.  I've  initiated  a  few  sales 
calls,  largely  because  of  my  professional  interac- 
tion with  CIOs  at  other  companies. 

It's  possible  for  technology  to  rapidly  outstrip 
the  capability  of  most  companies  to  adapt  to 
change.  We  create  opportunities  for  other  indus- 
tries, which  are  hard  for  them  to  pass  up.  Unfor- 
tunately it's  pushing  our  work  ethic  out  into 
other  industries  where  they're  not  necessarily 
ready  for  it. 


Photography   by  Jennifer   Leigh    Sauer 


I'm  concerned  about  our  security.  We  are  probably,  along 
with  the  Department  of  Defense  and  a  few  other  high  pro- 
file targets,  the  site  that  everybody  would  want  to  hack  into 
and  brag  about.  We're  under  constant  attack.  ^208 
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CRAIG  DANIJIOFF 


The  Great 

Persuader 


Craig  Danuloff,  34,  is  president  and  CEO  oflcat,  an  electronic 
commerce  company  based  in  Seattle,  Washington.  Danuloff  spends 
his  days  persuading  people  to  try  a  new  way  to  buy  and  sell. 

SCALPED  TICKETS  FOR  YEARS  AND  YEARS.  Scalping  IS  the 

purest  form  of  capitalism  because  it  is  totally  market 
driven.  It  changes  minute  by  minute.  Selling  in  the  park- 
ing lot  is  different  from  selling  at  the  front  door.  You  have 
to  deal  with  the  competition.  It's  in  real  time.  Your  inven- 
tory is  rising  and  falling  by  the  minute,  especially  for  col- 
lege football  games.  The  University  of  Colorado,  like,  sucked. 
They  were  terrible.  No  one  ever  went.  But  you  could  still  make 
money.  You  just  had  to  convince  some  old  man  out  in  his 
Winnebago  to  give  you  all  of  his  great  seats.  You  could  get 
tons  of  free  tickets  from  the  alumni.  They  just  figured  I  was 
some  student  who  couldn't  afford  a  ticket. 

These  days  I  try  to  convince  people  about  things  that  have 
never  been  done  before.  Take  our  area:  catalog  shopping.  I 
think  venture  capitalist  John  Doerr's  quote  is  true:  If  any- 
thing, the  Web  has  been  underestimated.  I  think  people  have 
no  clue  how  deeply  this  is  going  to  affect  us.  I  know  people 
in  real  estate  who  own  malls.  Ask  them  what  would  happen 
if  3%  to  7%  of  their  retail  dollars  disappeared  and  went 
to  the  Web.  Big  things  would  happen.  Rents  would  be  re- 
negotiated. The  lower-class  businesses  would  go  out.  Malls 
would  close. 

We  are  betting  and  believing  there  will  be  just  such  a  shift 
in  how  business  will  do  business.  That  people  will  start  buy- 
ing in  droves  on  the  Web.  But  it's  an  uphill  battle  trying  to 
change  people's  behavior.  It's  lots  of  missionary  work.  But  I'm 
a  good  convincer.  I  know  my  subject  matter.  I've  been  accused 
of  dwelling  on  something  until  there  is  capitulation.  I  can 
drift  toward  the  belligerent  side.  I  have  to  watch  that. 

In  the  past  six  months,  I  spent  a  lot  of  my  time  convinc- 
ing venture  capitalists  they  should  back  us.  Some  of  them  you 


can't  get  money  from  just  because  they  believe  Microsoft  is 
too  big  a  factor.  I  have  to  tell  them  that  Microsoft  is  not  going 
to  walk  all  over  us,  that  Microsoft's  entry  into  the  commerce 
business  is  only  creating  more  opportunity.  I  tell  them  that 
electronic  commerce  is  a  big  market.  It's  a  different  market. 
Microsoft  runs  on  NT.  We  support  Unix  and  Macintosh  and 
Windows.  I'm  not  saying  we  just  can't  worry  about  Microsoft, 
but  Microsoft  is  not  the  most  significant  issue  facing  us. 
Growth  is — finding  people  fast  enough  and  implementing 
systems  fast  enough.  We  have  62  people  right  now.  We're  hir- 
ing 6  to  10  a  week,  if  we  can  get  them. 

I  got  into  commerce,  and  before  that  desktop  publish- 
ing, because  it  just  seemed  the  way  things  could  be.  For  me, 
a  lot  of  times  it  is  just  about  taking  an  idea  and  knowing  it 
can  get  done.  I  like  showing  customers  how  they  will  benefit 
from  it. 

One  of  the  reasons  I  left  Aldus  in  1992  was  because  it 
became  clear  that  no  one  was  going  to  promote  me  to  do  any- 
thing significant.  I  was  a  midlevel  manager.  I  couldn't  help 
the  place  that  needed  help.  I  was  a  pretty  reasonable  trou- 
blemaker. I  would  point  out  whatever  I  thought  was  screwy. 
Aldus  was  consensus  driven  in  a  way  that  I  thought  was  really 
inappropriate.  No  one  would  ever  take  a  position.  I  used 
to  call  it  the  committee  that  never  met.  There  was  never  a 
decision.  It  was  bad.  I  didn't  even  plan  to  quit — I  was  just 
there  one  day  and  I  said,  "This  is  really  a  waste  of  time," 
and  I  just  quit. 

Desktop  publishing  happened  pretty  fast.  Commerce 
happened  10  times  faster.  It  has  its  own  life.  I  know  that  every- 
thing we  thought  three  months  ago  will  be  wrong.  I'm  con- 
stantly looking  for  something  new.  My  girlfriend  is  always 
teasing  me.  If  there's  a  package  or  something  new  that  comes 
in  the  mail,  I  have  to  open  it  before  I  do  anything  else.  I'm 
very  intense  about  this  Internet  commerce  because  I  know 
any  day  it  all  could  change.  ■ 
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Chasing  a 
Bad  Dream 


Michael  G.  McCarthy,  43,  Web  host,  runs  the  Investors'  Net-  I  haven't  had  a  vacation  in  four  years,  and  there's  not  a  single 
work.  Before  that  he  was  a  smog  checker  and  lived  in  his  car.        72-hour  period  when  I  haven't  been  onUne.  When  my  wife 

Kathy's  dad  was  dying,  we  went  to  visit  him  in  the  hospice, 

FOLLOWING  THE  SCRIPT  for  success,  a  friend  of  mine      and  I  took  the  computer  along.  It  was  kind  of  ugly,  but  I 
and  I  tried  to  start  a  mail-order  stereo  company.  I  had  to  do  it.  ■ 

What  they  leave  out  of  that  script — the 


i 


part  about  how  many  make  it  and  how 
many  fail — is  the  rest  of  the  story. 
After  we  went  into  bankruptcy,  it 
took  10  years  for  me  to  clean  up  my  credit 
record — 1986  to  1996.  A  decade  to  erase  that 
black  mark.  The  hidden  price  of  chasing  the 
dream  is  years  of  financial  trouble. 

Well,  when  all  else  fails — teach.  I  got  my 
M.B.A.  in  1986  and  immediately  landed  a  posi- 
tion on  the  adjunct  faculty.  I  was  a  part-time 
instructor  in  the  telecommunications  manage- 
ment program. 

I  got  married  and  began  looking  for  a  new 
career.  I  got  a  license  to  do  California  smog 
checks.  It  was  harder  than  my  M.B.A.  I  did  other 
things,  too,  like  bartending  on  weekends. 

I  began  to  feel  I'd  run  the  course.  I'd  lived  in 
my  car  for  six  months  when  I  got  to  California. 
I  did  the  corporate  scene  for  five  years,  then 
started  a  company,  then  went  on  to  teaching. 

Meanwhile,  I  was  dabbling  with  the  computer 
in  the  days  when  America  Online  had  just 
200,000  members.  That's  when  I  noticed  the  Per- 
sonal Finance  channel,  one  of  eight  or  nine  that 
AOL  had  at  the  time.  One  area  in  it  was  called  a 
"greenhouse."  It  cultivated  online  publishers. 

Running  a  site  is  like  taking  care  of  kids.  It's 
round-the-clock,  with  intense  spurts,  then  long 
periods  of  nothing  much  happening.  I  get  up 
in  the  morning,  check  my  email,  and  stay  on  top 
of  the  pulse  of  things.  I  don't  dare  fall  behind.  I 
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Washington,  D.C  Convention  Center 
The  Renaissance  Washington  D.C  Hotel 

Conference:  January  26-29, 1998 
Exhibition:  January  27-29, 1998 


Attend  ComNet's  20th  Anniversary  Event 


Be  A  Part  of  History  —  And  The  Future 

Broadband.  Wireless.    Internet,  Intranets,  Extranets.  Push 
and  pull  technologies.  There's  unparalleled  opportunity  in 
:he  connnnunications  and  networking  technologies  now 
gaining  in  sophistication.  And  nnonnentunn. 

ZomNet's  20th  Anniversary  Conference  and  Exhibition  — 
The  Enterprise  Network:  Front  and  Center —  gives  you 
the  unparalleled  opportunity.  Whether  you're  a  builder, 
Duyer,  planner,  or  manager  of  an  enterprise  network. 

Immerse  yourself  in  9  information-packed  conference  tracks. 
Listen  to  a  distinguished  cadre  of  speakers  including  3Com's 
Chairman  &  CEO,  Eric  Benhamou,  Marimba  Inc.'s  President 
&  CEO,  Kim  Polese  and  Bell  Atlantic's  Vice  Chairman, 
President  &  COO,  Ivan  Seidenberg.  Join  Vinton  Cerf,  the 
father  of  the  Internet,  and  ethernet  inventor  and  Internet 
contrarian  Bob  IVIetcalfe  as  they  square  off  in  a  lively  discussion, 
moderated  by  Stewart  Alsop,  about  the  Internet's  future 
and  what  that  future  will  mean  to  you.  And  accompany 
50,000  of  your  colleagues  to  view  over  500  exhibiting 
companies  at  the  #1  show  for  new  product  launches. 

4  #1  Show  For  New  Product  Introductions 

♦  9  Targeted  Conference  Tracks 

Network  Management  and  Design  •  Switching 
Tools/Technologies/Strategies  •  Collaborative 
Networking  •  The  New  WAN  •  Enterprise 
Intranets  •  Network  Reliability/Perfornnance  • 
Remote  Network  Access  and  Security  •  Global 
Telecomm:  Issues  and  Answers  •  Open  Forum 

♦  Intranet  Village  (co-sponsored  by  Network  World 
and  Vertical  Networks) 

A  gathering  of  companies  with  products  to  help 
you  design,  build  and  manage  your  Intranet. 

For  general  event  information  visit  our 
Web  site  at  www.comnetexpo.com 
or  call  800-545-EXPO. 
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Please  send  me  more  information  about 
ComNet's  20th  Anniversary  Conference 
and  Exhibition. 


□  Attending    □  Exhibiting 

Name 

Title  


FAS 


Company. 
Address  _ 
City 


State 


Zip- 


Phone 
Fax 


email 

Fax  to:  781-440-0357.   Or  Mail  to:    ComNet  '98, 

1400  Providence  Highway,  PO   Box  9127,  Norwood,  MA  02062, 
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JOHN  NQRDLINGFR 


The  Aching  Heart 
of  High  Tech 


John  Nordlinger,  34,  is  a  product  manager  for  Microsoft's  SQL 
Server  and  a  yoga  instructor. 

I  DO  YOGA  TO  ALLEVIATE  THE  DISCOMFORT  that  the  com- 
puter brings  and  because  it  stopped  the  unbelievable  chest 
pains  I  was  getting.  I  work  about  10  to  12  hours  a  day, 
and  about  10  to  12  of  those  hours  are  on  a  computer. 
Working  at  Microsoft  is  really  challenging  and  really 
stressful.  You  are  motivated  for  the  technology, 
motivated  for  the  prestige.  And  you  are  motivated  for 
the  golden  carrot.  Microsoft  is  fantastic  at  motivat- 
ing workers,  but  the  result  can  be  a  lot  of  stress. 

After  a  long  day,  my  eyesight  starts  to  degrade  and 
my  shoulders  feel  tight.  Travel  is  really  hard.  Last  week 
I  flew  to  Chile  and  presented  for  two  days,  then  flew 
back.  Next  week  1  fly  to  Singapore,  then  I  go  to  Beijing, 
then  Hong  Kong.  By  the  end  of  all  that,  my  body  gets 
pretty  run  down.  You  can  easily  pick  up  respiratory 
problems.  When  I  worked  at  Oracle,  I  traveled  to  the 
East  Coast  and  got  a  mild  form  of  pneumonia. 

I  first  started  doing  yoga  when  I  was  in  school  at 
Northeastern  in  1985.  At  the  time  I  was  getting  unbe- 
lievable chest  pains.  I  couldn't  breathe.  I  was  having 
this  overwhelming  pain,  and  I  didn't  know  why.  Some- 
times the  pain  was  so  great  I  would  fall  on  the  ground 
in  the  fetal  position.  I  basically  would  try  to  calm 
myself  down  until  the  pain  stopped. 

I  went  to  Beth  Israel  Hospital,  and  my  doctors  said 
it  was  either  an  inflammation  of  the  lining  of  the  lungs 
or  the  lining  of  the  heart.  They  gave  me  some  anti- 
inflammatories, but  they  didn't  really  work.  I  didn  t 
feel  the  pain  lessen  dramatically.  I  was  thinking  that 
I  could  no  longer  exert  myself,  that  I  could  no  longer 
do  the  triathlons  and  marathons  that  I  was  doing.  I 
thought  my  condition  was  very  serious.  Then  I  took 
a  yoga  class  to  improve  my  posture  for  swimming, 
and  my  teacher  showed  me  how  to  do  this  one  posi- 
tion. When  I  did  it,  it  felt  like  ribbons  across  my  chest 


were  being  cut.  My  pain  went  away.  I  was  able  to  exert  myself 
again.  I  was  stunned.  All  of  a  sudden,  yoga  was  teaching  me 
what  one  of  the  best  hospitals  couldn't.  It  really  shook  up  my 
belief  systems,  my  whole  concept  of  Western  science. 

After  that,  I  got  more  seriously  into  yoga.  When  I  started 
working  at  Oracle  in  1993  as  technical  director  of  the  Digital 
Equipment  product  line,  I  was  teaching  yoga  a  little  bit. 
I  taught  a  class  or  two  out  of  my  home.  Now,  since  I've  ^209 
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We  were  the  first  to  offer  high- end  legal  staffing,  and  we  are  second  to  no  one 
7  permanent  and  temporary  placement  of  attorneys  and  paralegals.  Case  closed. 
For  information,  call  l-888-GO-KELLY,  or  visit  us  at  www.kellyservices.com 


Kelly  Temporary 
Services" 


Kelly  Technical 
Services'" 


Kelly  Staff  Leasing' 


The  Wallace  Law 
Registry® 


Kelly  Scientific 
Resources™ 


Kelly  Assisted 
Living® 


Kelly  Management 
Services" 


KELLY 

SERVICES 


1997  Kelly  Services,  Inc.  All  rights  reserved.  An  equal  opportunity  employer. 
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The  solution 
to  your  technology  problem 
might  not  need  reinvention. 

It  may  already  exist  right  here. 

Chances  are,  we  can  put 

the  right  technology  in  your 

hands  from  100,000  researchers 

covering  $70  billion  annually  in 

government  funded  projects. 

From  fields  of  biotech, 

materials,  sensors,  or  just  about 

anything  -  our  technology 

match-making  is  faster  and 

less  expensive  than  yours. 

The  National  Technology 

Transfer  Center.  It's  the  fastest  way 

to  the  right  solution. 


1-800-G78-G882 
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RUNNING      AT 


GUY  KAWASAKI 


Enthusiasm 

under  Fire 


Guy  Kawasaki,  43,  corporate  evangelist,  /5  an  Apple  fellow  i  always  made  me  immediately  send  a  thank-you  note  for  birth- 
ant/  Apple's  chief  advocate.  He  is  the  author  of  six  books,  includ-      day  and  Christmas  gifts  when  I  was  a  kid. 
ing  How  to  Drive  Your  Competition  Crazy.  '        The  much-maligned  EvangeList  mail  list  server  is  ^209 


IF  YOU  LIKEN  Apple's  BATTLE  with  Windows  to 
the  Gulf  War,  then  I  am  stuck  behind  enem\ 
lines  in  a  hot,  dirty  hole  covered  with  sweat, 
urine,  and  crap.  My  job  is  to  foster  fervor  and 
zeal  for  Apple  Computer — or  perhaps  more 
accurately,  for  the  Macintosh  platform — 
among  the  Macintosh  cult.  These  are  the  folks 
who  love  Macintosh  because  it  is  cooler,  faster, 
and  easier  to  set  up.  They  believe  that  a  com- 
puter should  make  you  stand  out,  not  fit  in.  What 
they  lack  in  strategic  insights,  they  make  up  in 
passion.  Sometimes  I  feel  like  I'm  the  mayor  of  a 
community  of  moles  that  live  under  Manhattan. 
It's  getting  tougher  and  tougher  to  evangelize 
Macintosh  because  of  the  constant  pounding  by 
the  press  and,  mea  culpa,  the  stuff  we  do  to  our- 
selves. Tapping  the  Gulf  War  analogy  one  last 
time,  working  for  Apple  these  days  is  like  being 
in  Baghdad  on  the  first  night  of  Desert  Storm. 
You  would  think  that,  at  the  very  least,  people 
who  are  willing  to  fight  the  Microsoft  hegemony 
shouldn't  have  to  pay  federal  income  tax. 

My  primary  weapon  is  the  Internet:  email, 
EvangeList  mail  list  server,  and  the  EvangeList 
Web  site.  I  get  about  150  emails  a  day,  and  I  try 
to  read  them  all  and  answer  as  many  as  I  can 
myself — I  think  our  customers  deserve  that. 
Frankly,  I'm  a  slave  to  email.  It's  the  first  thing  I 
check  in  the  morning,  the  last  thing  I  do  at  night, 
and  most  of  what  I  do  during  the  day.  I'm  so  anal 
about  unanswered  email  because  my  parents 
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TERRYJONFS 


The  Last  Book 


Terry  Jones,  49,  is  chief  information  officer  of  The  Sabre 
Group,  a  subsidiary  of  Texas-based  AMR  and  the  largest  com- 
puterized reservation  company  in  the  world. 

I  LIKE  THE  FAST  PACE  of  technology.  But  sometimes  I'm 
reminded  that  it  can  be  stupid.  For  example,  I  had  an 
opportunity  to  lead  a  project  in  France.  We  built  a  reser- 
vation system  for  the  French  railroad.  We  took  150 
people  out  of  Texas  and  dropped  them  in  Paris. 
One  of  the  problems  we  had  early  on  was  that  the 
French  complained  we  were  eating  lunch  at  the  desk.  The 
French  said,  "Not  only  do  we  stop  for  lunch  but  we  go  out  for 
lunch."  Of  course,  the  French  are  right  about  that,  but  the 
French  economy  is  not  doing  very  well.  In  the  end,  we're  in 
software  and  it's  not  War  and  Peace.  Maybe  we  should  go  to 
lunch.  But  we  don't.  What  the  hell. 

Even  within  our  company  we  have  some  frustrating  chal- 


lenges. There  are  still  a  lot  of  people  who  think  the  old  way. 
They  think  there  is  a  lot  of  time  to  get  things  done.  They  don't 
turn  on  a  dime.  It's  hard  to  change  a  culture.  The  number-one 
thing  in  an  airline  is  safety.  Absolutely  number  one.  But  when 
you're  running  an  Internet  business,  it's  about  taking  risks. 

Where  else  but  the  Internet  could  you  put  out  software 
that  doesn't  work,  just  call  it  a  test,  and  people  put  up  with 
it?  You  would  never  do  that  with  airline  software.  It  must  work 
flawlessly. 

The  thing  I  miss  most  now  with  all  the  technology  is  books 
on  tape.  I  loved  them.  In  the  car,  commuting.  Until  three  years 
ago  I  would  listen  to  everything  from  Winston  Churchill's 
history  of  World  War  II  to  The  Rise  and  Fall  of  the  Third  Reich. 
Heavy  stuff.  If  I  read  it  at  home,  I  would  fall  asleep. 

You  know  what  ruined  it?  I  got  a  phone  in  the  car.  It  really 
extends  my  day  a  lot.  So  I  get  a  lot  of  work  done  with  a  phone 
in  the  car,  but  I  can't  listen  to  tapes  anymore.  ■ 


OvUlivY  care  about  at  all.  Engi- 
neers or  extremely  good  programmers 
get  rewarded  by  getting  promoted  to 
running  the  engineering  department. 
Few  will  turn  down  the  promotion,  but 
they  end  up  in  a  position  that  doesn't 
use  their  talents  and  skills  and  that  they 
don't  even  like.  The  organization  gets 
completely  bogged  down  with  people 
who  are  not  doing  what  they  were 
originally  hired  to  do. 

The  new  model  of  work  gives  you  the 
chance  to  be  rewarded  for  what  you  do. 
That's  a  fundamental  change. 

It's  a  relief  not  to  be  at  Apple  any- 
more, but  I  still  have  strong  feelings  for 
the  company.  It  was  incredibly  disap- 
pointing to  watch  what  went  on  at  Apple 
for  the  last  few  years.  Still,  I'm  an  opti- 
mist by  nature.  I've  consistently  felt  that 
Apple  could  be  brought  back.  It  has  a 
shot  now.  I'm  pleased  about  that.        ■ 


A^^•_|  199'^  I'm  also  focused 
Vjvlwwl  on  meeting  the  business 
needs  of  Netscape.  This  means  making 
sure  that  we're  never  stymied  because 
I  haven't  put  enough  infrastructure 
capacity  in  ahead  of  time,  in  terms  of 
bandwidth  or  the  ability  to  support 
additional  traffic  on  the  Web  site.  We 
have  six  buildings  going  up  within  a 
block  of  here.  Four  more  going  up  next 
year.  So  you  get  this  constant  rhythm 
of  growth. 

A  good  portion  of  my  time  is  spent 
after  hours  in  a  learning  mode.  I  read 
everything  that  I  can  get  my  hands  on 
electronically  that's  germane  to  what 
we're  trying  to  do,  what  our  customers 
are  trying  to  do,  what  the  competition 
is  trying  to  do,  and  to  how  we're  using 
IT  in  the  business. 

I  used  to  get  tons  of  paper  subscrip- 
tions to  publications.  Nowadays  I  shun 
them.  If  I  can't  get  the  information  elec- 


tronically, I  don't  have  time  for  it. 

I  do  manage  to  read  quite  a  few 
books,  currently  stuff  like  Net  Gain, 
Moral  Politics,  Inside  the  Tornado.  Future 
Perfect  is  an  old  book,  but  I  revisited 
it  again. 

Until  I  really  learn  to  find  ways  to 
channel  huge  amounts  of  energy  into 
something  else,  I'll  probably  keep  work- 
ing. I'm  just  the  type  of  person  who 
needs  to  be  very,  very  active.  I'm  not 
sure  how  I  would  channel  all  that  energy 
into  mere  leisure.  It  does  raise  questions 
about  people  of  my  era.  When  will  we 
retire?  And  what  constitutes  retirement? 
In  an  age  where  we're  creating  the  abil- 
ity to  market  knowledge  indefinitely, 
independent  of  age,  and  to  make  small 
businesses  seem  large  and  large  busi- 
nesses seem  small — via  the  Net — in 
theory,  there  may  be  no  point  at  which 
we  will  be  forced  to  retire.  It  will  be  a 
matter  of  choice.  ■ 
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204  A  left  Oracle 
and  come  to  work  at 
licrosoft,  I'mTeaching  yoga  to  Microsoft 
pople. 

Teaching  is  really  satisfying.  It's  a  spiri- 
lal  thing.  I  can  help  people.  Just  by  lift- 
ig  their  sternums,  people  tend  to  smile 
lore.  Their  faces  begin  to  relax.  If  you  can 
elp  someone  get  in  tune  with  their  body, 
and  up  straighter,  smile  wider,  the  results 
an  be  immediate  and  quite  significant.  If 
bmeone  is  overbearing,  a  deeper,  more 
jflective  breath  can  teach  them  to  be  more 
ooperative. 

Superficially,  there  is  a  religion  on  cam- 
us  here.  It's  technology.  People  here  gen- 
rally  are  good  with  technology  and  they 
ke  it.  But  they  aren't  completely  dedicated 
3  it.  There's  more  to  their  lives  than  that. 
4ost  Microsoft  people  branch  out  in  other 
reas.  You  embrace  the  technology,  but  you 
ind  it  is  deficient,  so  you  go  and  enhance 
rour  life  with  something  additional.  Yoga 
[an  provide  a  balance  to  technology.  I  think 
nany  of  my  students  are  looking  for  this 
piritual  side.  I  suppose  in  a  way  I  am  too. 
5ut  I  am  a  child  of  the  technological  age: 
'  do  yoga  because  I  wake  up  some  morn- 
ngs  in  pain.  There  should  be  a  greater  spir- 
tual  reason  for  me  to  do  it,  but  for  me  to 
nvent  a  reason  would  be  insincere.         ■ 


Kawasaki 


207  M  my  way  to  com- 
municate with  300,000 
Vlacintosh  fans.  Basically,  we  send  out 
aews,  tips,  requests,  and  action  items  to 
hose  on  the  list,  to  counter  the  prepon- 
derance of  negativism  about  Apple.  The 
ast,  action  items,  has  gotten  us  in  trouble 
because  when  we  refer  subscribers  to  par- 
ticularly brain-dead  articles,  the  journal- 
ists who  wrote  them  tend  to  get,  shall  I  say, 
"passionate"  responses.  For  all  their 
bravado,  journalists  are  candy  asses. 

My  theory  is  that  everyone  in  Silicon 
Valley  wants  to  be  something  they're  not.  I 
want  to  be  a  basketball  player.  I  love  bas- 
ketball: I  play  it,  I  train  for  it,  I  shoot  a  cou- 
ple hundred  shots  every  day  in  my  back- 
yard. And  I  still  suck.  Where  I  play,  it's 
four-on-four,  so  when  I  play  I  have  to  keep 
track  of  three  people  on  my  team,  four 
opponents,  the  ball,  the  score,  and  my  loca- 
tion on  the  court.  This  is  the  minimum 
amount  of  stimulation  it  takes  to  forget, 
however  briefly,  the  question  that  haunts 
me  wherever  I  go:  Will  Apple  survive?     ■ 
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International 
Networking 

Global  money,  global  networks — the  effect 
of  technology  on  the  international  scene. 
Incisive  reporting  and  useful  databases 
give  American  businesses,  investors,  and 
travelers  a  leg  up  in  navigating  the  twisted 
offshore  wires. 
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When  the  Internet 

is  critical  to 

your  business, 

only  DIGEX  offers 

you  99.99% 

networic  reliability, 

100%  dedicated 

servers,  and 
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At  DIGEX,  Matt  Grace  understands  as 
well  as  you  do  that  if  your  Web  site 
goes  down,  your  business  could  go 
with  it.  He  also  knows  that  a  successful 
Web  site  presents  its  own  challenges. 
When  Forbes™  launched  its  immensely 
popular  site  (www.forbes.com),  their 
one  dedicated  server  quickly  needed 
reinforcements  to  handle  all  of  the 


traffic.  So  Matt  worked  through  the 
weekend  to  keep  the  site  running  while 
he  added  two  more  servers.  And  Matt 
would  do  the  same  thing  for  any  of  our 
customers  — even  if  it  means  waiting 
one  more  day  to  give  up  coffee  (fig.  1). 

DIGEX  takes  the  Internet  personally. 
Our  sole  mission  is  to  deliver  the  best 
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business  Internet  service  in  the  industry. 
That's  why  we  offer  99.99%  network 
reliability,  100%  dedicated  servers,  and 
deliver  95%  customer  satisfaction. 

So  when  your  business  depends  on 
the  Internet,  you  can  depend  on 
Matt.  And  DIGEX.  Call  us  today  at 
1-800-97-DIGEX,  or  visit  www.digex.net. 


1-800-97-DIGEX 


)  1997,  DIGEX,  Incorporated,  a  subsidiary  of  Intermedia  Communications,  Incorporated 
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fE  TRY  TO  PROTECT  OUR  KIDS  from  the 

evils  of  modern  life,  not  least  of 
which  is  the  television  set,  only  to 
have  them  turn  to  a  different  bright 
screen  that  sits  atop  their  desk.  Is 
the  Internet  the  philosopher's  stone?  The 
doorway  to  all  the  world's  knowledge?  Or  is  it 


merely  a  distillation  of  all  the  vices  of  human- 
kind pumped  into  your  child's  bedroom  at 
56,000  bits  per  second?  The  most  frighten- 
ing possibility  is  that  it  is  both,  that  the  Web 
ives  up  to  its  darker  implications,  and  that  the 
Internet  will  prove  as  complex  and  unresolv- 
able  as  real  life. 
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SUFFER     THE 


SARA  NELSON 


Brokering 
Beanie  Babies 


Sara  Nelson,  37,  is  a  Webmaster  and  the  mother  of  three 
girls.  She  runs  the  Net's  biggest  Web  site  for  Beanie  Babies 
(www.beaniemom.com)  on  a  NEC  Versa  4050c  while  sitting 
on  her  bed  in  her  house  in  suburban  Virginia. 

HAVE  A  FRIEND,  Betsy,  who  uscd  to  livc  here.  She  was 
transferred  to  Chicago,  but  she  came  back  to  visit  because 
her  family  still  lives  here.  She  brought  me  back  these  three 
Beanie  Babies  as  a  gift  for  my  three  girls.  I'd  never  seen 
them.  They  didn't  have  them  around  here  at  that  time.  I 
just  thought  they  were  great,  and  my  kids  loved  them. 
So  I  started  looking  around  here  for  them  and  they  started 
showing  up  around  June  of  last  year,  1996.  My  husband  works 
for  an  Internet  service  provider,  and  we  have  15  computers 
in  the  house,  so  I  had  a  lot  of  access.  I  immediately  started 
looking  on  the  Internet  for  them,  and  I  started  buying  them. 
At  the  same  time  my  husband  put  a  server  in  the  house,  and 
he  said  I  really  ought  to  think  of  a  hobby.  He  was  into  surf- 
ing the  Web  so  I  said,  Okay,  I'll  just  merge  my  love  of  Beanie 
Babies  with  doing  a  Web  page.  Then  I  met  Ginger  in  a  chat 
room,  and  we  were  talking  about  it  and  she's  a  writer,  so 
she  wrote  up  the  information  and  1  did  the  actual  Web  page. 
That's  how  it  started. 

At  first  it  was  basically  just  a  newsletter.  We  were  just 
trying  to  combine  ideas  and  pictures,  you  know,  a  kind  of 
melting  pot  to  start.  The  Ty  company  [makers  of  Beanie 
Babies]  has  a  Web  page.  It's  just  a  guest  book,  and  we  would 
post  requests,  you  know  —  please  send  us  information,  we're 
trying  to  start  this  Net  letter.  That's  how  it  started,  and  it's 
just  grown  from  there. 

I  was  born  and  raised  in  Texas.  I  graduated  with  an 
accounting  degree  from  the  University  of  Delaware  —  that's 
my  background.  I  worked  until  1989,  always  as  an  accoun- 
tant. Then  I  had  children  and  didn't  work.  But  eventually  I 
wanted  to  go  back  to  work  or  do  something  where  I  could 
think  and  be  productive,  but  I  knew  if  I  took  a  job  outside 
the  home  there  wouldn't  be  enough  time  for  my  kids.  So  I 


Photography    by    Molly    Roberts 


kind  of  did  the  Web  page  as  a  way  to  work  at  home  and  make 
a  few  dollars.  I  just  plunged  in.  With  the  popularity  of  the 
Beanies,  the  Web  page  became  more  and  more  popular.  I  was 
getting  a  lot  of  traffic  and  a  lot  of  email. 

The  Web  page  became  so  popular  I  was  spending  8  to 
10  hours  a  day  doing  it.  I  finally  decided  that  my  time  was 
worth  money,  and  I  was  helping  other  people  make  money, 
so  I  started  charging  to  place  ads.  There's  also  a  lot  of  infor- 
mation on  the  site — a  price  guide,  histories  of  particular 
Babies  —  a  lot  of  things  that  collectors  are  interested  in. 

I  don't  actually  sell  Beanie  Babies,  but  there's  an  active  sec- 
ondary market  for  them.  One  of  the  most  popular  and  most 
visited  sections  of  the  site  is  called  Collectors  Corner.  I  have 
a  classified  ad  service  there.  I  include  an  email  address,  and 
the  parties  contact  the  sellers  directly.  I  don't  get  involved 
after  that.  UPS  doesn't  come  to  my  house  every  day  to  pick 
up  packages,  but  my  UPS  man  can't  find  Beanie  Babies  so  he 
buys  them  through  me,  through  my  Web  site. 

I  probably  put  in  four  to  six  hours  a  day  maintaining  the 
site.  It's  harder  in  the  summer  when  the  kids  are  home.  It's 
real  demanding  in  terms  of  time.  But  I  keep  doing  it  because 
my  kids  enjoy  it.  I'm  still  a  regular  mom,  too.  I  take  the  kids 
to  swimming  and  stuff.  Catelyn's  on  the  A  swimming  team, 
so  she  has  meets  every  Saturday.  Meghan's  on  the  B  team  so 
that  means  Monday  meets  and  practice  every  day.  We're  just 
constantly  going  from  meet  to  meet,  and  they're  both  into 
soccer.  They'll  start  that  up  in  the  fall.  I  could  call  myself 
Soccer  Mom  but  that  screen  name  was  taken. 

I  add  new  sections  all  the  time,  although  I  have  trouble 
keeping  up  with  the  sections  I  already  have.  I  was  contacted 
by  a  marketer  just  the  other  day  who  is  putting  together  pack- 
ages of  Web  sites  for  advertising,  and  he  wanted  to  know  if 
I  was  interested. 

The  interest  in  my  Web  page  has  grown  exponentially. 
It  may  slow  down,  but  even  Cabbage  Patch  Kids  still  has  a 
core  group  of  collectors.  It's  the  same  with  Barbie  dolls.  I'm 
going  to  see  what  happens.  ■ 
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WHO'S  THE  BRIGHTEST  OF  THEM  ALL? 


HITACHL 
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One  look  at  Hitachi  UltraVision's 
picture  will  tell  you  it's  the  brightest, 
sharpest  large  screen  TV  ever 
made.  But  it's  the  back  side  of  the 
UltraVision  set  that  really  shines. 

That's  where  you'll  find  Hitachi's 
exclusive  Super  Bright  Lens  System 
and  projection  tube  technology 
that  increases  brightness  and 
sharpness  more  than  30%  over  last 
year's  industry-leading  picture.  And 
where  you'll  encounter  Magic 
Focus,  the  world's  only  automatic 
convergence  system,  as  well  as 
a  host  of  other  engineering 
achievements. 

But  what  else  would  you  expect 
from  the  world's  preeminent 
electronics  company  that  spent 
over  four  billion  dollars  in  research 
last  year  and  holds  more  than 
68,000  patents? 

How  about  Hitachi's  VisionBook™ 
computer,  revolutionary  new  MPEG 
digital  video  camera,  DVD-RAM 
drive,  Super  TFT  display,  Skyline 
mainframe  computer,  or  SuperH™ 
RISC  microprocessor  that  runs 
today's  handheld  computers? 

The  fact  is,  you  never  know 
what  to  expect  from  Hitachi. 
Except  brilliance.  Because  it's 
Hitachi  engineering  that  is  truly 
the  brightest  of  them  all. 


For  more  information,  visit  our  website  at  www.  hitachi.com  or  call  1-800-HITACHI. 
©1997  Hitachi,  Ltd. 


HITACHI 


A  TOTALLY  NEW  VISION 


SUFFER     THE 


lANI YOSHIMURA 


Ex  Libris  Digital 


Lani  Yoshimura,  50,  is  head  librarian  at  the  public  library 
in  Gilroy,  California.  The  library  has  been  the  focus  of  protests 
by  Internet  antipornography  groups. 

THE  ANTIPORNOGRAPHY  GROUP  is  well  Organized. 
They've  used  every  venue  they  can.  They've  come 
in  and  turned  off  terminals.  They  tried  a  citizen's 
arrest  against  Linda,  a  children's  librarian.  They  came 
in  with  an  officer,  and  it  took  them  a  while, 
but  they  finally  got  to  a  site  involving  defecation. 
The  officer  sat  down  and  asked  Linda  questions  and  filed 
a  report. 

They  also  tried  a  citizen's  arrest  at  a  library 
board  meeting.  They  find  technicalities  about 
the  way  the  board  goes  into  closed  sessions,  and 
they  say  we're  violating  the  law.  They  even  went 
to  the  city  council  and  tried  to  get  it  to  pull 
Gilroy  out  of  the  county  library  system. 

For  a  while  there  were  cameras  around  all  the 
time  at  the  public  meetings.  It's  difficuh  to  live 
in  a  fishbowl.  Not  that  we  have  anything  to  hide. 
It's  just  hard  to  have  everything  under  scrutiny. 
We  share  their  concerns.  We  provide  book- 
marks so  people  can  mark  whether  a  page  is 
suitable  for  children.  We  also  set  up  workshops 
for  families.  We  distribute  a  flyer  called  "Child 
Safety  on  the  Information  Highway."  We  set  up 
a  contract  you  can  sign  with  your  child.  This 
is  a  public  place,  akin  to  a  park.  You  wouldn't 
necessarily  let  your  child  go  to  the  park  with- 
out supervision. 

The  group  wants  filters,  and  we're  investi- 
gating that.  But  filters  have  to  meet  their  require- 
ments as  well  as  ours.  Ours  is  to  protect  freedom 
of  speech  and  privacy.  In  my  other  life,  I'm  an 
artist.  I  paint.  That's  why  free  speech  is  so 
important  to  me. 

And  there  are  two  other  problems  with  fil- 
ters. They're  a  commercial  venture,  and  the  "stop" 
words  are  maintained  by  the  people  who  sell  the 
filter.  Stop  words  tend  not  to  work  well  in  a  free- 
speech  context.  The  classic  example  is,  if  the  stop 
word  is  breast,  you  can't  get  a  chicken  breast 
recipe  or  information  on  breast  cancer. 


I've  known  the  group's  leaders  for  a  long  time.  When  I  see 
them  in  public,  I  say  hello.  We've  shared  recipes.  There  may 
be  some  posturing  that  goes  on  in  public  places.  But  they're 
still  welcome  here. 

The  followers  can  be  overzealous.  It's  been  very  stressful. 
There  were  times  when  people  were  standing  behind  adults 
and  children  writing  down  what  they  did  on  the  Net,  which 
was  very  invasive.  Once  one  of  the  antipornographers  was 
asking  this  teenager  if  his  mother  knew  he  was  looking  at 
pictures  of  naked  women.  She  couldn't  really  see  his  screen. 

The  kid  turned  around  and  said,  "Ma'am,  this  is  not  a 
naked  woman;  it's  a  superhero  cartoon."  ■ 
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It  constantly  aiTiaZeS  me  howoan, 


my  account  manager  at  CDW,  seems  to  know  what's  coming  in 

new  technology, 

new  business  trends,  new  products,  and  next  week's  episode 


jj 


ofThe  Simpsons. 


There's  someone  at  our  place  who  can  tune 
you  in  to  the  latest  in  almost  everything  that 
affects  computers  for  business. 

He's  your  CDW  account  manager  Once  he  gi 
to  know  you.  your  company's  purchase  histor> 
and  your  system,  he  can  do  some  pretty  amaz 
ing,  proactive  things  to  put  your  company  on  tc 
of  the  productivity  curve.  And  save  you  a  bum 
of  time,  money  and  aggravation  in  the  process 

Get  more  than  just  a  great  price. 

For  example,  he  can  turn  you  on  to  new  proc 
uct  options  and  technologies  that  are  more 
efficient  or  economical.  Solve  the  toughest 
compatibility  questions  before  they  become 
problems.  Even  get  you  the  free  tech  suppor 
you  need  before  you  need  it.  And,  of  course 
line  up  the  right  price  for  you. 

So  call  us.  We'll  set  you  up  with  your  own 
technological  guru.  A  highly-trained  business 
computer  specialist  who'll  be  on  the  same 
wavelength  you  are  day  after  day. 

That  way,  your  company  will  have  access  to 
a  huge  selection  of  brand-name  products. 
In  fact,  CDW  is  the  leading  seller  of  IBM  , 
Compaq  ,  Hewlett-Packard  .Toshiba   and 
Microsoft   in  the  direct  marketing  channel, 
and  we  have  their  products  at  the  right  prices, 
in  stock,  ready  for  overnight  delivery,  and  easy 
credit.  You'll  also  get  someone  who  can  give 
you  some  honest,  friendly,  professional  advice 
that  will  save  you  more  than  money. 

CaJI  today  and  get  a  sneak 
preview,  some  ^ee  advice, 
and  a  free  CDW  cataJog. 

Give  us  a  call.  We'll  send  you 

our  latest  catalog.  Or  check  us 

out  at  w^^.cdw.com.  In  fact, 

send  us  any  kind  of  signal.  With  people 

like  Dan  around,  we'll  be  sure  to  receive  it. 


m) 


COMPUTER 

DISCOUNT 

WAREHOUSE 


The  right  price. 
The  right  advice 


800-778-4239     www.cdw.com 


CDW  Computer  Centers. 
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SUFFER     THE 


LINDA  LUDWIG 


Search 
of  a  Cure 


Linda  Ludwig,  46,  is  a  part-time  florist  and  mother  of  five. 
Ludwig  goes  online  to  visit  nevi/sgroups  dedicated  to  treating 
severe  food  allergies  like  those  that  afflict  her  youngest,  Dan. 

|Y  OLDEST  SON  HAD  AN  ALLERGY  tO  COw's  milk  aS 

he  was  growing  up,  but  Dan  has  a  lot  more.  One 
time,  when  he  was  around  10  months  old,  my 
mother  was  baby-sitting  and  gave  him  a  taste 
of  scrambled  eggs,  which  I  had  avoided 
because  I  knew  they  were  a  likely  aller- 
gen. He  started  gagging  and  trying  to  throw  up,  and 
broke  out  in  hives  all  over  his  body.  Luckily  she  man- 
aged to  get  some  Benadryl  into  him.  Unlike  most  kids 
who  grow  out  of  allergies,  Dan  kept  getting  worse.  His 
eczema  was  so  bad  that  sometimes  he'd  just  stretch  his 
hands  out  and  they'd  crack  and  bleed.  The  doctor  gave 
me  little  hope. 

I  had  used  the  Internet  to  research  allergies  and  talk 
to  other  people  who  suffered  from  them.  I  was  online 
checking  the  allergy  newsgroup,  which  I  usually  checked 
once  a  day,  and  I  came  across  a  message.  This  guy  had 
posted  a  note  describing  something  incidental  to  his 
allergies,  like  a  fungus.  As  an  aside  he  wrote  that  he 
knew  it  was  not  related  to  food  allergies  because  his 
food  allergies  were  cured  by  enzyme-potentiated  desen- 
sitization  [EPD].  Cured^ 

I  did  a  search  on  EPD  and  found  a  Web  site  put  up 
by  a  guy  who  was  taking  the  EPD  treatment,  which  is 
basically  a  series  of  shots  containing  minute  quanti- 
ties of  the  allergens  you're  allergic  to,  along  with  an 
enzyme  that's  added  to  the  injection.  Through  his  site 
and  the  official  EPD  site,  I  found  out  that  EPD  was  con- 
sidered experimental  in  the  States.  But  it  had  been  used 
successfully  in  the  United  Kingdom.  The  figures  I  saw 
showed  that  80%  of  the  people  who  undergo  treatment 
seem  to  be  cured. 

Only  about  65  American  doctors  do  EPD,  but  one 


of  them  happened  to  be  in  Pittsburgh  near  my  hometown.  A 
lot  of  doctors  pooh-pooh  some  treatments  for  these  types  of 
disorders.  But  there  are  people,  like  this  doctor,  who  are  will- 
ing to  look  beyond  traditional  therapies. 

I'm  considering  whether  Dan  will  be  treated  with  EPD.  It 
is  a  difficult  procedure  to  go  through.  I  could  never  do  it  with- 
out the  support  of  the  online  group.  Most  of  them  tell  me  the 
procedure  is  all  worth  it.  ■ 
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CHILDREN 


Ul 


DAVID  HAMILTON 


</> 


Satellite 
Waves 


David  Hamilton,  14,  is  a  freshman  at  Palo  Alto  High  School 
in  Palo  Alto,  California. 

WITHOUT  COMPUTERS,  school  was  probably  a  lot 
harder.  Now  all  you  have  to  do  is 
hit  a  couple  of  buttons  and  there's 
what  you  are  looking  for.  You 
don't  have  to  flip  through  all  the 
pages  in  books. 
In  history  it's  helpful  to  find  out  where  coun- 
tries are.  I  was  looking  up  a  Web  site  that  had  a 
satellite  picture  of  the  world.  My  dad  showed  it 
to  me.  If  I  clicked  "California,"  it  would  zoom  in 
on  California.  If  I  entered  my  address,  it  would 
zoom  in  on  my  house.  I  could  actually  see  the 
things  in  my  backyard.  I  ran  outside  and  started 
waving,  but  my  dad  told  me  it  was  just  a  stored 
image  so  I  wouldn't  show  up. 

One  of  my  hobbies  is  rollerblading.  I'm  on 
a  junior  national  roUerblade  team  called  Team 
Adventures/Nuvo.  The  team  has  a  Web  site  and 
I  did  a  page  about  good  places  to  rollerblade. 
People  looking  at  the  Web  site  email  me  and  ask, 
like,  "What  kind  of  rollerblades  should  I  get? 
How  good  are  these  rollerblades?" 

Computers  also  have  really  helped  kids  get  to 
see  their  parents  more  often.  Now  a  lot  of  parents 
can  work  at  home.  My  dad  works  in  his  office  in 
the  back.  He's  been  doing  it  for  about  a  year,  and 
I  think  we've  gotten  closer  because  of  it.  When 
I  need  help  with  school  or  on  the  computer,  if 
he's  between  calls,  he  can  help  me. 

But  at  school,  I  don't  think  teachers  have 
adapted  very  well.  I  think  computers  make  teach- 
ers a  little  bit  nervous  because  the  computer's 
starting  to  teach  us  more  than  they  are. 


I'd  like  to  take  notes  on  the  computer  in  class.  I  want  to 
get  a  laptop,  but  my  mom  doesn't  think  I  need  it.  The  other 
kids  in  school  don't  have  them  yet,  but  in  college  I'm  sure 
they  all  do.  ■ 
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*     Nortel  rises  to  #3  in  the  worldwide  frame  relay 
equipment  market. 


-  Vertical  Systems  Group. 
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rof  anyone  who 

still  thiols  of  us  as  only  a  voice 

company-nowcanwetalk? 


NORTEL  MAGELLAN  It  may  come  as  a  surprise  to  some,  but  at  Nortel  our  consistent  success  in  pro- 
viding wide  area  network  solutions  to  data  network  customers  worldwide  is  just  another  day  at  the  office. 
You  see,  for  nearly  25  years  we've  been  building  data  networks  -  including  enterprise  network  switches, 
frame  relay  frame  relay  access  devices  and  packet  switches  -  for  many  of  the  world's  most  mission- 
critical  applications.  In  fact,  there  are  over  6,500  Nortel  Magellan  Passport  ATM  enterprise  network  switch 
installations  around  the  world.  Now,  combine  our  global  success  in  data  network  solutions  with  our  con- 
tinued leadership  in  voice  networking  and  you  have  a  Nortel  Power  Network'"  -  the  next  generation  of 
integrated  multimedia  networks.  If  you'd  like  to  find  out  more,  give  us  a  call.  We're  ready  to  talk. 

1-800-4NORTEL.  department  BL8Y  or  www.nortel.coin/BL8Y 


|iiniM«irH;mai 
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Do  you  have  a 
Power  Network? 


®  1 997  Northern  Tetecom.  Magellan,  Passport  ftwwr  Networks.  Nortel  and  the  Nortel  gtobemark  are  tradenwriii  of  Northern  Teiecon\ 


CHILDREN 


c/> 


Ahead 

of  the  Class 


Genevieve  Leslie,  29,  is  a  sixth-grade  teacher  at  Martin  Luther 
King  Jr.  middle  school  in  Berkeley,  California.  She  has  been 
teaching  for  six  years. 

WHEN  I  STARTED  TEACHING,  the  computer  was 
still  this  device  sort  of  thing. 
When  I  first  got  one  in  my  class- 
room, the  kids  oohed  and  aahed, 
but  now  they  want  to  know  why 
there's  only  one  in  the  room.  Now 
the  first  thing  they  ask  is:  "We  don't  have  a 
laser  printer?" 

Some  of  the  kids  still  don't  know  the  first 
thing  about  computers  while  others  are  so  com- 
puter literate  that  I  can't  even  understand  what 
they're  talking  about.  A  lot  of  times  I  put  the 
super-computer-literate  kids  in  charge  of  things. 
They  really  have  a  better  idea  of  how  to  get  the 
exact  information  we're  looking  for.  And  it  makes 
them  feel  really  special  because  they  know 
more  about  computers  than  the  teacher.  The 
kids  don't  have  any  problem  with  it,  and  I 
certainly  don't  have  any  problem  with  it. 

Overall,  I  think  computers  have  had  a  posi- 
tive influence.  But  not  always.  I  feel  badly  for  kids 
who  don't  have  a  lot  of  experience  with  com- 
puters. Most  schools  aren't  really  set  up  to  teach 
basic  computer  skills.  The  computer  teachers 
don't  want  to  teach  the  basics.  They  want  to  get 
into  some  real  information.  So  the  kids  who 
aren't  getting  regular  access  to  computers  are 
left  behind. 

At  home,  I  have  this  program  for  grading 
called  MicroGrade.  When  I  first  got  it,  I  was 
faced  with  The  Manual.  It  drove  me  absolutely 
crazy.  And  the  program  was  supposed  to  save 
me  time.  I  wanted  to  use  it  to  do  a  progress 


report.  Normally,  a  progress  report  for  60  students  would 
have  taken  me  maybe  3  hours  to  do.  It  took  me  almost 
48  hours. 

After  that  I  was  ready  to  chuck  it.  But  I  persevered.  Now 
that  I'm  used  to  it,  the  program  saves  my  life.  ■ 
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As  tne  dawn  of  a  ncAV 


ensure  a  better  tomorrow. 


Plus,  with  stellar  breakthroughs 


century  approaches.  Canon's 


Ideas  like  our     On-Demand  like  ozone-free  copiers,  now^  even 


innovative  technology  continues         Fusing  System'    in  laser  beam  the  air  m  the  oiiice  is  cleaner. 


to  light  the  way  in  the  corporate  printers  which  actually  saves 


Naturally,  w^e  w^ill  keep 


world.  But  we  ve  also  made  it  energy  by  eliminating  warm-up  on  developing  environmentally 

our  business  to  protect  the  time.  Or  our  copier  Remanu-  responsible  products  and 

environment,  too.  As  a  result,  facturing  Program  that  helps  programs  clear  into  the  future. 


some  of  today's  brightest  ideas  conserve  and  preserve  the 


It  s  the  kind  of  fresh 


in  product  development  have  w^orld's  natural  resources  by  thinking  you  d  expect  from  a 


been  created  by  Canon  to 


dramatically  reducing  waste.  leader  like  Canon. 


Ih 
www.  usa. canon. com 

01997  C»non  U.S.A..  Inc. 


Canon 
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STUDS  TERKEL 


Th  e  La  St 
Human  Voice 


Born  before  the  first  commercial  radio  broadcast,  Studs  Terkel, 
85,  still  broadcasts  his  daily  syndicated  radio  show  from  WFMT 
in  Chicago.  He  is  the  author  0/ Working,  Hard  Times,  and 
The  Good  War,  all  models  for  this  Big  Issue. 

I'm  not  a  Luddite  completely;  I  believe  in  refrigerators 
to  cool  my  martinis,  and  washing  machines 
because  I  hate  to  see  women  smacking  their 
laundry  against  a  rock.  When  I  hear  about 
hardware,  I  think  of  pots  and  pans,  and  when 
I  hear  about  software,  I  think  of  sheets 
and  towels. 

Last  year  I  picked  up  the  New  York  Times  and 
there  was  a  story  about  a  kid  from  Dartmouth 
who  was  bragging  that  he  never  left  his  room, 
and  made  dates  and  ordered  pizza  with  his  com- 
puter. The  piece  de  resistance  of  this  story  was 
that  he  had  two  roommates,  and  he  was  proud  of 
the  fact  that  he  only  talked  to  them  by  computer. 
One  day  I  visited  a  guy  who  had  made  a  for- 
tune as  a  broker.  He  was  sitting  in  his  office  with 
his  computer.  "I  hire  people  from  here  and  make 
deals  from  this  room,"  he  told  me.  Then  he  took 
me  to  the  trading  room.  Nobody  was  calking 
to  anybody  else,  the  place  was  silent  as  a  tomb, 
they  were  all  sitting  there  watching  their  termi- 
nals— a  great  word,  terminal.  I  tell  you,  it  scares 
the  crap  out  of  me. 

Once  I  was  at  the  Atlanta  airport.  I  had  had  a 
few  drinks,  and  I  was  taking  the  train  between 
terminals.  It's  a  smooth,  quiet  train,  and  it  was 
jammed  when  I  walked  in.  But  it  was  absolutely 
quiet  except  for  a  mechanical  voice  calling  out 
the  stops.  The  doors  were  about  to  close,  a  cou- 
ple rushes  in  and  the  mechanical  voice  says, 
"Because  of  late  entry,  the  train  will  be  delayed 
for  30  seconds."  People  were  staring  at  the  cou- 
ple, they  were  angry,  and  I  yelled  out,  "George 


Orwell,  your  time  has  come  and  gone,  things  are  so  efficient 
we're  losing  our  humanity  and  our  sense  of  humor."  Now  there 
are  three  miscreants:  The  crowd  is  staring  at  me  and  at  the 
young  couple.  Sitting  nearby  was  a  baby  on  a  mother's  lap.  I 
asked  the  baby,  "What  do  you  think  about  this?"  She  laughs, 
and  I  say,  "A  human  voice  at  last!  There's  still  hope!"  ■ 


I 
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can    be   overwhelming.  Strategically  y 


ORIGIN  "SERVER. 
THE 

bandwidth 
engine:  ' 

To  begin,  you  have  data. 
To  compete,  you  must 
understand  it. To  win, 
you  nnust  >vieid  it  more 
strategically.  Bandwidth 

■r  bigger  problems. 
BT'i  id  width  for  better 
decisions.  Sand>vidth 
for  the  n«        century. 


At  the  core  of  your  business. 


Data  is  your  biggest  strategic  asset.  Today, 
business  success  is  created  by  those  who 
can  analyze,  distribute,  access,  and  exploit 
data  mor«  eflFectively.  To  do  that,  you  need 
larger  and  larger  bandwidth. 

At  Silicon  Graphics,®  we've  spent  years 
providing  the  bandwidth  to  tackle  the 
world's  toughest  strategic  computing 
problems.  Today  that  capability  is  available  ■ 
only  from  the  Silicon  Graphics  Origin 


Server;  the  Bandwidth  Engine. 


December  i(     ^  nfomiatioii  is 

iid  athletes   'free,  who  pays? 
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Hey  Boss  Man.  Pretty  soon 
you'll  be  able  to  moke  a  name 
for  yourself  on  the  Internet. 
And  WorldNIC  Services  is  the 
enhanced  domain  name  registrar 
that's  gonna  make  the  whole 
deal  easy  for  you.  We're  the 
only  registrar  service  created 
and  run  by  the  same  people  who 
brought  you  .COM  way  back 
when.  We're  fast,  reliable  and  do 
a  whole  lot  more  than  just  name 
calling.  So  come  on  over  to  our 
place:  http://www.worldnic.com. 


Aw\^w.>vorldnic.com 


NETWORK 
SOLUTIONS 

WORLDNIC  SERVICES 


Make  a  name  for  yourself. 
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Charles  Schwab        ^^ 


"Don't  let  the  Market's 
day-to-day  ups  and  downs  distract 

YOU   FROM  WHAT  YOU  WANT 

TO  ACCOMPLISH  over  the  ycars/' 


As  every  investor  knows,  the  Stock  Market  goes  all  the  way  back  to  1802*  Surely,  the 
can  be  unpredictable.  It  can  reach  extraor-  activity  of  the  Market  on  any  given  day 
dinary  highs.  Or  it  can  drop  dramatically,        pales  in  comparison  to  a  195-year  view  of  it. 


Schwab  Can  Help  You  In 
A  Number  Of  W.ays. 


To  receive  a  free  copy  of  our  Mutual  Fund  Select  List,' 
visit  one  of  our  260  branches  nationwide  or  call: 

1-800-5-NO-LOAD 


Help  You  Plan 

Reprcscnlalivci  m  our  brum  lies  can  help  you 
construct  your  mutual  jund  potijolio. 


g 


causing  doubt  among  investors  who  tie 
their  fortunes  to  the  Market's  daily  moves. 

While  we  at  Schwab  understand  the 
temptation  to  follow  the  Market  this 
closely,  we  prefer  to  take  a  long-term 
historical  view  of  its  progress. 

We  know  that  over  time,  the  U.S.  Stock 
Market  has  outperformed  many  other 
kinds  of  investments,  including  bonds, 
CDs  and  U.S.  government  securities.'*  We 
also  know  that  while  the  Market  can  go  up 
and  down,  its  long-term  trend  has  been 
historically  upward.   Our  historical  data 


So  what's  an  easy  way  to  invest  in  the 
Market?  For  many  investors,  the  answer 
is  no-load  mutual  funds.  Schwab  makes 
more  than  800  of  them  available  through 
our  Mutual  Fund  OneSource®  service. 
Along  with  an  extraordinary  range  of 
tools,  guides  and  personal  interaction 
designed  to  make  it  possible  for  you  to 
identify  funds  that  can  help  support  your 
long-term  financial  goals. 

No,  past  performance  does  not  guarantee 
future  results.  But  it  serves  to  put  day-to-day 
ups  and  downs  into  perspective. 
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Help  You  Analyze 

Available  ji  wu-wschudi'-corn,  OncSourcc  Online  leis 
vou  screen /or /unds  ihal  meet  vour  requirements. 


Help  Yoii  Dintrsifx' 

Schwab  OneSource  Allcvation  Portfolios  let 

V.1IJ  ,i(\rr\ri\  wilh  .i  \ini;l*-  imcxinirnf 


^FROM    SCHWAb"|P^ 


I.:       .  ...  -n 

c\t4luiitiii^<  ntutUvji  /luij). 


www.schwah.com 


Prospectuses  containing  more  complete  information  including  management  fees,  charges  and  expenses  are  available  fiom  Schwab.  Please  read  the  prospectuses 
carefully  before  investing.  Schwab  receives  remuneration  from  Mutual  Fund  OncSourcc  companies.  *Stocks  are  subject  to  greater  volanlin-  tlian  other  im-csnncnts. 
'  Stocks  Jor  ihf  Long  Run  by  Jeremy  Siegel.  ©1994  McGraw-Hill  Companies.  ©1997  Cliarlcs  Schwab  &  Co..  Inc.  All  nghrs  reserved.  Member  SlPC/NTlSE.  1,12/97) 
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We"wonder:  "How  many  bearings  ao  they 

Wherever  wlwelscrshaas  turn,  Timken  bearings  allow  them      "TTTUf  If  CMj^ 

.,,,1  .HTlorinanee  are  critieal,  Timken  bearings  and  steel  are  n^  ^^  ^^^^^^^^  ^ 


and  perforinanee  are  critical,  i  wiiKen  i  ta,  ,  g. -• - 

deiiland.  l^verywhere  ^ve  look,  we  see  hmitless  opportunities. 


H^^'^auld" Charles  Darwin  explain  such  a  thing?  "it  appears 
to  be.  part  of  the  phylum  4x4,  or  SUV,"  we  imagine  him  think- 
iiI|.:^'-Arid  yet,"  he'd  wonder,  scratching  his  head,  "how  do  you 
explain  the  far  smoother  ride?  The  tighter,  more  responsive 


feeling?  The  surefootedness?  The  advanced  safet>  Icaiii  *" 

Certainly  upon  dissection,. Mr.  Darwin  would  discover  ^  * 

clues:  the  four-wheel  independent  double  wishboiir  i 

pension',  the  rack-and-plnion  steering,  the  driver-ada|l  "t 


An  evolutionary  leap  in  4x4's  roughly  equivalent  to 
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A^i:^^^i=:^.„^.„B!rmaii!i  Explore  our  Web  site.  htlp;//www.nibuS3.Gom.  •SiailmgfcsRP  ol  $33.959 lor »  l'''*8  M1.3?0  o«rludcs,S'>'>5'liocis()ottali<ii>  cliaiKo.  .ill  lan-;.  iiilo/do(-uni.-iil^irv  li'cs.  rfKislmlion.  i.iiv,.  il.-;ilfi  picp  rli.n,!f  ■..  ii.: 
opiional  equipmcnl.  ceridicaie  of  compliance  or  rionconiplianco  (ccb,  ami  Imancc  chnrgos,  ML320  shown.at  MSfitrol  $38..|/0  mdudns  o|)Iiiiii.il  Ml  packn^o.  inrlallic  paini  .iiul  sunrool.  Pnc'Mn,W  ».iry  by  (IimIim  WAKNINC:  ini:  KJKCIS  01  A  1)1  vi 
AIR  BAG  CAN  CAUSE  SERIOUS  OR  FATAL  INJURY  TO  A  CHILD  UNOrfci  AGE  13.  A  CHILI)  UNDER  (3  SHOyi.B'NOI  USE  TNT  fRONE  SI  Al  Of  miS.VllllCn  .  II IE  SAEESI  SEAJING  POSIIIDN  (OR  YOUR  CMIIO  IS  IN  UK  WAR  SEAL  OEIII.l)  II 
APPROPRIATE.  PROPERLY  INSTALLED  CHILD  SEAT.  OR  CORRECTLY  WEARING  A  SEAT  BELT,  IE  100  I  ARGfVoR  A  CHILD  SEAT  SEI  OWNI  R'S  MANUAl  (OR  ArXlKIONAI  WARNINGS  AND  INfORMAIION  ON  AIR  BAGS.  SI  Al  UHlS  AND  CHII  l> 
nP97  Mercedes  Benzol  Noiih  America.  Inc.,  Monlvatt-.  NJ..  Mcmbei  ol  ihc  Daimler  Bpn/Gwjp         '  ■        ,  '•  . 


**■     onically  controlled  five-speed  automatic  transmission,       been  a  Missing  Link  somewhere.  Ms.  Macpherson  and  I  must 


•*"     ll-time  four-wheel  drive,  the  front  and  side  air  bags,  and 
^    '..  Still,  how  to  explain  such  a  giant  evolution?  "Bah!"  he'd. 


conduct  more  tests."  To  learn  more,  call  1-800-FOR-MERCEDES, 
or  see  your  authorized  Mercedes-Benz  Light  Trucl<  Dealer  for 


^1-   hrowing  up  his  hands  in  resignation.  "There  must  have       a  test  "drive.  The  M-Class  starts  at  $33,950.*   M-CLASS 


tii  utionary  leap  between  a  tadpole  and  Elle  Macpherson. 
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180  Jordan  &  Co. 

When  it  comes  to  money, 
no  one  makes  it  like  Mike. 
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The  nib   is 


STILL    SLIT 


BY    HAND 


USING    A    DISK 


BARELY    THICKER 


THAN    A 


HUMAN     HAIR. 


AND    YOU   THOUGHT 


threading  a  needle 


WAS   DIFFICULT. 


It  requires  years  of  experience  and  a  steady 
hand  to  slit  the  nib  of  the  PARKER  DUOFOLD 
Red  Jasper.  The  disk,  a  mere  .005  of  an  inch 
in  thickness,  must  hit  its  mark  exactly. 

Once     slit,     each     individually     embossed 


18K  gold  nib  is  polished  to  a  high  lustre.  All 
told,  it's  a  process  that  takes  several  davs  to 
complete.  But  given  the  results,  it  is  time  well 
spent.  Like  all  of  our  writing  instruments,  the 
PARKER  DUOFOLD  has  a  lifetime  guarantee. 


A  PARKER  IS  IN  THE  DETAILS  ^  PARKER 


Leveneer's  1-800-544-0880 
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Kasia  Moreno 


Some  weep,  some  don't 

Kasia  Moreno,  who  edits  the  regular  Forbes  column  On  My 
Mind,  doesn't  mind  that  behind  her  back  the  reporters  who  work 
for  her  refer  to  the  feature  as  Out  of  My  Mind.  What  drives  them 
to  distraction  is  the  amount  of  work  it  takes,  the  number  of  phone 
calls,  before  they  get  a  paragraph  or  two  that  are  pithy  enough  to 
be  usable.  When  they  do  get  usable  quotes, 
Kasia  says,  "I  have  to  cut  out  about  80%  of  the 
material." 

Kasia,  a  native  of  Poland  who  joined  this 
magazine  in  1988,  realized  that  the  things 
most  on  businesspeople's  minds  are  not  the 
big,  cosmic  topics  but  personal,  career-orient- 
ed matters.  Appropriately,  the  ideas  for  ques- 
tions (diis  issue:  "You  think  your  boss  is  wrong. 
How  do  you  tell  him?")  come  both  from  read- 
ers (mind@forbes.com)  and  from  the  staff. 

Perhaps  because  they  know  that  in  Forbes 
they  are  talking  to  an  audience  of  their  peers, 
high-ranking  execs  are  often  quite  willing  to 
let  their  hair  down  in  On  My  Mind.  "I  interviewed  13  women 
executives,  and  1  asked  them  all  if  they  cried  in  the  workplace," 
reporter  Ben  Pappas  recalls.  "One  said  no,  she  never  did,  and 
another  said  she  used  tears  from  beginning  to  end.  They  were  both 
successflil,  but  their  methods  were  completely  opposite."  That,  to 
me,  is  the  beauty  of  On  My  Mind:  It  produces  an  amazing  vziiety 
of  responses  to  a  single  question.  Isn't  that  what  life  is  like,  infi- 
nitely varied,  with  no  simple  answers  to  anything.'  Turn  to  page  18. 

Only  in  AmeHca 

In  this  issue  author  David  McClintick  tells  the 
fascinating  last-hurrah  tale  of  a  man  he  calls 
"the  most  intriguing  person  in  Hollywood 
today" — Kirk  Kerkorian.  At  the  age  of  80,  and 
after  two  previous  failures,  this  brilliant  busi- 
nessman is  seeking  once  again  to  crack  Holly- 
wood's inner  circle.  Whether  he  succeeds  this 
time  or  fails,  he's  clearly  a  fascinating  character 
and — as  McClintick  makes  clear — far  more 
complex  than  most  people  have  been  led  to 
believe.  McClintick  traces  Kerkorian's  only-in- 
America  saga  from  amateur  boxer  to  airline  magnate  to  gambling 
honcho  and  Chrysler  gadfly. 

David  McClintick  is  well  known  for  such  nonfiction  works  as 
Stealing  From  the  Rich,  the  story  of  the  Home-Stake  Oil  swindle, 
and  Swordfish,  about  how  the  U.S.  government  successfully  infil- 
trated the  Latin  American  drug  mafia.  He  got  to  know  Holl^avood 
well  when  he  wrote  the  bestselling  Indecent  Exposure,  his  1982 
book  about  the  infamous  David  Begelman  scandal  at  Columbia 
Pictures.  His  piece  on  Kerkorian,  "Third  try  at  the  club,"  begins 
on  page  218. 


David  McClintick 
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It  made  us  a  world 


It  helps  you  anticipate  your  own  future. 


AXA  is  a  world  leader  in  insurance  and 
investment,  with  $450  billion  in  assets  under 
management  and  business  operations  in 
more  than  50  countries.  Here  In  the  US, 
where  we  manage  $230  billion  in  assets,  we 
have  been  ser\/\ng  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance  Capital 
and  Donaldson,  Uifkin  &  Jenrette.  The  breadth 
of  our  experience  gives  us  the  knowledge 
and  vision  to  spot  opportunities.  It  helps  us 
design  innovative  insurance  and  investment 
solutions  that  meet  your  financial  goals. 
That's  why,  more  than  ever,  we  can  say: 


Go  ahead 


INSURANCE  A  INVESTMENT 


WnTIOURUSMKMBl 


Please  visit  our  Web  site:  hitp 
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Road  km 

History  is  littered  with  the  corpses 
of  down-market  versions  of  luxury 
car  brands.  So  Daimler-Benz  was 
taking  a  big  risk  launching  its  tiny 
Mercedes  A-class  car.  We  were 
impressed,  however,  with  the  bold- 
ness of  its  plans  and  the  quality  of  the 
A-class  (Sept.  8).  A  Forbes  reporter 
took  an  A140  at  60mph  around  the 
sharp  turns  of  the  autobahn  entry 
ramps  and  was  impressed  with  its  grip 
on  the  road.  One  thing  we  didn't  do 
was  the  "elk  test" — swerving  the  car 
sharply  at  40mph  without  braking,  as 
if  to  avoid  an  elk  on  the  highway. 
Swedish  automotive  journalists,  who 
routinely  perform  this  test  on  new 
cars,  did  it  to  the  A-class.  One  car 
ended  up  on  its  side — a  public  rela- 
tions disaster  for  Daimler-Benz, 
which  had  gone  out  of  its  way  to 
claim  that  the  A-class  was  the  safest 
small  car  on  the  road. 

Shouldn't  someone  in  Stuttgart 
have  performed  an  "elk  test"  on  the 
A-class  before  it  was  released."  It  will 
cost  the  company  more  than  $300 


■•,jp»*.ri..4e-- w,w ...  •  n  - 
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The  A-class,  top,  and  Swedish  driving  cone 
Though  the  elk  fiasco  threw  the  car's 
introduction  into  reverse,  it  will  ulti- 
mately prove  to  be  little  more  than  a 
speed  bump. 


million  over  the  next  two  years  to 
increase  the  car's  stability  on  turns, 
and  the  blow  to  the  company's  pres- 
tige is  incalculable. 

Still,  by  reacting  decisively  to  fix 
its  public  relations  problem,  Daim- 
ler-Benz has  in  the  long  run,  we 
believe,  redeemed  its  goof.  The  A- 
class  remains  a  hot  little  car,  even  if 
it  probably  will  not  make  money  in 
the  foreseeable  hiture.  And  the  other 
new  Mercedes  offerings,  including 
its  American  sport  utihty  vehicle,  are 
selling  like  crazy. 

We  remain  convinced  that  within 
two  years  Daimler  will  have  hit  its 
target  of  selling  1  million  cars — not 
just  luxury  sedans — and  the  "elk 
test"  will  be  history. 

-Paul  Klebnikov 

Science  fHction 

Seven  years  ago  Forbes  warned 
that  financial  troubles  loomed  for  the 
Boston-based  Christian  Science 
Church  due  to  a  cosdy  push  into  new 
media  ventures  (Sept.  17,  1990).  Two 
years  later  the  church  nearly  went 
bankrupt  and  was  forced  to  shut 
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Your  pulse  races.  Your  gut  quivers.  That  ^lttle  vein  in  your 
forehead  is  throbbing.  Senses— nneet  Toshiba  DVD 

PLEASE,  IMO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we  have  the  technology  that  fits  up  to  133 

minutes  of  heart-pounding  video  and  audio, 

normally  reserved  tor  the  finest  cineplexes, 
for  use  at  home  on  a  disc  the  size  of  a  CD. 
Picture  quality  that's  three  times  better  than 
VHS  and  audio  recorded  in  full  Dolby  Digital 
Surround  Sound  on  six  discrete  channels. 
And,  our  models  can  even  play  your  favorite       ^__ 

compact  discs.  5"  (same  as  CD) 

NO  WAITING.  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 

rewind  a  DVD    And,  there's  no  chance  of  your  favorite  DVD 

deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  wont 

have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  I  he 

packages  are   as  streamlined   and  efficient  as  the 

discs  themselves. 

TALL,  SHORT,  OR  FRENCH— 
WERE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of. 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 

multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 

disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  will  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


Toshiba  DVD 


You've  got  senses. T!S  ttief 

For  more  information,  call  1-800-346-667! 


TOSH  IB 

>itii    www.i«d.toihiba.con 
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o" "  single  malt  o>col;cli 


SIX  ^^orcis  or  less* 


sip» 
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sip. 


SIpc 


sip. 


You  could  spend  years  learning  all  Ikere  is  lo  know  about  single  mall  bcotch. 

JVlag  we  make  a  suggesHon ;    ine  six  Llassic  J^lalts  of  Scotland.  Lacn  represents  a 

particular  wnisky  style,  witn  its  o^vn  distinct  cnaracter,  age  and  place  on  the  map. 

logetner,  tney  give  you  tlie  complete  single  mall  experience. 

To  learn  more  aUut  tke  Classic  Malts  call  1  800  3 22 -MALT. 
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ne  l^lassic  ibxpenence 


OBAX   •   DaLWHINN'IE  •   GLENKINCHIE  •   CWACGANMORE  •  TaLISKER  •   LA(iAVULIN 
Visit  our  Website  at  www.scotch.com       Enjoy  The  Classic  Malts  Responsibly. 


down  its  cable  television  channel.  In  ' 
June,  after  barely  eking  out  $2.8  mil- 
lion in  earnings  for  its  latest  fiscal 
year,  the  118-year-old  church  decid- 
ed to  pull  the  plug  on  its  remaining 
broadcasting  venture — Monitor 
Radio — after  13  years  of  losses. 

Now  it  seems  the  church's  flag- 
ship newspaper,  the  award-winning 
Christian  Science  Monitor^  may  be 
endangered.  Faced  with  $11.5  mil- 
lion in  annual  losses  from  the  Mon- 
itor, church  leaders  are  said  to  have 
given  the  paper  until  the  year  2000 
to  stanch  the  bleeding.  If  the  losses 
can't  be  stopped,  the  church  will  cut 
the  daily  back  to  a  weekly.  Circula- 
tion has  dropped  to  just  70,000 
from  177,000  ten  years  ago. 

For  now,  the  church  has  committed 
$16  million  to  keep  the  paper  afloat 
and  to  improve  both  editorial  content 
and  marketing,  but  this  may  not  be 
enough.  -Maura  Smith 

Train  wreck  ahead? 

Amtrak's  fate  was  no  clearer  after 
this  fall's  political  and  labor  bargain- 
ing kept  the  national  passenger  rail- 
road running.  Or  at  least  lurching. 

Congress  authorized  $5.2  billion 
to  be  used  for  projects  such  as  high- 
speed trains  to  travel  the  Northeast 
Corridor. 

But  Congress  failed  to  address  the 
real  problem — outrageous  work 
rules — and  capitulated  to  the  Broth- 
erhood of  Maintenance  Way  Employ- 
ees with  a  3%  pay  hike.  Figure  similar 
settiements  for  Amtrak's  other  unions 
and  you  can  kiss  some  $500  million 
goodbye  over  five  years. 

As  long  as  Amtrak  remains  a  polit- 
ical football,  there  is  no  chance  the 
losses  can  ever  be  stopped.  When  the 
system's  managers  have  sought  to 
pare  uneconomic  routes  or  to  stand 
up  to  union  wage  demands,  they've 
been  overruled  by  Congress — with 
Republicans  as  guilty  as  Democrats. 

Any  hope.^  Joseph  Vranich,  an 
early  Amtrak  advocate,  has  published 
a  study  that  urges  devolving  "sus- 
tainable" parts  of  the  route  structure 
to  local  authorities  or  the  private 
sector.  He  writes:  "The  U.S.  could 
phase  out  Amtrak  yet  retain  services 
that  meet  legitimate  travel  needs." 
-Tim  W.  Ferguson    IB 

Forbes  ■  December  15,  1997 


1  well-polished  furnishings 


ii 


Sterting  Silver  Cuff  Links.  Shown,top  left;  just 
a  few  from  our  coUection,  60.00-110.00. 

Metropolitan  View.  Only  at  Bloomingdale's 

Shown, top  right:  our  Black  and  Silver  Neckwear 
CoUection,  39.50.  Made  in  USA  of  Italian  silk. 

Our  Metropolitan  View  Platinum  Label  dress 
shirts.  Shown,  top  right:  white  twill  dress  shirt 
with  point  collar  and  French  cuffs,  90.00. 
Made  in  Italy. 

Canali.  Only  at  Bloomingdale's.  At  left:  the 
Canali  Neckwear  Collection.  Shown,  lower  left, 
left  to  right:  black  with  gold  slashes;  gold  woven 
brocade  with  black  dots;  black  checkerboard  with 
silver  squares,  87.50  each.  Made  in  Italy. 

The  Canali  Dress  Shirt  Collection.  Shown,  lower 
left:  white  pique  dress  shirt  with  point  collar, 
135.00.  Made  in  Italy. 

Note:  All  ties  are  silk;  all  shirts  are  100%  cotton, 
sizes  14'M714,  average  sleeve  length. 

In  The  Men's  Store  on  1  and  the  Lower  Level, 
59th  Street.  And  all  our  stores.  To  order,  call 
1-800-555-SHOP,  item  reference  #M447,  9.00 
delivery  fee,  allow  two  weeks  for  delivery. 
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WNAFS  WORRYING  TOP  EXECUTIVES/EDITED  BY  XATARZYNA  MORENO 


Tou  think  your  boss  is  wrong. 
How  do  you  tell  him? 

"The  chief  executive  I  work  for  is  too  conservative,"  E-mails  a  Forbes  reader,  a  vice 
president  of  sales  at  a  company  he  would  rather  not  name.  "Our  customers  sense 
that  he  is  out  of  touch  with  our  industry.  What  do  I  do?  Any  ideas?" 


m 


By  Forbes  reporters 


"There  is  no 
democracy 
on  a  boat." 


Steven  Swanson, 
artist 


'Copyright  ©  1995, 
1996  by  Robert  S. 
McNamara. 
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Robert  S.  McNamara 

Secretary  of  Defense  (1961-68) 
They  [the  Joint  Chiefs  of  Staff]  sharply  chal- 
lenged .  .  .  my  recommendation  to  level  off 
U.S.  deployments  [in  Vietnam]  and  my  advice 
that  we  press  ever  harder  for  negotiations.  .  .  . 
The  differences  between  me  and  the  chiefs 
were  not  hidden,  yet  they  also  were  not 
addressed.  Why. >  Most  people  wish  to  avoid 
confrontation.  ...  I  speculate  that  LBJ — like 
all  presidents — wanted  to  a\oid  an  open  split 
among  his  key  subordinates.  ...  So  he  swept 
our  divergence  of  opinion  under  the  rug.  It 
was  a  very  human  reaction.  But  I  regret  that 
he,  [Secretary  of  State]  Dean  [Rusk]  and  I 
failed  to  confront  these  differences.  .  .  . 
-from  In  Retrospect  (Random  House)* 

\^^lliam  Oesterle 

General  Partner 
CID  Equity  Partners 

At  one  company  I  worked  with,  the    hief 
executive  officer  wanted  to  sell  his  pri  iuct  in 
competition  with  his  distributors.  The    hief 


operating  officer  disagreed,  but  didn't  know 
how  to  confront  the  chief  executive. 

One  day  the  chief  operating  officer  and  the 
CEO  had  a  flight  between  Boston  and  Latrobe, 
Pa.  The  chief  operating  officer  was  driving 
both  of  them  to  the  airport  and  intentionally 
missed  the  flight,  so  they  had  to  drive  about 
eight  hours  to  Latrobe.  He  did  it  to  have  the 
CEO's  undivided  attention  for  the  whole  trip. 
At  first  the  ceo  was  really  mad,  but  in  the  end 
they  talked  about  riieir  disagreement  and  went 
ahead  and  worked  effectively  together. 

The  direct  approach  is  the  best  approach. 
Half  of  the  successflil  chief  executives  out 
there  quit  working  for  someone  else  because 
they  had  confronted  a  superior  with  a  good 
idea  but  were  rejected.  You  can  quit  your  way 
to  the  top  if  that  doesn't  work! 

J.W.(Bm)  Marriott  Jr. 

Chief  Executive  Officer 
Marriott  International 

There  was  a  hotel  in  California  that  I  tliought 
we  should  pick  up  and  convert  into  a  Marriott. 
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i"  your  IT  challenges  are  expanding  faster  than  your  staff,  you  users  from  a  single  console,  and   manage  applications  and 

lould  be  looking  at  Tivoli's  TM  E  10'"  enterprise  management  events  on  an  enterprise  scale.  And  because  so  many  vendors  work 

bftware.  It  controls  all  your  systems,  networks  and  applications  with  our  uniquely  open,  scalable,  cross-platform  framework,  you 

'om  the  data  center  to  the  desktop.  So  you  can  increase  can  count  on  choosing  best-in-class  products.  Something  else  to 

roductivity  by  automating  routine  tasks  and  giving  a  leaner  IT  count  on:  As  an  IBM  company,  we  can  support  your  enterprise 

taff  the  power  to  manage  anything,  anywhere.  You  can  enhance  wherever  you  do  business -no  matter  which  vendors  you  choose, 

vailability  by  proactively  managing  distributed  systems.  You  To  see  how  we  can  help  you  better  leverage  IT  assets,  visit 

an  deploy  software  like  SAP  R/3  or  Lotus  Notes®  to  thousands  of  Tivoli  Systems  Inc.  at  www.tivoli.com  or  call  1  800  2TIV0LI. 

l/VHEN  YOUR  "TO-DO"  LIST  GETS  BIGGER  THAN 
YOUR  IT  BUDGET,  IT'S  TIME  FOR  TIVOLI. 


Tivoli  Systems  Inc.  www.tivoli.com 

Tivoli  and  TME 10  are  trademarks  ol  Tivolj  Systems  Inc  in  Itie  U  S  and/or  oltiei  countiies  IBM  is  a  trademark  ol  International  Business  Machines  Coiporalion 
in  Itie  tJS  and/or  other  countries.  Lotus  Notes  is  a  registered  trademark  ol  Lotus  Development  Corporation,  Olhei  company,  product  and  service  names  may  tw 
Irademaiks  or  service  marts  ol  others.  ©  1997  Trvoli  Systems  Inc  All  rights  reserved 


lit^ll 


The  power  to  Manage  anything,  anywhere 


*1f  superiors 
reject  your 
ideas,  you 
can  always 
quit  your 
way  to  the 
top!" 


William  Oesterle, 
general  partner, 
CID  Equity  Partners 


I  was  all  hot  to  do  it,  but  one  of  our  younger 
guys  just  said  that's  a  dumb  idea.  He  was  the 
most  junior  guy  at  the  table,  and  he  was  the 
only  one  who  spoke  up  against  it.  This  was  a 
good  20  years  ago.  I  know  what  happened  to 
him:  He's  a  billionaire.  He's  Al  Checchi,  who's 
running  for  governor  of  California. 

Daniel  Hampston 

Locomotive  Engineer 

Wisconsin  Central  Transportation 

I've  said  "no"  to  my  boss  and  to  my  boss' 
boss.  I've  yelled  at  them.  I  have  some  respon- 
sibilit^^  I  am  out  here  running  freight  trains, 
and  they  are  sitting  in  the  office. 

About  two  years  ago  Wisconsin  Central 
implemented  a  remote  control  operation  that 
allows  one  man  to  run  a  train,  instead  of  t\vo 
or  four  men.  We  [the  locomotive  engineers] 
said  it  wasn't  safe.  Our  vice  president  came  up 
and  said,  "Like  it  or  not,  it's  going  to 
happen."  We  had  a  screaming  match.  Basically 
we  told  our  boss  that  we  wouldn't  run  the 
trains  if  they  didn't  get  the  safen,'  features. 

They  put  in  a  tower  so  we  could  have  radio 
communication  with  our  dispatcher.  And  they 
gave  us  first-aid  kits,  snowshoes  and  cell 
phones.  By  telling  people  what  should  be 
done,  you  get  what  you  need. 

Criminal  Attorney 

New  York  City 

My  boss,  an  assistant  D.A.,  is  completely  out 
of  touch  with  realit)^  Here  is  a  guy  with  no 
experience  whatsoever  in  a  courtroom.  My 
boss  has  done  one  trial.  I've  done  20. 

Just  the  other  day  I  had  a  situation  where  a 
person  was  caught  with  the  proceeds  of  a  bur- 
glary a  short  time  after  the  crime,  so  the 
police  arrested  him  and  charged  him  with  bur- 
glary. That's  a  very  weak  burglary  case 
because  nobody  sees  him  in  the  building  or 
coming  out  of  it.  It's  really  hard  to  say  that 
this  guy  didn't  just  find  the  stuff  on  the  street. 
And  a  New  York  jury  is  liable  to  believe  that. 

But  my  boss  said,  "It  sounds  like  a  strong 
case  to  me."  I  really  wanted  to  snap  his  head 
off  So  I  don't  really  talk  to  him  much.  I  just 
go  out  there  and  get  the  job  done. 

Steven  Swanson 

Artist 

I  sailed  around  the  world  for  28  months  with 
my  dad — the  boss  and  captain  of  the  boat.  We 
were  in  Okinawa  one  day,  and  a  typhoon  was 
approaching  fast.  We  needed  to  decide  whether 
to  go  to  shore  or  out  to  sea.  If  we  went  to 
shore,  we  risked  getting  tossed  up  out  of  our 
moorings  onto  land  or  another  boat,  or  pum- 
meled  bv  debris.  Out  to  sea  vou  don't  know 


what  the  hell  will  happen  in  50-foot  waves. 
I  didn't  like  the  idea  of  going  out  to  sea. 
Dangerous  as  it  was,  I  knew  what  we'd  be  in 
for  on  shore.  I  told  my  father  so.  The  whole 
crew  agreed,  but  there  is  no  democraq'  on  a 
boat.  He  listened  to  our  view,  then  said, 
"We're  going  out  to  sea."  Even  though  I  did 
not  agree  with  the  captain's  decision,  I  sup- 
ported it.  So  we  went  out  to  sea.  It  was  hairy, 
lasted  24  hours.  But  we  survived  it.  With  his 
experience,  I  should  have  trusted  him  all  along. 

Beth  Silverberg 

Attorney 

Cahill,  Gordon  &  Reindel 
Don't  try  to  tell  the  boss  he's  wrong,  just 
show  him  an  innovative  way  to  solve  the  prob- 
lem. And  demonstrate  it. 

When  I  was  a  paralegal,  my  company  hired 
a  detective  firm  because  my  boss  was  looking 
into  somxC  criminal  behavior.  But  I  found  the 
information  faster  than  the  detectives  just  by 
making  certain  calls  that  they  didn't  make.  It 
wasn't  like  I  was  showing  the  boss  up,  but  I 
was  able  to  do  something  that  he  would  nor- 
mally have  to  pay  an  outside  firm  for.  He  w^as 
impressed.  I  earned  brownie  points  for  that. 

Peter  Grosz 

Unemployed 

I  don't  know  why  people  have  a  problem 
telling  the  boss  that  he's  wrong.  I  do  it  more 
often  than  I  tell  him  he's  right.  Of  course,  I've 
never  held  a  job  for  longer  than  six  months. 

Laurence  J.  Stybel 

President 

Stybel,  Peabody,  Lincolnshire 
I  w^as  once  with  a  large  consulting  firm,  trying 
to  sell  our  services  to  a  bank.  The  CEO  of  the 
bank  kept  going  on  about  things  he  didn't 
like  about  Jews.  I  was  28,  it  was  the  first  time 
I  had  gone  out  on  my  own,  and  I  was  desper- 
ate to  make  a  sale.  But  I  was  so  offended  I 
said,  "I'm  not  here  to  talk  about  religion  and 
I  resent  it."  I  got  up  to  go,  but  he  said,  "Kid, 
sit  down.  I'm  surrounded  by  yes-men  who 
have  no  balls.  You  have  balls."  I  was  flabber- 
gasted. And  I  got  the  $500,000  deal. 

Go  with  your  gut.  If  your  gut  tells  you  to 
confront  your  boss,  confront  him.  ^ 


What's  on  youi*  mind^ 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Atlantic  City's 
Finest  Fantasy 


Atlantic  City's  crown  jewel, 
the  Trump  Taj  Mahal,  stands 
as  a  magnificent  monument  to 
the  Trump  spirit  of  style  and 
elegance.  Number  One  in  slots, 
table  games,  poker  and  revenues  , 
the  Trump  Taj  Mahal  is  considered 
by  many  to  be  the  finest  resort 
in  the  world,  and  has  established 
itself  as  a  'must-see'  when  visiting 
Atlantic  City.  With  the  opening 
of  the  spectacular  new  Taj  Garaj  , 
adding  over  5,000  parking  spaces, 
as  well  as  the  introduction  of 
the  Hard  Rock  Cafe,  Official 
All  Star  Cafe  and  the  renowned 
Stage  Deli,  the  Trump  Taj  Mahal 
surrounds  its  guests  with 
unprecedented  luxury,  opulence, 
convenience  and  excitement. 

I 
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CASINO  •  resor:* 

http://www.trumptaj.com 


•Based  on  filings  with  the  NJCCC  thru  October  1996. 
Gambling  Problem?  Call  1-800-GAMBLER. 
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FATHERS  AND  DAUGHTERS  ARE  DEFINITELY  GANT 


GANT   fff)  U.S. A 

AIVIERICAIM    SPORTS\A/EAR 


1-800-USA-C3AIMT 

B4B    FIFTH    AVENUE,    NEW    VORK,    N.Y. 
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readers@forbes.com 


The  dirt  on  recycling 

Sir:  Re  "Why  recycling  is  garbage" 
(Nov.  17,  p.  104).  God,  what  a  stupid 
article.  The  fact  that  the  depletion 
point  for  resources  may  be  decades 
off  does  not  validate  the  inefficient 
use  of  them.  Not  conserving 
resources  is  sort  of  like  a  2  5 -year-old 
smoking  cigarettes.  The  damage 
won't  develop  into  a  problem  for  30 
years.  So  go  ahead,  smoke  a  few 
packs  a  day.  Worry  about  it  when  it 
becomes  an  immediate  problem. 

Silly,  huh.> 
-Michael  Schwaeber 
Chicago,  III. 

Sir:  Recycling  is  worse  than  ineffi- 
cient. It's  infuriating.  Last  year  I 
started  using  a  small  blue  box  pro- 
vided by  the  city  for  newspapers  and 
three  of  my  own 
containers  to 
separate  glass, 
aluminum 
and  plastic  to 
save  the  gar- 
bagemen  the 
hassle  of  sort- 
ing in  their 
truck.  But  the  gar- 
bagemen  told  me  they  were  only 
allowed  to  take  materials  from  the 
small  blue  box,  and  a  bureaucrat  con- 
firmed this  over  the  phone. 

So  now  I  pitch  recyclables  into  the 
small  box  until  it's  full,  then  aim  for 
the  garbage  can.  Now  more  recy- 
clables go  into  the  landfill.  The  cit)^ 
made  me  do  it. 
-Mike  Cakora 
Columbia,  S.C. 

Sir:  Since  Dan  Seligman  is  so  against 
recycling,  let's  locate  that  30-mile- 
square  garbage  pit  that  he  discussed 
next  to  his  house.  That  is,  if  he 
doesn't  live  near  me. 
-Damd  Musser 
Houston,  Tex. 

Flunking  math 

Sir:  Re  "Bottomless  pit"  (Charticle, 
Nov.  3,  p.  52).  There's  nothing  odd 
about  finding  no  correlation  between 
school  spending  and  achievement. 
This  is  what  we  should  expect  well 
past  die  point  of  diminishing  returns. 
Once  classrooms  are  provided  with 


teachers  and  textbooks,  additional 
spending,  apparently,  is  ineffective. 
-Taras  Wolansky 
Jersey  City,  N.J. 

Debunking  deflation 

Sir:  Re  "The  dreaded  D  word"  (Nov. 
17,  p.  42).  While  investment  strate- 
gists sometimes  predict  events,  rarely 
can  they  predict  the  timing.  You  write 
that  Merrill  Lynch's  Charles  Clough 
has  preached  about  deflation  for  "sev- 
eral years."  The  "excess  capacity'"  he 
speaks  of — 30%  more  retail  selling 
space  and  23  new  sport  utility  vehi- 
cles— is  merely  the  invisible  hand  of 
consumer  preference. 

Spell  it  D-E-M-A-N-D. 
-Buzz  Lynn 
Sacramento,  Calif. 

The  real  culprit  at  EPA.^ 

Sir:  Re  "Carol  Browner,  master  of 
mission  creep"  (Oct.  20,  p.  170). 
Here's  what  your  article  boils  down  to: 
The  epa's  gotten  bigger  since  1970. 

Since  it  has  been  handed  a  host  of 
new  responsibilities,  this  isn't  surpris- 
ing. All  of  the  responsibilities,  how- 
ever, were  in  place  at  the  end  of 
George  Bush's  presidency.  The 
agency's  budget  on  that  date  was 
$6.9  billion,  up  33%  in  four  years. 
After  four  years  of  Browner's  tenure, 
the  budget  has  increased  by  less  than 
2%,  less  than  inflation  for  that  period. 

Who's  the  master  of  mission  creep? 
-Carl  Pope 
Executive  Director 
The  Sierra  Club 
San  Francisco,  Calif. 

Stop  whining  and  pay  up 

Sir:  Re  "Commentary"  (Dec.  1, 
p.  37).  I  have  a  suggestion  for  those 
who  disapprove  of  George  Soros'  ide- 
ology: Make  your  own  fortune  and 
spend  it  on  causes  dear  to  your  heart. 
-Alexei  Tkachenko 
Newark,  N.J. 

Order  a  coke,  anger  a  snob 

Sir:  Re  "On  handling  haught)-  som- 
meliers"  (Nov.  17,  p.  212).  I  usually 
don't  mind  snooty  Easterners  but 
once  in  a  while  I  have  to  respond.  So 


your  columnist  thinks  one  should 
never  order  white  zinfandel  since  it's 
only  "one  step  past  coke?"  Blaugh. 
I  drink  coke  at  restaurants 
and  I  sometimes  order  white 
zin.  Other  times  I  like 
to    rinse    out 
my      mouth, 
which     I     do 
with     astrin- 
gent mouth- 
wash or  a  sip 
of  dry  white 
wine.  Either 
one  will  pucker 
your  lips.   But  spend   $300  for  a 
bottie?  Never. 
-Thom.\s  R.  Busard 
Sprin£i  Lake,  Mich. 

Herd  on  The  Street 

Sir:  Re  "Diagnosticians  who  can't  pre- 
scribe" (Stock  Trends,  Dec.  l,p.  328).  If 
Laszlo  Birinyi  had  one  iota  of  under- 
standing of  technical  analysis  he  would 
realize  why  he  misses  market  turns. 

Crowds  don't  act  exacti)'  the  sam.e 
but  do  so  enough  to  allow  technicians 
to  spot  turning  points  before  quarter- 
ly earnings  releases.  Many  technicians 
said  in  November  1994  that  bond 
yields  would  top  at  around  8.15%. 
Most  were  calling  for  an  s&p  500  top 
near  980  this  year.  And  I  was  scream- 
ing on  the  morning  of  Oct.  28  that 
the  Dow  would  stop  falling  near 
7000.  The  fundamental  guys  told  me 
we  were  going  to  6400. 
-Steven  W.  Poser 
New  Tork,  N.T. 

You're  malicious 

Sir:  Re  "Spice  Girl"  (Follow  Through, 
Nov.  17,  p.  14).  EMI  increased  its  U.S. 
sales  in  the  first  half  of  this  year. 
[And]    Nancy    Berry,    who    is    not 
British,  as  implied  by  your  caption, 
has  played  a  ke\'  role  in  Virgin's  suc- 
cess, [but]  doesn't  have  managerial 
responsibiht)'  for  Virgin  America.  The 
malicious  innuendo  is  unworthy  of 
your  journal. 
-Colin  G.  Southgate 
Chairman 
EMI  Group 
London,  U.K.  Hi 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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ABSOLUT  VODKA  PRODUCT  OF  SWEDEN  40  A^D  50'c  ALC'VOL  (80  AND  100  PROOFi  m\'  GRAIN  NEUTRAL  SPIRITS  ABSOLUT  COUNTRY  OF  SWEDEN  VODKA  &  LOGO.  ABSOLUT  ABSOLUT  BOTTLE  OfiSKSN  A9J0LL^T 
CALLIGRAPHY  AND  ABSOLUTVODKA  COM  ARE  TRhOEMARKS  OWNED  BY  ViS  VIN  &  SPRIT  AB  Q1997  V&S  VIN  &  SPRIT  AB.  IMPORTED  BY  THE  HOUSE  OF  SEAGRAM.  NEW  YORK  NY  PHOTOGRAPH  BY  ST£V£  BRONSTEIM 
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Information  is  power. 

(And  you1l  get  a  lot  more  of  it 

when  you  use  our  56K  modem.) 

When  you'ne  looking  for  business  infonnation,  you  want  to  get  rt  fast  Use  a  U.S.  Robotics®  56K 
modenn  with  x2'^  technology  to  download  the  MSNBC  Web  site  and  that's  exactly  how  you'll  get  it 

As  the  fastest  modem  we've  ever  cnsated  for  use  over  regular  phone  lines,  the  U.S.  Robotics 
56K  modem  lets  you  get  the  most  out  of  the  Internet  -  quickly  Mone  than  1,100  Internet  pnoviders 
worldwide,  including  MindSpring  and  NETCOM,  offer  live  x2  service  nght  now,  so  you  can  start 
using  your  U.S.  Robotics  56K  modem  today^  We'll  even  guarantee  a  fnee  upgrade  to  ensune  it  meets 
the  intemational  56K  standard  when  it's  established  (expected  in  1998).^ 

For  mons  infonnation,  call  1-800-525-USR1  orvisitwww.3com.com/x2power.  Even  better  if 
you  buy  a  U.S.  Robotics  56K  modem  right  now,  you'll  get  $50  cash  back  by  mail." 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  experience  what  true  power  really  feels  like. 


i^loboticsRI 
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The  «nage  portrayed  n  the  aAertisenient  may  c  rr«y  not  be  a  compdaiion  of  mages  tnsm  the  peo&c  srte. 

1  AB  1(2  pfwJucts  are  capable  of  56  Kbps  downloack  however  Aje  to  FCC  nies  ■a+hc^  reOTia  poww  ouipai  c*  serwce  pros»<ter5'  modern!^ -o^nm  dcMrJoacJ  ipeeds  *e  bnled  to  53  ttps. 

Actual  speeds  may  vary  dependng  on  Ine  condH'ons  Uptoads  Irom  end  users  to  prov«len  tra^  Jt  238  IQips 
I  An  x2  rrKxtem.  a  tocal  analog  phone  hne  cotipajbte  wrth  x2  technotogy  arx*  an  Internet  prtiv»der  -Mt^  x2  sewce  are  requ»«l  for  these  hig^  speed  dow^ads.  See  wMMjcomconVKZ  far  detas. 
3.  Upp^des  must  be  claimed  by  &0<y9a 
4  150  fna««  rebate  vahd  with  p(^th3seorSportster*56KnKidek  1783. 1784. 1785.  )7S&  1787  and  178^  C^ 

See  www  3con\corTVx2cWfk«rs  for  detaH 
©1997  3Coni  Corporation  or  <ts  iubfldanes,  AB  n^  reserved  3Conf\  the  3Com  toga  US  Rctoobci  the  USRobotic  logo  and  Sportster  are  repstered  trademark  *x3  xZ  tf*  x2  togo  *x)  Coirw 

jre  tradoTurks  of  3Com  Corporabon  or  its  subn^jnes.  Al  other  product  or  senice  nsrrws  are  used  for  tdercAcaDon  puposes  on^.  and  may  be  trademark  arxVor  rggstered  vfademyVs  of  It^ 

rnpectrve  compar«es  FVrxluct  ^>eoficai&ons  subject  to  change  wittyxjt  notice.  11/6^7  04216 


U.S.  Robotics.  From  the  leader  in  networking. 
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"With  all  thy  getting  get  understanding" 

Fact  and  Gommetit 


By  Steve  Forbes,  Editor-in-Chief 


DIMINISHING  SADDAM 


Two  STEPS  that  the  U.S.  should 
take  to  isolate  and  undermine  Sad- 
dam Hussein  are  to  declare  all  of 
Iraq  a  no-fly  zone  and  to  engage  in 
Radio  Free  Europe -like  broadcasts 
to  Iraq. 

Saddam  is  heavily  dependent  on 
air  power  to  quickly  quell  uprisings 
or  army  mutinies.  Immediately  after 
the  GulFwar,  rebellions  broke  out  in 
numerous  parts  of  Iraq.  Saddam 
was  doomed  until  we  inexplicably 
allowed  him  to  fly  his  helicopters 
and  aircraft,  which  he  promptly 


U.S.  patrolling  the  nofly  zone:  If  Saddam  loses 
his  airpower,  he  may  lose  his  country  as  well. 


used  to  crush  these  uprisings. 
Would-be  rebels  would  be  more 
prone  to  act  if  they  knew  Saddam 
was  deprived  of  his  critical  air  power. 

Powerftil  radio  broadcasts  would 
battle  Saddam  on  a  daily  basis  with- 
out tiring  a  shot.  Such  transmissions 
were  critical  in  undermining  the 
former  Soviet  empire. 

Alas,  this  Administration  is 
unlikely  to  take  such  sensible  steps, 
preferring  instead  to  stick  with  a 
disastrous,  ostrich-like  policy  of  drift 
and  appeasement. 


PHONY  LINKAGE 

The  U.S.  is  pressing  Israel  to  rejuvenate  the  peace  process  Arabs  are  skittish  because  they  doubt  President  Clinton 
as  a  means  of  helping  us  shore  up  support  for  our  increas-  has  the  resolve  to  bring  down  Saddam.  This  tear  has  noth- 
ingly  feeble  efforts  to  curb  Saddam.  How  wrongheaded.      ing  to  do  with  our  policy,  if  diere  is  one,  toward  Israel. 

WHY  THROW  GOOD  MONEY  AFTER  BAD? 

Congress  is  blocking  a  $3.5  billion  authorization  for  roiling  more  and  more  of  the  world.  Its  austerin' policies 
the  International  Monetary  Fund.  It  should  continue  to  of  devaluation  and  higher  taxes  are  highly  harmftil.  If  tliis 
do  so.  Along  with  our  Treasury  Department,  this  agency  crisis  is  not  soon  stemmed,  the  U.S.  will  be  paying  a  real 
has  been  prolonging,  deepening  die  currency  crisis  that  is     price  in  both  lost  growiJi  and  lower  equit)'  values. 


SICKLY 

The  health  care  financial  crisis  is  heating  up  again. 
We're  back  on  the  treadmill  of  escalating  costs,  which  will 
squeeze  the  quality  and  availability  of  medical  services. 

Insurance  premiums  are  rising.  Politicians  of  all  per- 
suasions are  proposing  an  array  of  regulations  for  HMOs. 
Washington  is  tightening  price  controls 
on  Medicare  and,  come  the  new  year,  will 
prohibit  doctors  from  treating  Medicare- 
eligible  citizens  on  a  private  basis. 

No  wonder.  There  is  still  not  a  gen- 
uine, free-enterprise,  consumer-oriented 
health  care  system.  Managed  care  is  a 
form  of  top-down,  bureaucratized  medi- 
cine run  by  the  private  sector  instead  of 
the  federal  government.  The  system  now 
evolving  will  become  increasingly  hostile 
to  innovadon.  State-of-die-art  equipment 


ANALYSTS  EXPECT 


TREND 

and  new  medicines  and  treatments  are  initially  very  expen- 
sive. Growing  use  and  experience  bring  down  real  costs. 
But  the  way  managed  care  and  government  care  are 
evolving  will  make  it  increasingly  difficult  for  pro\iders  to 
be  able  to  afford  to  try  expensive  breakthroughs. 

Growing  demand  for  health  care  is 
considered  a  serious  problem.  Wliy  isn't 
it  seen  for  what  it  is,  an  enormous 
opportunity'?  Increased  demand  for  just 
about  all  other  goods  anci  services — 
autos,  houses,  food,  software,  etc. — is 
considered  a  positive  thing. 

The  way  we  finaiice  hcaldi  care  is  what 
is  undermining  it.  Employers  buy  med- 
ical insurance  with  pretax  dollars.  Indi- 
viduals, for  the  most  part,  can't.  They 
pay  premiums  with  aftertax  dollars.  Not 


TO  RISE  SHARPLY 


AT  LEAST  5%,  ON  AVERAGE 


— New  York  Times 
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surprisingly,  most  pri\'ate  insurance  is  pro\'ided  by  employ- 
ers. For  all  the  changes  in  recent  years  in  how  medicine  is 
practiced,  individuals  still  have  precious  little  say  in  how 
health  care  dollars  are  spent  here.  We  still  have  a  top- 
dowTi,  more-stick-and-Iess-carrot  approach.  Consumerism 
is  almost  nonexistent.  Most  health  insurance  in  America 
is  not  insurance  in  the  traditional  sense;  it  is  but  a  pre- 
payment for  next  year's  expenses. 

The  solution  is  Medical  Savings  Accounts.  An  individ- 
ual could  get  a  high-deductible  catastrophic  illness  policy, 
which  would  save  enormously  on  premiums.  (Imagine 
what  auto  insurance  would  cost  if  you  were  able  to  file 
reimbursement  claims  e\ery  time  you  paid  for  gasoline  or 
changed  a  tire.)  The  sa\ings  from  the  difference  in  premi- 
ums between  the  high-deductible  plan  and  the  more  usual 


coverage  would  be  deposited  in  the  individual's  account 
to  be  used  for  routine  expenses.  If  one  saved  on  the  price 
of  a  prescription,  it  would  be  money  in  one's  pocket. 

It's  not  surprising  that  President  Clinton  and  the  First 
Lady  are  opposed  to  MSAs,  because  such  accounts  would 
reduce  government  control  and  end  the  piecemeal  national- 
ization of  American  medicine.  But  congressional  Republicans 
ha\e  aided  the  Clintons  by  nearly  killing  MSAs  with  onerous 
restrictions.  Those  restrictions  should  be  removed.  Anv 
employer  should  be  allowed  to  offer  MSAs  to  employees. 

Medical  Savings  Accounts  would  return  power  to  the 
patient.  They  would  dramatically  change  the  dynamic  in 
health  care  by  making  providers  ultimately  answerable  to 
the  consumer  instead  of  to  some  third  part)'. 

The  sooner  we  enact  MSAs,  the  healthier  all  of  us  will  be. 


SOLD 

Ix  October  I  visited  one  of  Iowa's 
premier  retailers.  Von  Maur  depart- 
ment stores.  There  is  enormous 
pride  in  those  who  work  there,  an 
example  being  a  spic-and-span  load- 
ing area.  One  proof  of  this  compa- 
ny's marketing  sax-xy  is  this  credit 
card  that  was  given  to  )'ours  truh'. 

A  FORCE  FOR  FREEDOM  AND  PROSPERITY 


The  Fire  of  Invention — by  Michael  No\'ak  ( Rowman  & 
Littlefield  Publishers,  Inc.;  S19.95).  Brilliant,  succinct 
analysis  of  die  American  corporation  toda)'.  Novak  con- 
\dncingly  portrays  this  much -reviled  institution 
as  an  unparalleled  creator  of  wealth,  mobilizing 
people  and  capital  to  perform  innovative,  com- 
plex tasks,  its  very  independence  from  go\ern- 
ment  making  it  a  vital  bulwark  for  democracy 
and  libert);  Corporations  can  take  quick  action 
in  meeting  the  needs  and  wants  of  people.  The 
wealth  created  b)'  corporations  has  enriched  mil- 
lions through  rising  equit\'  prices  and  has  fund- 
ed countless  charities  around  the  nation. 

Novak  picks  up  a  theme  of  Abraham  Lincoln's — 
stressing  the  importance  of  patents  and  cop^iights  in 


Till-: 
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ness  groups  and  gi\'mg  hostile  special  interest  groups  more 

sway  o\er  corporate  practices  and  policies.  Why  tn'  to  appease 

enemies  of  freedom?  Socialism's  antibusiness  attitudes  remain 

alive  and  well.  L"^nder  the  guise  of  accountability', 

— ^    sa\-ing  the  emironment,  helping  children,  curbing 

excess  compensation  and  empowering  workers, 
socialists  will  try  to  lasso  and  hog-tie  the  corpora- 
tion while  professing  belief  in  the  free  market. 
Excerpt:  During  most  ofhtitnan  history,  land  had 
been  the  most  important  source  of  wealth;  in  Amer- 
ica, intellect  and  know-how  became  the  major 
source.  Lincoln's  motive  infavorin£i  the  Homestead 
Act  and  the  patent  clause  (and  both  to£iether)  was 
to  prevent  the  West  from  beinjj  dominated  by  lar^e 
estates  and  great  landowners,  so  that  it  might 


frieUng  in\'ention.  He  also  deals  sensiti\ely  and  sensibly  with  become  a  society  of  many  freemen  and  many  practical, 

the  ven*'  real  ethical  issue  of  patenting  in  the  field  of  genetics.  inventive  minds.  And  so  it  has.  More  than  5  million  patents 

Executives  are  warned  of  the  dangers  of  frinding  antibusi-  have  been  issued  in  the  U.S.  since  the  first  patent  law  ofl  790. 

RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  otherVoKBES  eatery  experts  Jeff  Cunninjfbam  and  Tom  Jones. 

•  La  Caravelle — Shoreham  Hotel,  33  West  55th  St.  borhood  setting  with  the  distinction  of  Midtown  food. 
(Tel.:  586-4252).  There  is  no  finer  dining  experience  in  •  Le  Select — 507  Columbus  Ave.,  near  85th  St.  (Tel.: 
New  York.  The  sersice  is  exquisite.  The  food  is  sensational.  875-1993).  The  ambience  is  rustic  and  attractive;  the 

•  Granville — 40  East  20th  St.  (Tel.:  253-9088).  St\'l-  food,  tastN^  and  ample.  Particularly  good:  pesto  risotto  with 
ish,  hip  restaurant  serving  wonderful  food  with  a  New  vegetables  and  shrimp;  seafood  salad  ceviche;  and  a  nos- 
Orleans  accent.  For  appetizers,  Louisiana  crab  cakes  and  talgic  dessert  menu.  Ser\ice  can  seem  a  bit  disinterested, 
shrimp  remoulade  are  noteworthy.  For  main  courses,  tr\-  •  Canal  House — SoHo  Grand  Hotel,  310  West  Broad- 
the  grilled  salmon  filet  and  the  sauteed  Mississippi  tilapia;  way  (Tel.:  965-3588).  The  place  to  observe  the  Down- 
both  are  outstanding.  town  scene.  Good  comfort  food,  consisting  of  sophisti- 

•  Primavera — 1578  First  Ave.,  at  82nd  St.  (Tel.:  861  cated  renderings  of  old-time  classics.  The  macaroni  and 
8608).  Charming  and  intimate  Upper  East  Side  spot.  Per  cheese  is  outstanding;  the  roasted  duck  is  dehcious. 
feet  place  to  take  guests  \\hen  you  want  the  feel  of  a  neigh-  Desserts  are  homev  and  good.                                         ^ 
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PATEK  PHILIPPE 

GENEVE 
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You   never 

ctually   own   a   Patek   Philippe. 


You  merely  take  care  of  it  for  the  next 


eneration.  The  new  men's  Neptune.  Self-winding, 


hand-crafted  in  18  karat  solid  gold.       Begin  your  own  tradition. 

VIen's  Neptune:  ref.5081/1.  For  information:  Patek  Philippe,  Dept.  304,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 
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E'VE    BACKED   AMERICA 
FOR   89    YEARS. 
E'RE    BACK   HERE   TODAY 


CIT 

NYSE 


©1997  The  CIT  Group.  Inc. 


At  The  CIT  Group,  we  are  proud  to  announce  that  we  are  once  again  a  publicly  traded  company. 
Listed  on  the  NYSE  as  CIT,  we  have  returned  to  the  marketplace  where  we  traded  from  1 924  to  1 980. 

In  operation  since  1 908.  The  CIT  Group  is  now  a  $20  billion  corporation  providing  financial 
backing  to  thousands  of  American  businesses  and  individuals.  This  often  comes  in  the  form  of 
customized  financial  solutions  —  solutions  which  serve  to  underscore  our  ongoing  commitment  to 
customer  needs  and  service. 


We  invite  you  to  find  out  more  about  The  CIT  Group  by  visiting     WlVW.cHgroup .COm 
or  calling  1-800-CIT-1908. 


Money    well    lent 


Otheir  Comments 


Stoty  of  Leadership 

President  Ronald  Reagan,  the  stor)'- 
teller,  instinctively  realized  that  America 
was  a  stor)',  not  a  theor)'';  that  stories 
unif\'  people;  and  that  the  best  stories 
are  based  on  universal  archetypes  that 
deal  with  good  and  e\il.  Theories  rarely 
bring  peace,  since  they  inspire  divisions 
based  on  right  and  wTong  and  invite 
argument  tliat  leads  to  conflict.  Stories 
are  shared;  theories  are  debated. 
-J.\MES  H.  Billington,  Librarian 

of  Congress,  at  a  tribute  dinner 

for  President  Reagan 

More  Manageable 

With  Medical  Savings  Accounts,  the 
sick  and  the  poor  may  be  better  served 
than  in  many  "managed  care"  plans 
because  they  have  the  same  access  to 
care  as  everv^one  else.  The  patient  with 
an  MSA  calls  the  shots — not  an  insur- 
ance company  clerk.  Patients  also 
don't  have  to  jump  "preauthoriza- 
tion"  hurdles  faced  in  managed-care 
organizations.  And  contrary  to  charges 
made  by  critics,  people  with  MSAs  use 
more  preventative  medical  services 
than  people  in  non-MSA  plans. 
-Lynn  Harsh,  executive  director. 
Evergreen  Freedom  Foundation 

Rearm  the  Radios 

Building  popular  opposition  to  Sad- 
dam Hussein  requires  breaking  the 
totalitarian  blockade  of  information  in 
Iraq.  The  Iraqi  National  Congress' 
radio  station,  Al  Huriya  (Freedom), 
used  to  beam  programming  to  Iraq 
from  transmitters  in  Kuwait  paid  for  bv' 
the  C.I. A.  The  broadcasts  offered  un- 
censored  news  and  rebutted  Baghdad's 
propaganda.  In  1996  funding  vv^as  cut 


off  because  the  C.I.A  decided  to  bet 
on  trving  to  foment  a  military  coup. 

A  relatively  modest  injection  of  cash 
would  put  Al  Huriya  back  on  the  air. 
That  would  enable  Iraqis  to  learn,  for 
example,  that  Saddam's  son  Uday  has 
been  enriching  himself  by  selling  med- 
ical supplies  intended  for  the  relief  of 
Iraqi  citizens,  or  that  the  Iraqi  families 
who  have  "spontaneously"  camped  in 
Saddam's  palaces  to  serve  as  human 
shields  are  sleeping  on  marble  bought 
with  fimds  div^erted  from  hospitals. 
-Anna  Husarska,  The  New  Yorker 


The  Administration's  IRS  reform 
plan  is  so  skimpy,  a  person  wear- 
ing it  on  the  beach  [would]  be 
arrested  for  indecent  exposure. 

-Newt  Gingrich's  Press  Office 


Big  Deal 

The  salvation  of  souls  is  the  prima- 
ry goal  of  the  spread  of  Christianity'. 
Other  benefits  are  by-products  of  what 
Christianit)'  has  often  brought  when 
applied  to  dailv'  living.  Jesus  imbued 
mankind  with  a  dignity  and  inherent 
value  that  had  never  been  dreamed  of 
before.   People  will  read  about  the 
■^■Tiall  incidents  in  the  life  of  Christ 
lile  never  dreaming  that  those  casu- 
mentioned  "littie"  things  were  to 
:^brm  the  history  of  humankind. 
-ivr:^  erend  D.  James  Kennedy,  in 
Hiiisdale  College's  Imprimis 

Begg  ti^g  Thy  Business 

The  Amer'can  business  corporation 
has  beeii  so  successful  that  manv'  people 
want  to  l^  ■^^ » it,  break  its  spirit,  and  for 
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"Yeah,  everybody  says  I'm  hard  to  shop  for,  too 


tiieir  own  purposes  train  it  to  become 
somediing  else.  Charities  and  helping 
organizations  want  corporations  to  pay 
their  upkeep.  Heavily  indebted  and 
failed  welfare  states  want  the  corpora- 
tion to  meet  tiie  state's  unkept  promis- 
es. In  general,  former  socialists  want  to 
tame  the  corporation,  make  it  sit  up 
and  dance,  perhaps  do  tricks  to  music. 
-Michael  Novak, 
JTje  Fire  of  Invention 

Straitjacket  Approach 

The  Untied  Nations  and  its  agen- 
cies, the  International  Monetarv  Fund, 
die  World  Bank,  G-7,  the  World  Trade 
Organization — international  bodies 
supposedly  in  control  of  atomic  energv' 
and  weapons  and  communications  and 
a  hundred  other  things — are  a  kind  of 
top-dovvTi  amalgam  of  activity,  where 
citizens  hav^e  no  sav'  and  cannot  throw^ 
the  rascals  out.  Marginalizing  or  bypass- 
ing parliamentarv^  representation,  this 
evolving  form  of  globalizing  abso- 
lutism breeds  impotence  and  cynicism. 
-Da\id  Pryce-Jones, 
The  American  Spectator 

ChHstmas  Magic 

M.W'BE  50  years  from  now  someone 
will  write  about  the  good  old 
Christmases  when  they  got  Nintendo 
64.  We  doubt  it.  How  can  some 
computer  game  compete  with  these 
Christmas  icons  David  Hoffrnan  has 
singled  out  [in  his  book  Kid  Stuff]) 

■  Barbie:  What's  Christmas  without 
a  naked  Barbie  doll  being  dragged 
around  the  house  by  her  hair.'  Two 
Barbies  are  sold  every  second, 
Hoffman  says.  Not  bad  for  a  girl  who 
can't  even  stand  on  her  own  two  feet. 

■  Crayola  crayons:  The  Christmas  I 
got  the  64 -color  box  with  built-in 
sharpener  was  the  day  I  realized  the 
world  was  more  complicated  than  I  had 
thought.  It  had  a  color  called  "flesh"! 
At  eight,  flesh  verges  on  the  exotic. 

■  The  Game  of  Life:  The  only  board 
game  I  remember  that  caused  one  of 
my  brother's  friends  to  leap  across  the 
kitchen  table  and  choke  him  right 
before  my  eyes.  A  bi^hii  with  me. 
-Craig  Wilson,  USA  Today        ^ 
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WE'LL  GO  TO 
ANY  LENGTHS  TO 
DEMONSTRATE 
OUR  CORPORATE 
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Our  40-inch  plasma  presen- 
tation monitor,  Leonardo^  is 
an  excellent  example  of  our 
smaller-is-better  approach  to 
technology.  Of  how  putting 
more  functionality  into  less 
space  can  simplify  our  cus- 
tomers' lives.  The  picture 
is  bright  and  sharp,  yet  the 
panel  itself  is  thin  (just  four 
inches)  and  lightweight.  You 
can  suspend  it  from  a  ceiling. 
Hang  it  on  a  wall. 
Set  it  on  a  table. 
And  there  are 
plenty  more  big, 
yet  small,  ideas 
where  that 
came  from. 
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To  learn  more,  call  800-843-251 5  or 
visit  us  at  www.mitsubishielectric.com. 


Photographed  at  the  Miramar  Sheraton  Hotel,  Sar 
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A    PEACEFUL    PLACE   TO    SIT   AND   THINK,    PLUS   ALL   THE    BUSih 
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iPMENT   YOU    NEED   TO    DO    BATTLE    FROM    YOUR    ROOM, 
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Sheraton 

HOTELS  K  HESOHTS 
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Call  1-800-325-5535 
or  visit  www.sheiiUon.coni 


Minolta  beats  all 

other  copiers  to  the  finish! 


* 


One  very 

satisfied 

customer 

here. 


Only  from  the  mind  of  Minolta 

connes  a  line  of  copiers  you'll  call  the  Do-It-All. 
Presenting  the  new  Unlimited  Edition  CS/Pro 
high  volume  office  copiers. 


For  years,  Minolta  has  been  helping  you 

with  great  copiers.  Now  we'll  help  you  turn  out 

a  finished  product  any  way  you  wish 

with  finishing  technology  no  one  con  duplicate. 

Prepare  presentations  in  any  format. 

Generate  reports  hole-punched, stapled, 

sorted  and  stacked  in  unlimited  quantities. 

This  is  the  start  of  a  new  era  of 
copier  breakthroughs  from  the  mind  of  Minolta. 
And  we're  just  getting  started  finishing  off 
the  competition,  To  learn  how  you  can  finally 
Do-lt-AII,  contact  Minolta  today 

1  -800-9-MINOLTA  wwwMlnoltaUSA  com 


©1997  MINOLTA  CORPORATION 


Copiers 

Cameras 

Faxes 

Digital  Systems 

Document  Imaging 

Laser  Printers 

Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 
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Gommentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


IT  IS  TIME  FOR  TRUE  MISSILE  DEFENSE 

While  the  U.S.  has  chosen  negotiations  with  Saddam  strategic  missile  defense,  while  trying  to  lead  the  public 
Hussein  rather  than  anything  effective,  our  State  Depart-  into  believing  he  is  for  it  by  supporting  systems  that,  in 
ment  has  been  quietiy  pursuing  a  pact  that  will  guarantee     point  of  fact,  cannot  protect  us. 

our  defenselessness  against  a  nuclear,  chemical  or  biological  Fortunately  Senate  Majorit)'  Leader  Trent  Lott  has 
missile  attack  that  could  be  laimched  by  any  number  of  forced  the  Administration  into  submitting  these  so-called 
countries.  Only  the  U.S.  Senate  can  stop  this  deadly  polic}'.  succession  agreements  to  the  Senate  for  confirmation  or 
In  September  Secretary  of  State  Madeleine  Albright  rejection.  If  the  Senate  ratifies  them,  it  will  condemn  our 
signed  a  group  of  agreements  designed  to  take  care  of  military,  our  nation  and  our  allies  to  a  position  of  perma- 
the  awkward  fact  that  we  are  still  adhering  to  the  ABM  nent  \ailnerabilit)\  If,  on  the  other  hand,  the  Senate  has 
Treaty  long  aft:er  the  other  signatory,  the  Soviet  Union,     the  courage  to  reject  them,  there  is  an  excellent  chance 

that  the  ABM  Treat>'  will  finally  be 
consigned  to  the  ash  heap  of  his- 
tory (Nikita  Khrushchev's  fa\orite 
phrase).  With  strong  will  and  lead- 
ership, we  will  then  be  able  to 
de\'elop  and  deploy  systems  that 
can  protect  our  nation  and  our 
allies  for  generations. 

Two  steps  are  necessan*':  We  must 
reject  the  succession  agreements 
and  announce  that  we  will  no 
longer  be  bound  by  the  old  ABM 
Treat)';  and  we  must  move  ahead 
with  the  work  that  will  gi\e  us  and 
our  allies  a  viable  defense  against 
nuclear,  chemical  and  biological 
weapons.  Onl\-  xhe  Clinton  Admin- 
The  Reagan  Administration  worked  for  years  to  gain  a  istration  and  its  fainthearted  supporters  stand  in  die  way. 
genuine,   nationwide   defense   against   these   incoming  xr        fi.         k    "p 

intercontinental  ballistic  and  intermediate-range  missiles,  ^ 

but  we  were  continually  hampered  by  demands,  from  Defense  Secretary  William  Cohen  has  proposed  elimi- 

Democrats  and  from  some  Republicans,  that  ever)thing  nating  many  extraneous  positions  by  contracting  out  ser- 
be  "ABM  Treaty-compliant"  (read  "totally  ineffective"),  vices  that  do  not  need  to  be  performed  by  military  per- 
No  one  in  the  Reagan  Administration  was  suggesting  sonnel,  such  as  payroll,  personnel  services,  leased  prop- 
that  we  violate  our  treat}'  obligations.  What  was  repeat-      crt)'  management,  etc.  He  has  also  asked  for  two  more 


has  died.  Secretary  Albright's 
agreements  designate  Russia, 
Kazakhstan,  Belarus  and  Ukraine 
as  our  ABM  Treaty  partners  in 
place  of  the  collapsed  U.S.S.R. 

Adhering  to  the  1972  ABM 
Treaty  prevents  the  U.S.  fi"om  de- 
ploying any  antiballistic  missiles — 
except  one  ineffective  ground- 
based  system  in  North  Dakota, 
which  could  be  used  only  to  tr)'  to 
protect  that  particular  region  from 
nuclear,  chemical  or  biological  mis- 
siles. Yet  Mr.  Clinton  so  heai-tih' 
embraces  the  ABM  Treaty  that  he 
has  been  hunting  for  successors  to 
the  U.S.S.R  to  keep  the  treaty  alive. 


U.S.  Secretary  of  State  Madeleine  Albright,  Rus- 
sian Foreign  Minister  Yevgeny  Primakov:  Upbeat 
after  signing  a  protocol  to  the  START  II  Treaty  with 
counterparts  from  Ukraine,  Kazakhstan  and  Belarus. 


edly  urged  (and  still  is  today)  was  that  we  use  specific 
provisions  of  the  treaty  itself  to  get  us  out  of  it,  as  we  are 
legally  permitted  to  do. 

But  State  Department  and  arms-control  t^'pes  have 
always  thrown  up  dieir  hands  in  horror  at  such  a  sugges- 
tion, despite  intelligence  reports — and  later  Russia's  own 
admission — tiiat  die  U.S.S.R.  had  violated  die  treat}'  almost 
from  the  beginning  by  deploying  the  Ki'asnoyarsk  radar. 


rounds  of  base  closings. 

Some  members  of  Congress  and  most  government 
unions  will  fight  these  proposals  bitterly,  as  they  ha\c  in 
the  past.  But  if  Secretary  Cohen  keeps  at  it,  and  gets  the 
President  to  agree  to  use  any  real  savings  for  new 
weapons  research  and  acquisitions.  Defense  should  gain 
an  extra  $6  billion  annually.  The  Secretary,  howe\er,  will 
ha\'e  a  hard  fight  on  his  hands  to  keep  these  saxings  fi-om 


Mr.  Clinton  has  continued  to  gut  all  effective  work  on     going  to  more  politically  popular  domestic  programs. 
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LeSabre. 
The  family's  safely  home... 


Out  there,  you  rely  on  things  like  the  safety 

of  LeSabre's  dual  Next  Generation  Air  Bags*  You  rely  on 

the  performance  of  its  anti-lock  brakes.  And  your  family 

relies  on  you.  For  more  reasons  why  you  and  your 

family  can  rely  on  LeSabre,  visit  our  Web  site  at 

www.lesabre.buick.com  or  call  1-800-4A-BU1CK. 


LeSabre  "^Buick 

Peace      of      Mind 
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©1997  GM  Corp.  All  rights  reserved.  LeSabre  is  a  registered  trademark  of  GM  Corp.  "Always  wear  safety  belts,  even  with  air  bags. 
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Club  Dead 


BY  JUSTIN  DOEBELE 


The  idea 
behind 
extreme 
tourism 
is  to  take 
the  U.S.  State 
Department's 
travel  advisory 
warning  list 
and  make 
an  itinerary 
out  of  it. 


Ah,  vacation!  Balmy  breezes,  ice-cold  mar- 
garitas,  compliant  snipers.  Snipers?  Yep.  The 
newest  kick  for  jaded  tourists  who  have  hit  all 
the  world's  hot  spots  is  to  hit  the  world's  really 
hot  spots.  The  idea  behind  what  some  are  call- 
ing terror  travel  or  extreme  tourism  is  basically 
to  take  the  U.S.  State  Department's  travel  advi- 
sory vv'arning  list  and  make  an  itinerary  out  of 
it.  Bosnia,  Rwanda  and  Afghanistan  are,  of 
course,  the  London,  Paris  and  Rome  for  those 
with  two  weeks  paid  and  a  heart)'  death  wish, 
but  the  more  ambitious  can  find  land  mines 
aplent)'  off  the  beaten  path. 

In  1995  the  Russian  government,  always 
hard  up  for  cash,  started  arranging  trips  into 
Chechnya  that  included  military  air  transport, 
armed  escorts  and  all  the  vodka  vou  could 
drink.  Cost:  $4,000  per  head,  plus  $300  for 
bribes  at  checkpoints.  This  tidbit  comes  from 
what  is  currently  the  hottest  book  in  the  travel 
business.  It's  the  new  Fielding  guide  titled  The 
World's  Most  Dangerous  Places,  vvxitten  and  per- 
sonally researched  by  Fielding's  42-year-old 
president,  Robert  Young  Pelton.  The  book  is  a 
runaway  hit,  having  become  Fielding's  fastest- 


selling  guidebook.  It  is  now  in  its  third  edition 
and  has  sold  over  80,000  copies.  Its  Web  site 
gets  30,000  hits  a  week.  Pelton  is  currently 
mulling  six  television  offers.  "I'm  Hollywood's 
darling,"  he  says. 

Dangerous  Places  is  a  fund  of  useful  informa- 
tion, from  the  best  kidnap  insurance  (Chubb) 
to  southern  Lebanon's  best  war  reports  (the 
SLA  radio  station).  DP — as  the  guide  has  come 
to  be  known — even  has  its  OA\'n  logo,  a  happy- 
go-luck)'  skull  wearing  dark  sunglasses,  appear- 
ing on  T  shirts,  stickers  and  baseball  caps  (don't 
try  to  buy  one;  they're  sold  out). 

What  kinds  of  folks  are  you  likely  to  meet 
over  a  grenade  and  a  cold  one  in  downtown 
Monrovia?  There's  British  sanitation  worker 
John  McBride,  52,  whose  nickname  is  Mad 
Mac.  In  January  Mad  Mac  spent  a  few  days  in 
Rwanda  and  Uganda,  where  local  thugs  with 
large  machetes  tried  to  break  into  his  hotel 
room  at  night,  stopped  only  by  the  steel  bars 
across  the  windows  and  doors.  "I  travel  for  the 
sheer  danger  of  it,"  says  McBride,  who  fully 
expects  to  get  stuck  with  a  return-trip  ticket 
one  of  these  days. 


The  road  to  riches  •  •  • 


BY  BEN  PAPPAS 


How  can 
you  adopt 
a  highway 
and  get  your 
merit  badge 
without 
getting  your 
hands  greasy? 
Good  old 
American 
capitalism 
to  the  rescue. 


Texas  is  big.  Hats  big,  cows 
big,  and  a  river  that  is  rather 
grand.  Everything  is  ^^'rit  so 
large  that  even  little  problems 
become  big  ones.  In  1985 
Texas  discovered  that  clean- 
ing highway  litter  was  becom- 
ing too  costly.  So  an  engineer 
named  Bobby  Evans  and  his 
assistant  Billy  Black  came  up 
with  a  Texas-type  idea.  Why 
not  recruit  volunteers  to  pick 
up  after  messy  motorists  and 
reward  diem  with  congratula- 
tory road  signs?  The  Adopt- 
A- Highway  program  was  born. 

Today  48  states  run  similar  road  adoption  pro- 
grams— billboard-phobic  Maine  and  Vermont 
are  the  lone  holdouts.  The  way  it  generally 
works,  a  group  of  citizens  adopt  a  2 -mile  stretch 
of  road  and  clean  it  four  times  a  year  for  two 
years.  It's  American  \'olunteerism  par  excellence. 
The  programs  are  so  popular  that  some  states 
have  run  out  of  road.  "We  h.z\t  a  lot  of  celebri- 
ties in  southern  California  who  want  to  partici- 
pate, but  we  just  can't  find  spots  for  them,"  says 
Keith  Robinson  of  the  California  Department 


of  Transportation . 

Suppose  you  would  like  to 
help  but  don't  much  fancy 
handling  mold)'  peanut  butter 
sandwiches  and  dead  possums? 
Good  old  American  capitalism 
to  the  rescue.  There  have 
sprung  up  companies  that  sub- 
contract the  actual  cleaning 
chores  so  \'ou  can  now  adopt  a 
highway  and  get  your  merit- 
badge  road  sign  but  never 
ha\e  to  get  )'our  hands  greas\'. 
In  the  past  few  years,  three 
major  private  conn-actors  ha\  c 
sprung  up  in  California,  and  they  are  expanding 
fast!  For  $500  a  month  per  2  miles  of  highway, 
the)'  will  do  \our  paperwork,  design  )our  road 
sign  and  pick  up  the  litter.  Their  customers  are 
mainly  other  businesses  out  to  display  public 
spiritedness  but  which  hate  the  mess.  "You 
wouldn't  want  to  put  die  Bo\'  Scout  troop  on  I- 
95  witli  trucks  barreling  dirough  at  75  miles  an 
hour,"  argues  Patiicia  Nelson  of  Adopt-A-High- 
way  Maintenance  Corporation,  the  country's 
largest  private  contractor  in  diis  field. 

No  wonder  so  man\'  .\mericans  aie  obese.  WM 
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Whose  cable? 


By  Katarzyna  Moreno  and  Ben  Pappas 

Bill  Gates'  $1  billion  investment  in  Comcast  Corp. 
is  presumably  just  a  down  payment  on  something 
bigger.  What.^ 

Will  Microsoft  dominate  in  the 
cable  delivery  of  the  Internet? 

Bill  Gates  going  into  cable  is 
like  Michael  Jordan  trying  to 
play  baseball.  When  you  are 
larger  than  life  you  can  try  any- 
thing, but  that  does  not 

mean  you  will  succeed.  .  .  .  If  Gates 

can  connect  me  to  the  Internet 

so  I  can  work  from  home  at 

a  decent  speed,  let  him. 

Nobody  else  is  solving  the 

pollution  and  commuter 

congestion  problem.  .  .  . 

The  telcos  and  Microsoft 

will  be  disenfranchised  by 

the  digital  dark  horses — 

utilit)'  companies  and 

entrepreneurs  in  space. 

In  2000,  what  will  connect  most 

of  us  to  the  Net? 


Fiber  optics 

29% 


Shortly  after  the  takeover,  SBC  can- 
celed Pacific  Telesis'  broadband  ef- 
fort. So  it  looks  like  we're  stuck  in 
the  mud  for  a  while.  .  .  .  The  telcos 
are  doing  their  best  to  not  respond  to 
demand  for  higher-speed,  low-cost  access 
to  the  Internet.  Break  up  the  local  telcos,  and  set  our 
copper  lines  free.  .  .  .  Coax  will  have  44  million  users  b>y 
the  end  of  1998.  Wireless  and  fiber  will  be  rapidly 
adopted  between  1999  and  2003.  .  .  .  Spread  spectrum 
at  2.4  gigahertz  or  5  gigahertz  has  a  very  good  poten- 
tial. There's  nothing  stopping  us  all  from  setting  up 
megabit  networks  around  our  local  areas. 

Could  digital  subscriber  lines 
[souped-up  copper]  con 
/y         quer  the  market? 
^^v,       A  stopgap  tech- 
^-  ^  nologN'.  .  .  . 

o       Asymmetric 
'^^^    digital  sub- 
scriber lines 
%  p       will  get  the  small 
QjJP    businesses  and  telecommuters. 
Cable  will  get  the  consumers  and 
[the]  entertainment  uses.  Many 
houses  will  have  both.  .  .  .  Long  term, 
my  bet  is  on  fiber  supplemented  by 
wideband  wireless  local  loop.  Bi 
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Next  on  Pulse  at  www.forbes.com:  Is  Intel  stifling  competitors? 


THE  FORBES  INDEX 


Fallout  from  Asia?  Edward 
McKelvey,  economist  at 
Goldman,  Sachs,  expects 
only  a  modest  slowdown  in 
U.S.  economic  growth  next 
year.  He  thinks  U.S.  gross 
domestic  product  will  rise 
3.7%  (after  inflation)  in  1997 
and  2.8%  in  1998.  Even  with 
slower  growth,  McKelvey 
expects  unemployment  to 
fall  to  4.4%  of  the  work 
force  by  the  end  of  1998. 
This,  he  says,  will  prompt 
rate  hikes  by  the  Fed— 
between  50  and  100  basis 
points  by  December  1998. 
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Current    292.2*+         Previous  290.9+  Percent  change 


'Preliminary       tpevised 


Ttie  Forbes  Index  is  a  measure  of 
U.S.  econonnic  activity  coniposed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Information,  that  most  precious  of  products,  is  fast  becoming  a  free  good- 
like  air.  But  in  truth,  nobody's  really  giving  it  away. 

Freedom  of  information, 
and  we  mean  firee 


By  Robert  La  Franco 

Eight  months  ago  Adam  Lilling 
stopped  buying  the  Los  Angeles  Times 
and  his  regular  visits  to  newsstands 
ceased.  The  27-year-old  Internet 
entrepreneur  now  downloads  his 
Times  and  the  contents  of  any  other 
pubHcation  he  wants  off  the  World 
Wide  Web — plus  an  archival  index. 
All  for  free. 

Lilling  is  president  and  founder  of 
Pentagon  Entertainment,  a  2J^-year- 
old  on-line  music  dealer.  "If  you're 
sa\^^  on  the  Net,  you  can  get  any- 
thing for  free,"  he  says  from  a  shoe- 
box-size  office  in  West  Los  Angeles, 
CaUf.,  where  he  and  one  employee 
will  ship  close  to  $  1  million  worth  of 
music  this  year. 

Lilling  is  still  in  a  minority — but  a 
minority  that  is  growing.  Rarely  has 
so  much  been  available  for  so  little 
direct  charge.  It's  an  information  sur- 
plus, born  of  changes  in  technology 
(the  Internet,  yes,  but  also  cable  TV 
narrowcasting). 

Is  this  curtains  for  publications  as 
we  know  them.>  Not  at  all.  Informa- 
tion purveyors  are  simply 
adopting  new  strate- 
gies that  give 
away  con- 


tent to  push  other  transactions, 
whether  it  be  to  attract  an  audience 
that  advertisers  will  pay  to  reach  or  a 
way  to  move  merchandise. 

Take  the  stock  ticker,  which  used  to 
cost  several  thousand  dollars  a  year  to 
get  and  was  generally  available  to  most 
people  only  at  a  brokerage  office.  If 
you  wanted  a  stock  quote,  you  either 
had  to  call  your  broker  or  wait  until  the 
morning  newspaper  came.  Today  the 
real-time  ticker  runs  on  the  screens  of 
CNBC  and  CNNlh,  free  on  basic  cable.  Is 
the  New  York  Stock  Exchange  giving 
these  data  away.>  No  way.  The  Big 
Board  charges  cable  networks  twice 
what  they  previously  paid  for  a  20- 
minute  delayed  tape.  The  cable  opera- 
tors are  happy  to  pay:  The  quotes  draw 
the  well-heeled  audience  that  advertis- 
ers lust  to  reach. 

Or  take  college  football.  Not  long 
ago,  there'd  be  one  or  two  major 
games  televised  to  a  given  metro 
market  each  Saturday.  Now  there  can 
be  eight  or  more  among  the  menus  of 
ABC,  ESPN  and  Fox  Sports 
Net.  If  your 
favorite  team  is  a 
big  school 


like  Michigan  or  ucla 
and  you  live  nearby,  you  can  expect  to 
see  nearly  every  game,  home  and 
away,  on  live  TV.  No  need  to  trek  to  a 
stadium.  Absolutely  free. 

But  don't  think  the  football  teams 
are  suffering.  Live  attendance  has  held 
up,  and  the  teams  in  the  Pacific  10  col- 
lege conference  alone  will  charge  the 
networks  an  average  of  $32  million  per 
year  through  2006  for  the  right  to 
broadcast  their  games.  The  uider 
exposure  also  helps  the  schools 
bring  in  more  bucks  from 
licensing  of  logos  and  sponsor- 
ship deals — note  all  those  Nike 
swooshes  on  the  uniforms. 

Horse  fans  in  New  York  now  get 
five  hours  a  day  of  racing  free  of 
charge,  while  in  California  the  hours 
devoted  to  racing  and  track-produced 
programs  have  more  than  doubled  in 
the  last  year. 

More  viewers,  more  betting.  The 
New  York  Racing  Association  says 
telephone  betting  in  New  York  has 
grown  from  $70  million  to  $250  mil- 
lion since  the  shows  began  airing  xsvo 
years  ago.  In  California,  where  phone 
betting  is  illegal,  the  expense  is  offset 
by  the  betting  at  satellite  parlors. 

Forbes  ■  December  15,  1997 


In  short,  the  racing  industry  is 
finding  out  that  it  can  make  more 
money  by  giving  away  its  basic  prod- 
uct rather  than  by  charging  for  it. 

Children's  programs,  culture,  food 
and,  of  course,  finance.  Everybody 
gets  a  steadier  diet  from  the  screen 
for  free  or  nearly  free. 

Lyrick  Studios  and  the  Children's 
Television  Workshop  reap  rich  mer- 
chandise revenues  tied  to  the 
moneylosing  pbs  broadcasts 
of  dieir  shows,  Barney  & 


directories.  VerticalNet  now  distrib- 
utes its  data  on  the  Web.  In  the  old 
media,  these  directories  cost  a  few 
hundred  dollars,  and  were  published 
months  after  they're  compiled.  Now 
they  can  be  refreshed  often  and 
accessed  for  free. 

This  involves  narrowcasting  at  its 
narrowest.     Wateronline.com,     for 
example,    contains    a 
comprehensive 
listing  of  all 
^ of    the 

V- 


'Friends  and  Sesame  Street,  respectively. 

In  many  respects,  cable  and  the 
Web  are  developing  along  the  same 
lines  as  over-the-air  TV  and  radio: 
free  to  consumers  while  sponsors 
pay  the  freight. 

Take  VerticalNet,  Inc.,  a  Hor- 
sham, Pa. -based  provider  of  industry 


Pentagon  Entertainment's  Adam  Lilling 

A  rosy  future  for  high-tech  freeloaders. 


suppliers  in  the  industry. 
When  a  purification  plant  manager  is  in 
need  of,  sa\',  a  pinch  \'al\'e,  he  logs  on  to 
the  site,  hodinks  direcdy  to  a  supplier 
(or  telephones)  and  orders  the  part. 
VerticalNet  charges  the  listees  betv\'een 
$5,000  and  $7,000  annually  for  a  link. 
It  has  other  plans  to  extract  a  cut  fi-om 
virtual  shopping.  It  scarcely  misses  the 
revenue  from  the  printed  directories 
and  is  happy  to  save  the  printing  and 
distribution  costs. 

Two  years  ago  Knight-Ridder 
began  posting  Web  sites  built  around 
the  editorial  content  of  its  33  daily 
newspapers.  All  but  two  are  offered 
free  (there's  a  charge  for  the  ftiU  text 
of  the  San  Jose  Mercury  News  and  the 
Charlotte  Observer). 

These  are  far  more  than  just  digital 
versions  of  the  daily  news.  Linked  to 
Knight- Bidder's  RealCities.com  sites, 
the  Web  pages  can  tell  you,  quite 
accurately,  where  die  nearest  florist  to 
your  home  is,  give  its  phone  number, 
written  directions  to  the  shop  from 
your  address,  a  local  map  and  the 
estimated  driving  time  it  will  take  for 
you  to  get  diere. 

In  the  last  two  years  Knight- 
Ridder  invested  over  $30  million  in 
the  business.  It  expects  that  only  20% 
of  the  on-line  venture's  revenues  will 
come  from  display  advertising  in 
1997.  It  will  also  bring  in  money 
from   classified    advertising,    from 


Consumer  bounty 

Just  a  few  years  ago  the  Internet  was 
an  unpredictable  collection  of  intriguing 
addresses.  Today  it  is  an  increasingly 
reliable  source  of  information. 
Tomorrow?  Here's  a  start  on  reaping 
the  free  harvest  of  narrowcasting. 


Finance 

Quicken.com,  Quote.com,  Briefing.com, 
StockMaster.com  and  many  others  reed  the 
exploding  desire  for  tinancial  news  ( with  links 
to  company  sites,  business  newswires,  SEC 
documents,  analysts'  expectations  and  com- 
petitor information).  Tab  picked  up  by  adver- 
tising, sponsors  and,  in  some  cases,  trading 
commissions. 

News  and  information 
Pathfinder.com:  Time  Warner's  compre- 
hensive guide  to  its  magazines.  Tab  picked 
up  by  on-line  advertising. 

Elibran-.com:  Infonautics,  offers  free  search 
of  magazines,  newspapers,  telecasts  and 
newsletters.  To  see  the  stor\'  text  costs  S60 
per  year.  Also  connected  to  Hoover's 
Online  corporate  directory.  Bill  paid  by 
advertising  and  subscribers. 

Sportsline.com  and  Espn.sportszone.com 

offer  sports  news  and  up-to-the-minute 
scores.  Tab  picked  up  by  advertising. 

Los  Angeles  Times  (latime$.com)  or  most 
papers  and  magazines  offer  themselves  for 
free.  Tab  picked  up  by  advertisers. 

Directories 

Realcities.com:  Knight- Ridder's  guide  to 
local  spots.  Includes  maps,  phone  books, 
connections  to Movielink's  cit\-by-cit\'  film 
listings  and  classifieds.  Tab  paid  by  advertisers 
and  sponsor  links. 

Switchboard.com:  Eliminates  need  to  pay 
for  411  calls.  Will  find  person  or  business 
with  name,  number  and  address.  Tab  picked 
up  by  advertising. 

Vehicle  purchases 

Autob)tel.com:  E\ery  Tuesda\'  updates  the 
week's  top  stories  from  the  national  media 
and  company  press  releases,  with  access  to 
past  stories.  Finds  cars  to  match  personalized 
queries;  offers  financing  options.  Tab  picked 
up  by  dealer-partners. 

Leasesource.com  and  Leaseanalyzer.com: 
Offer  ways  to  plug  in  numbers  and  determine 
the  market  value  of  a  lease  offered  through  a 
dealer.  Proudes  direct  connections  to  dealers 
and  financing  companies,  who  pick  up  the 
tab  for  the  service. 

Kelley  Blue  Book  (kbb.com):  The  bible  of 
car  pricing  offers  itself  for  fi^ee.  Paid  for  with 
advertising,  dealer  listings  and  even  a  connec- 
tion to  .\mazon.com,  where  users  can  bu\' 
the  book. 
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news-retrieval  services  and  from  sales 
commissions  on  transactions  prompt- 
ed by  hotlinks  to  partners'  sites  like 
Barnes  &  Noble's. 

Last  month  Quick  &  Reilly 
launched  the  boldest  venture  to  date, 
Suretrade,  Inc.,  which  cuts  trading 
commissions  to  below  $8  for  trades 
under  5,000  shares  and  provides  free 
financial  information  such  as  real- 
time stock  quotes,  Reuters  news, 
Zack's  analyst  summaries  and  compa- 
ny profiles. 

Information,  that  most  precious  of 
commodities,  is  fast  becoming  a  free 
good — like  air. 

Thanks  to  a  1991  Supreme  Court 
ruling  in  Feist  Publications  v.  Rural 
Telephone  Service,  Internet  providers 
can  redistribute  information  gathered 
and  published  by  another  source,  so 
long  as  the  organization  and  selection 
are  not  "original."  That  means  a  fi"ee- 
for-all  for  phone  books,  industry 
directories,  sports  scores,  perhaps 
even  bestseller  lists  for  music,  movies 
and  books.  The  decision  deals  a  heavy 
blow  to  West  Publishing's  reporting 
of  court  cases. 

Won't  print  providers  miss  the  cir- 
culation revenue.^  Some  will,  but 
they  won't  miss  the  cost  of  buying 
paper,  processing  it  and  distributing 
it.  "With  paper-based  distribution, 
the  majority  of  the  cost  is  physical," 
says  Don  Peppers,  coauthor  of  the 
Internet  marketing  book  Enterprise 
One  to  One.  "With  electronic  means, 
once  you  recover  the  cost  of  the 
information  itself  and  a  one-time 
cost  to  establish  distribution,  the  rest 
is  gravy." 

Nor  is  trolUng  the  Web  for  infor- 
mation as  free  as  it  may  seem.  By 
monitoring  users  for  news  and  enter- 
tainment choices  and  purchases,  data 
analyzers  gather  valuable  information 
for  sale  to  prospective  vendors. 

For  a  long  time  at  least  you'll  still  pay 
to  watch  Disney  films,  but  eventually 
entertainers  and  packagers  of  enter- 
tainment may  find  it  more  lucrative  to 
give  away  their  basic  product  and  make 
their  money  selling  you  T  shirts  and 
coffee  mugs — and,  yes,  even  books. 
Some  hopefiil  performers  are  giving 
free  live  concerts  on  the  Web  while 
providing  a  link  to  on-line  CD  sellers. 
You  like  the  noise  they  make,  maybe 
you'll  buy  their  records.  ^M 


COMPANIES 


n  a  matter  of  months  Sears  went  from 
Wall  Street  darling  to  dog. 
Don't  buy  all  the  bad  news. 


Seairs: 

The  tuirnairouiid 

is  for  real 


By  Michelle  Conlin 


Sears  Chief  Executive  Arthur  Martinez 

His  turnaround  lured  women  back  into  Sears. 


On  a  recent  Monday  in  Sears'  show- 
case store  in  Schaumburg,  111.,  a  postal 
worker  approaches  a  cash  register  with 
a  pair  of  Reeboks. 

Would  she  like  to  put  them  on  her 
Sears  card,  a  sales  associate  asks.^  She's 
never  owned  a  piece  of  plastic  in  her 
life,  she  answers,  but,  yes.  Minutes 
later,  rapid  on-line  credit  check  com- 
plete, the  shopper  is  denied. 

Sears,  Roebuck  &  Co.  has  not 
always  been  so  picky.  The  nation's 
number  two  retailer  warned  in  Octo- 


ber its  third-quarter  credit  card  charge- 
offs  had  hit  $463  miUion,  70%  more 
than  last  year  and  about  15%  more 
than  estimated.  Chief  executive  Arthur 
Martinez  also  said  the  company  might 
miss  fourth-quarter  earnings  estimates. 
This  confession,  coupled  with  publici- 
ty about  aggressive  collection  proce- 
dures, sank  Sears'  stock  to  $41,  from  a 
high  of  $65  in  July,  wiping  out  close  to 
$10  billion  in  market  value.  The  media 
piled  on,  some  going  so  far  as  to  judge 
that  the  turnaround  had  been  a  flop. 
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Classic  overreaction.  As  bankrupt- 
cies in  the  U.S.  boomed,  so  did  Sears' 
delinquencies.  But  Federal  Reserve 
data  show  consumer  debt  levels  (as  a 
share  of  income)  have  been  flat  for 
about  a  year.  Also,  personal  bankrupt- 
cies have  plateaued  over  the  past  six 
months.  These  factors,  coupled  with  a 
more  selective  credit  card  program, 
signal  the  beginning  of  the  end  of 
Sears'  bad-debt  problems. 

"Even  with  all  this  antiaircraft  fire, 
our  credit  card  operation  is  still  a  prof- 
itable business,"  quips  the  natty  Mar- 
tinez. He's  right.  Sears'  credit  card 
operation  is  more  profitable  than  those 
of  competitors  such  as  J.C.  Penney. 
Sanford  C.  Bernstein  retail  analyst 
David  Poneman  says  revenue  gains  in 
Sears'  credit  business  have  more  than 
offset  the  credit  deterioration  there. 

And  Martinez's  turnaround  has 
been  no  dud.  He  has  refashioned  the 
stores  to  cater  more  to  women.  He 
brought  in  outsiders  like  Desert  Storm 
logistics  honcho  Gus  Pagonis  to 
improve  operations.  Since  the  turn- 
around began  in  January  1993,  Sears 


The  better  side  of  Sears 


Credit  business  return  on  equity 
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Source:  Sanford  C.  Bernstein  &  Co. 

Sears'  retail  credit  business  is  doing 
far  better  than  big  rival  J.C.  Penney. 


hasn't  had  a  down  quarter.  Third-quar- 
ter earnings  were  hurt  by  the  huge 
charge-offs,  but  were  still  up  nearly  8%. 
Martinez  made  mistakes,  to  be  sure. 
In  1993  he  decided  Sears  should  act 
like  a  retailer  and  begin  accepting  out- 
side credit  cards — Visa,  MasterCard 
and  American  Express.  To  make  up 
for  the  lost  business.  Sears  started 


aggressively  signing  up  6  million  new 
cardholders  a  year.  Notes  Poneman, 
Sears'  cards — ^which  have  high  interest 
rates  and  no  free  air  miles — became 
concentrated  in  the  hands  of  high-risk 
types  who  had  nowhere  else  to  turn 
for  additional  credit. 

The  third  quarter  walloping  would 
not  have  been  so  bad  if  it  hadn't  been 
for  a  massive  overhaul  of  the  compa- 
ny's telephone  collection  system.  The 
work  force  had  to  be  retrained  to  learn 
the  new  system  and  to  dun  delin- 
quents more  gently:  Sears  has  been 
under  government  pressure  to  curb 
aggressive  collection  practices. 

Sears  is  lowering  its  amiual  target  of 
new  cardholders  to  4  million.  It  has 
stopped  ladling  out  additional  credit 
to  those  a  month  late  on  their  bills. 
Back-end  credit  checks,  in  which  the 
company  verifies  shoppers'  histories 
before  and  after  extending  preap- 
proved  credit,  are  now  routine. 

The  stock  has  rebounded  but  is  still 
nearly  30%  oflfits  1997  high  and  is  at  a 
discount  to  other  qualit\'  retailers.  A 
clear  case  of  excessive  punishment.  UM 


THE  LAW 


Prenuptial  agreements  are  old  hat  now.  More 
and  more  rich  folks  are  doing  postnups. 


"I  still  love  you. 
Sign  heire.'' 


By  Susan  Adams 

A  WEALTHY  GUY  in  Milwaukee  cheat- 
ed on  his  wife,  and  she  found  out 
about  it.  An  old  story.  In  this  case  the 
guy  was  full  of  remorse.  Or  maybe  he 
just  didn't  want  to  lose  half  his  assets 
in  a  divorce.  In  any  case,  he  wanted 
to  stay  married. 

Though  forgiving,  his  wife  was 
cagey.  She  called  in  Milwaukee  mat- 
rimonial lawyer  Leonard  Loeb.  He 
drew  up  a  postnuptial  contract.  It  laid 
out  the  terms  of  continuing  the 
union.  They  were  pretty  stiff 

If  the  husband  strayed  again  and 
they  got  divorced,  he'd  fork  over 
assets  worth  more  than  $5  million. 
The  deal  included  the  house,  the 


bulk  of  his  retirement  accounts 
and  a  life  insurance  policy  worth 
$1.8  million. 

Postnups  are  a  growing  area 
in  matrimonial  law.  Couples 
with  marital  problems  are 
confronting  the  fact  that  their 
partnerships  have  become 
essentially  economic  arrange- 
ments. In  a  posmup,  an  aggriev- 
ed spouse  agrees  to  stay  in  the  mar- 
riage in  return  for  a  promise  to  beha\'e, 
collateralized  widi  lots  of  assets. 

"There's  a  deal  you  make  when 
you  want  to  get  rid  of  a  wife,  and 
there's  a  deal  you  make  when  you 
want  to  keep  a  wife,"  explains  New 


York  celebrity 

divorce  law^^er  Raoul  Feldcr.  "The 

latter    is    much    richer    than    the 

former." 

Felder  points  out  that  the  out-of- 
pocket  cost  of  staging  married  widi  a 
postnup  is  almost  always  less  expen- 
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sive  for  the  wealthy  party  than  a 
divorce.  For  the  spouse  with  fewer 
assets,  it's  a  great  deal.  If  the  erring 
partner  misbehaves  again — zap! 

Some  postnups  even  include  an 
immediate  transfer  of  assets  to  the 
less-well-off  partner.  Earlier  this  year 
Naples,  Fla.  matrimonial  lawyer  Vic- 
toria Ho  put  together  a  postnup  for 
a  husband  and  wife  who  were  living 
in  different  states.  The  man  wanted 
to  stay  married  because  he  felt  a 
divorce  would  damage  his  reputation. 
He  signed  over  more  than  $1  million 
in  cash  and  real  estate. 

Even  if  a  divorce  eventually  hap- 
pens, a  postnup  can  save  both  parties 
time  and  money.  Fort  Lauderdale 
matrimonial  lawyer  Adam  Hodldn's 
client,  a  Florida  entrepreneur  with 
assets  of  more  than  $10  million 
whose  wife,  a  homemaker,  found  out 
he  was  sleeping  with  someone  else. 

If  the  husband  strayed 
again  and  they  got  divorced, 
he'd  fork  over  assets  worth 
more  than  $5  milUon. 


did  a  postnup  five  years  ago.  If  things 
don't  work  out,  Hodkin  says,  their 
divorce  can  be  processed  in  less  than 
two  weeks. 

New  York  matrimonial  la^\yer 
Eleanor  Alter  represented  a  Manhat- 
tan real  estate  developer  who  insisted 
that  his  senior  employees  put  togeth- 
er postnuptial  agreements.  The  devel- 
oper cut  these  people  in  for  a  per- 
centage of  his  deals  and  didn't  want 
his  records  pawed  through  by  an 
angry  spouse's  lawyer. 

Do  postnups  hold  up  in  court?  In 
general,  yes.  Though  every  state's 
law  is  different,  most  courts  regard 
them,  like  prenups,  as  valid  private 
contracts  if  they  meet  four  basic 
requirements:  There  must  be  full 
financial  disclosure;  the  deal  must 
not  be  grossly  unbalanced;  it  must 
not  be  made  under  duress;  and  both 
parties  should  be  represented  by 
independent  counsel. 

Isn't  all  this  pretty  cold-blooded 
stuff?  Lawyer  Felder  snickers  at  the 
question:  "Romance  is  something 
you  do  in  the  backseats  of  cars  when 
you're  18  years  old."  IB 


COMMERCIAL  TECHNOLOGY 


Until  now,  chatting  on-line  has 
involved  a  lot  of  sophomoric 
sex  talk.  Merrill  Lynch  sees  it 
becoming  a  powerful 
business  tool. 


Ghat  goes 
commemal 


By  Ann  Marsh 

On  Oct.  28,  the  day  after  the  stock 
market  fell  554  points,  Merrill  Lynch 
Vice  Chairman  John  (Launny)  Stef- 
fens  jumped  onto  the  Internet  to 
soothe  investors  and  spread  a  little 
Merrill  Lynch  gospel. 

Steffens'  virtual  colloquium 
attracted  550  anxious  customers  and 
interested  outsiders.  Of  the  50  ques- 
tions asked,  Steffens  answered  35 
that  had  been  vetted  by  a  moderator. 
A  transcript  of  the  two-hour  chat 
was  posted  quicldy  to  an  even  wider 
audience  later  in  the  day  on  the 
Netscape  and  Yahoo!  Web  sites. 

It  was  a  nifty  bit  of  marketing  and 
customer  service,  especially  because 
"it  didn't  cost  us  much  of  anything," 
says  Frank  Zammataro,  director  of 
Merrill  Lynch  Online.  The  company 
made  a  one-time  investment  of  a 
couple  hundred  thousand  dollars 
installing  software  by  ichat,  Inc.  of 
Austin,  Tex. 

On-line  chatting  is  getting  seri- 
ous. America  Online,  the  U.S.' 
biggest  Internet  service  provider, 
estimates  that  its  10  million  cus- 
tomers spend  roughly  25%  of  their 
time  on-line  meeting  in  one  of 
18,000  chat  rooms.  Mostly  pretty 
frivolous  stuff:  virtual  singles  bars, 
clubhouses  and  meeting  places  for 
folks  who  want  to  talk  gardening. 
Simply  a  new  way  to  shoot  the 
breeze.  But  that's  changing. 

"You  start  with  a  lot  of  mindless 
chat,  and  all  of  a  sudden  there's  a 
commercial  application,"  says  Mark 
Mooradian,  an  analyst  with  Jupiter 
Communications  of  New  York. 

For  now,  business  chat  is  mostly 
printed  conversation  typed  onto  a 


Egghead's  virtual  storefront 
Browse,  ask  and  buy  on-line. 


screen.  It  has  scarcely  begun  to  use  all 
the  possibilities  of  the  medium, 
things  like  cartoon-like  virtual  envi- 
ronments in  which  participants 
assume  avatars,  or  visual  icons  of 
themselves. 

One  that  does  use  a  graphical 
chat  environment  is  business  user 
FORE  Systems  of  Pittsburgh  (sales, 
$400  million). 

A  maker  of  networking  computer 
equipment,  fore  racked  up 
$280,000  in  sales  per  employee  last 
year  and  wants  to  increase  that 
number  to  $500,000.  But  it  can't 
seem  to  find  enough  product  man- 
agers to  teach  its  growing  sales  force. 

So  fore's  Web  technology  guru. 
Shea  McKinney,  has  set  up  virtual 
chat  rooms  for  each  of  his  product 
lines,  using  software  by  The  Palace 
of  Beaverton,  Ore.  Salespeople  can 
log  on  to  their  computers  and  query 
engineers  about  product  details  in 
real  time.  The  conversations  are 
recorded,  indexed  and  stored  for 
future  reference,  fore  has  already 
hosted  tutorials  for  upwards  of  50 
salespeople  at  a  time. 

Another  Palace  customer.  Egghead 
Software,  has  created  a  virtual  store- 
front on  its  Web  site,  where  cus- 
tomers can  shop  as  avatars,  ask  ques- 
tions and  buy  merchandise. 

As  the  technolog)'  develops,  busi- 
nesses aren't  waiting.  They're  exper- 
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All  business,  no  sex 


eShare  Commack,  N.Y. 

Text-based  chat  that  can  be  integrated  with  a  customer  database. 
♦Investors:  Chase  Capital  Partners,  Softbank  Ventures  Inc., 
Ratlron  Partners. 

♦Customers:  Computer  Associates,  Lycos,  cue  International, 
Merrill  Lynch,  1-800-Flowers. 

The  Palace  Beaverton,  Ore. 

2-D  virtual  chat  In  a  graphics-rendered  environment  using  avatars. 
♦Investors:  Intel,  Softbank  Ventures  Inc.,  Time  Warner. 
♦Customers:  Egghead  Software,  fore  Systems,  tci,  3Com. 

ichat  Austin,  Tex. 

Licenses  three  text-based  chat  products. 

♦Investors:  ivierrill  Lynch,  General  Electric  Capital,  Ziff  Brothers 

Investments,  Onset  Ventures. 

♦Customers:  Coiumbla/HCA,  mca,  Merrill  Lynch,  lots  of  isp  providers, 

Yahoo!  and  Sony. 

PeopleLink  Santa  Monica,  Calif. 

Real-time  E-maii  communication  with  anyone  on  the  Internet. 

Good  for  one-on-one  or  small-group  chat. 

♦Investors:  at&t  Ventures,  and  parent  company,  Idealab. 

♦Distributors:  AltaVista,  EarthLink,  Infoseek. 

EarthWeb  New  York,  N.Y. 

Moderated,  text-based  chat  software. 

♦Investors:  Warburg  Pincus  Ventures  L.P. 

♦Customers:  bmg  Music  Club,  The  Metropolitan  Museum  of  Art, 

New  York  Stock  Exchange. 

LiveWorld  Productions,  Inc.  Campbell,  CaiH. 

Employees  act  as  moderators  for  customers'  on-line  chat  sessions, 
♦investors:  Softbank  Ventures  Inc.,  George  Soros'  Quantum  Industrial  Partners, 
Patricof  &  Co.  Ventures,  New  York  Life  Insurance  Co. 
♦Customers:  AT&T  WorldNet  Service,  Microsoft's  Infoseek,  ©Home  Network. 


FORE  Systems' 
virtual  conference 
Taking  a  meet- 
ing Web-style, 
with  taiking 
avatars  and 
views  that 
make  you  think. 


imenting  energetically  with  what's 
available. 

Merrill  Lynch's  Zammataro  toyed 
with  virtual  environments  created 
by  The  Palace,  but  decided  that  for 
now,  at  least,  ichat's  text  chat  was  a 
better  fit.  The  financial  services  giant 
bought  a  minority  stake  in  ichat, 
hoping  to  influence  the  way  the  soft- 
ware de\'elops. 

"This  is  an  important  skill  set," 
says  Zammataro,  who  envisages  his 
consultants  hosting  on-line  sessions 
with  client  groups  while  interactive- 
ly manipulating  stock  charts  and 
other  data. 

"If  we  teach  the  Merrill  Lynch 
consultants  the  best  cybercommuni- 
cations  skills,"  he  says,  "they  could  be 
the  most  powerful  financial  consul- 
tants out  there."  ^ 


MARKETS 


The  momentum  investors  are  still 
playing  their  games.  Disdaining  logic, 
they  drove  little  Kreisler  Manufacturing's 
stock  up  1,880% 


Fasten 

your  seat  belts 


By  William  Green 

Eighteen  months  ago  Kreisler 
Manufacturing  Corp.  was  in  trouble. 
The  litde  family-controlled  company 
makes  metal  parts  for  airplane 
engines.  It  lost  $923,000  in  fiscal 
1996 — its  fift:h  unprofitable  year  in  a 
row.  Kreisler's  1996  sales  were  a 
paltry  $5.7  million,  and  its  cash 
reserves  were  dwindling.  "We  didn't 
have    enough    business    to    keep 


going,"  says  Edward  Stern,  the  com- 
pany's chairman  and  chief  executixe. 
By  September  1996  Kreisler's  stock 
was  mired  at  $2.63. 

Miraculously,  demand  for  aircraft 
engines  surged,  in  time  to  save  the 
84-year-old  firm.  Kixisler,  which  is 
based  in  St.  Petersburg,  Fla.,  was 
inundated  with  orders  for  parts  such 
as  manifold  assemblies,  which  carry 


Edward  Stern,  chairman  of  Kreisler 
"I'm  baffled  by  the  whole  thing. 
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Ned  and  Michael  Stern,  the  chairman's  sons,  revitalized  Kreisler's  management 
Cofounded  by  their  great-grandfather,  Kreisler  makes  parts  for  aircraft  engines. 


oil,  fliel  and  air  through  the  engine,  shares  were  traded  on  Sept.  3 — more 
Sales  jumped  65%,  to  $9.4  million,  in  than  half  the  total  for  the  previous 
fiscal  1997  (which  ended  in  June),  eight  months.  By  the  end  of  the 
and  Kreisler  earned  $971,000.  afternoon  the  stock  was  at  $21  a 

Like  lots  of  other  micro- 
cap  stocks,  Kreisler,  which    America's  highest-flying  stoci(s 

is  listed  on  Nasdaq,  is 
thinly  traded.  About  half 
the  stock  belongs  to 
the  Stern  family.  Not  a 
single  share  had  changed 
hands  from  June  through 
August  of  1997.  But  on 
Sept.  2  investors  learned  of 
Kreisler's  turnaround  from 
a  press  release  the  company 
mailed  out  on  Aug.  29. 
The  stock  jumped  from  $5 
to  $8  that  day,  earning  a 
mention  on  CNNfn. 

Then  the  momentum 
investors  jumped  on 
board.     Nearly     25,000 


y-t-d 
change 

recent 

cap 
($mil) 

American  International  Petroleum 

1,044% 

$4.47 

$216 

Kreisler  Manufacturing 

1,024 

52.00 

25 

Brush  Creek  Mining  &  Development 

900 

1.56 

71 

Food  Technology  Service 

729 

7.25 

49 

Spire 

728 

18.63 

60 

Rentech 

674 

0.97 

24 

Reliability 

598 

21.81 

131 

International  Fibercom 

567 

6.25 

41 

Source:  Market  Guide  via  One 

Source  Information 

Services. 

Kreisler  is  among  the  hottest  stoclts  of  the  year.  Quite 
a  change  for  a  firm  that  had  seemed  close  to  bankruptcy. 


share.  Another  25,000  shares  were 
traded  on  Sept.  4,  taking  the  price  to 
$23.50. 

Stern  says  he  received  "at  least  a 
couple  of  hundred  calls."  The  callers 
kept  asking,  "Why  is  your  stock 
going  up?"  Stern  said  Kreisler's  re- 
sults had  improved,  and  the  aero- 
space industry  had  revived:  "I  try  to 
be  as  factual  as  I  can." 

Kreisler  hit  $53.88  on  Nov.  12 
and  is  now  trading  at  $52.  That's  an 
1,880%  increase  in  a  little  less  than 
15  months. 

A  67-year-old,  whose  grandfa- 
ther cofounded  Kreisler,  Stern 
often  answers  the  company's 
phones  himself.  He  professes  to  be 
"very  positive"  about  Kreisler's 
future.  The  company  has  a  backlog 
of  orders  that  are  worth  $14  mil- 
lion, versus  a  $2  million  backlog  in 
1994.  Orders  continue  to  pour  in 
from  enginemakers,  including 
Pratt  8c  Whitney  and  Mitsubishi. 

Two  of  Stern's  sons  have  im- 
proved productivity  at  Kreisler's 
manufacturing  facility  in  New 
Jersey.  Stern  predicts  that  sales  will 
grow  30%  a  year  for  the  next  five 
years.  If  he's  right,  Kreisler  might 
be  a  $25  milUon  (revenues)  compa- 
ny by  2003. 

But  Stern  is  bemused  by  the 
extent  of  the  rise,  which  now  values 
the  tiny  company  at  a  rich  26  times 
trailing  earnings.  "I'm  baffled  by 
the  whole  thing,"  he  admits. 

The  aircraft  supply  industry  is 
highly  competitive,  and  Kreisler  has 
no  proprietary  technology.  It  com- 
petes with  a  handful  of 
small  companies  by 
making  low-priced  bids. 
Kreisler  is  especially 
dependent  on  the  contin- 
uing favor  of  Mitsubishi 
and  Pratt  &  Whitney.  The 
two  firms  account  for  a 
major  part  of  Kreisler's 
business. 

Stern,  who  hasn't  sold  a 
single  share  of  stock,  is 
basking  in  a  paper  net 
worth  of  $12  million,  up 
from  $1  million  three 
months  ago.  "Unbeliev- 
able, isn't  it.>"  says  he. 
"Each  day,  I'm  amazed  at 
how  high  it  is."  ^M 
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I  -^(Bj^^  Dave  didn't  know  that  buying  computers  from  Micron  Electronics  could 
■■■■hL.  have  saved  his  company  so  much  time  and  money  He  had  no  idea  that 
m^  F  Micron  was  an  industry  leader  in  price  and  performance.  He  didn't  even 
■  .  know  that  Micron  sells  computers  direct  -  or  that  they  rank  so  high 
m  customer  satisfaction.  His  boss  knew,  and  now  you  know.  See  how 
Micron  desktops,  servers  and  notebooks  can  provide  your  company  with  a  complete  network 
solution.  More  information  on  our  ClientPro  Mre  network-ready  system  is  just  a  call  or  a  click  away 


MICRON     CLIENTPRO     Mre 


liik'l I'emium  I'rocessoi'b with MMX" lalinoiogy 

lliglitotormance  SDRAM 

Network  adapter  wAVake  On  LAN  technology 

SMART  enabled  Ultra  ATA  Disc  Driven 

MIcaisoft  Windows  OS  or  NT  4.0 

DM!  2.0,  Intel  lANDesk  Client  Manager 


-719-5027 


www.micronpc.com 


Bu^  kuse  S^nio. 


.^^S97  IfcnM  OKtraia.  Ik  M  riitti  rrmtA  Mom  Ehclnaa  b  ■(  mpouMt  Ik  mamm  m  aran  ■  l^pip^  m 
ptetopipK  M  pvchsK  «f  sihifd  to  JuUit).  Priici  «d  iptdfatioti  m  kt  dafiri  alMil  mfixx,  fntcs  4  m<  acMt 
iftW^  Md  kMiq  «d  «r  «(*cjM  tiK.  )Nir  BDMT^idi  pakT  *«  «rf  BcWf  rrtn  1^ 
tiUrjrt.  vplies  Oitr  to  Mkhn  brad  pnikch  ad  be|[»  ln»  ditr  ol  sli|—t  U  sir^  jtt  srivtd  to  litrN  BtdrHis'  ortit 
iBVs  ad  coiitiDca  el  ult  least  picet  ^xstA  «■  )$-a»tk  Ifisc  TV  tatH  iKurir  (op  W  P(«t:m  n  rvjKtviri  tntevto  arf 
MMI  u  J  tiJ*Mi  ol  MH  CorparitHL  ttmuatt  WwtnR^  VMm  NT  «rf  tV  IMms  ii«o  n  tt{stcnd  tr^arti  A 
Ncrantt  Coqionlioi.  PtoiKl  nms  of  Nma  ^rsMs  at  tntevis  v  rcfBtnl  Intawla  of  ■!»■  BidnMs,  kc  « 
HttFRtHE  SisltHt.  lie.  Olbrt  pterficl  iiaet  ittd  ii  this  piblicitJei  irt  tor  idtitilJciliii 
pwposeoifl  Ml  iui  be  IndMurta  ot  thtr  rnptcttie  OMvaiB. 
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Cunningham.  ©1997  Bferihger  Vineyards.  St.  Helena. 


"Serves  up  lots  of 


199 f  Napa  Valley  Chardonnay 


pure,  ripe 


fig,  melon  and 


pear  flavors  in 


an  elegant, 


understated  style. 


Hints  of  smoky, 


toasty  oak  show 


through  on  the 


finish,  where 


it  turns  complex." 


Wine  Spectator 
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Beringer. 
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Freedom  versus  democracy 


BY  THOMAS  SOWELL 


Dr.  Thomas  Soweil 
IS  an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


The  only  time  I  have  left  a  court  room  with 
more  respect  for  the  law  than  I  had  going  in 
was  in  a  court  in  Hong  Kong,  when  it  was 
under  British  colonial  rule. 

The  case  involved  a  Chinese  laborer 
accused  of  theft,  an  accusation  with  con- 
siderable circumstantial  evidence  behind  it. 
This  case  was  presided  over  by  a  crust\^  old 
British  judge,  of  upper-class  demeanor  and 
wearing  the  traditional  white  wig.  He  kept 
both  lawyers  on  a  short  leash  and  let  the  wit- 
nesses know  too  that  he  had  no  tolerance  for 
nonsense. 

It  would  be  hard  to  finci  nvo  individuals 
more  different  in  background  and  status  than 
the  Chinese  laborer  on  trial  and  the  British 
judge  in  charge  of  the  case.  Yet  race  and  class 
were  not  destiny,  despite  the  current  dogmas 
of  our  intelligentsias.  What  was  clear  from  the 
outset  was  that  the  judge  was  determined  to 
see  tliat  this  man  got  a  fair  trial — no  more 
and  no  less.  In  the  end,  the  laborer  was 
acquitted. 

One  need  only  look  around  the  world 
today,  much  less  back  through  the  pages  of 
historv,  to  see  how  rare  and  precious  some- 
thing as  basic  as  a  fair  trial  has  been.  Whether 
or  how  long  such  trials  will  exist  in  Hong 
Kong  under  the  Communists  is  another  ques- 
tion, and  a  very  painful  one. 

Meanwhile,  too  many  Western  journalists 
continue  to  play  the  game  of  moral  equiva- 
lence: There  was  no  democracy  in  Hong 
Kong  under  the  British,  they  say,  and  there  is 
no  democracy  there  now.  Some  hark  back  to 
the  evils  of  1 9th  century  imperialism  that  led 
to  Britain's  acquiring  Hong  Kong  in  the  first 
place .  There  seems  to  be  much  less  interest  in 
20th  century  totalitarianism  in  China  that  sent 
so  many  refugees  fleeing  to  Hong  Kong, 
among  other  places. 

Democracy  and  freedom  are  too  often  con- 
founded. Britain  itself  did  not  have  anything 
close  to  democracv  until  the  Reform  Act  of 
1832.  But  it  had  freedom  long  before  that. 

The  fundamentals  of  freedom — limited 
government,  separation  of  powers,  an  inde- 
pendent judiciary,  free  speech,  jury  trials — 
existed  in  Britain  for  many  generations  before 
the  franchise  was  extended  to  most  males. 
The  whole  spirit,  and  many  of  the  phrases,  of 
the  Constitution  of  the  United  States  derive 


from  British  law  and  government. 

Just  as  freedom  can  exist  without  democra- 
cy, so  democracy  can  crush  freedom.  During 
the  Reconstruction  era  after  the  Ci\'il  War, 
blacks  in  the  South  had  many  rights  that  they 
lost  when  the  occupying  Union  army  was 
w  ithdrawn  and  democratically  elected  state 
governments  took  over,  ushering  in  the  Jim 
Crow  era. 

Today,  die  confusion  between  freedom  and 
democracy  leads  far  too  many  Americans, 
including  those  in  high  places,  to  seek  to 
spread  democracy  around  the  world — in  com- 
plete disregard  of  the  circumstances  of  the 
particular  countries.  In  some  respects,  we  may 
be  more  dangerous  to  our  friends  than  to  our 
enemies,  when  we  pressure  them  to  set  up  at 
least  the  trappings  of  democracy. 

Both  freedom  and  democracy'  have  prereq- 
uisites. When  those  prerequisites  do  not  exist, 
democracv  especially  can  be  a  house  of  cards. 

Whether  in  Eastern  Europe  and  the  Bal- 
kans between  the  two  World  Wars  or  in  Africa 
in  the  postwar  era,  many  newly  created 
democratic  governments  collapsed  into 
authoritarianism  or  worse.  It  is  much  easier  to 
imitate  the  outward  institutional  forms  of 
Western  ciemocracy  than  to  synthesize  the 
centuries  of  traditions  that  make  those  insti- 
tutions work. 

Our  insistence  on  at  least  a  charade  of 
democracy  is  dangerous  in  another  way — to 
ourselves.  Relations  among  nations,  especially 
among  the  great  powers,  are  not  matters  of 
personal  ftiendship  or  international  social 
work.  Their  primary  goal  is,  or  should  be,  the 
safetN'  of  the  American  people  in  a  world  that 
has  always  been  dangerous,  long  before  the 
Cold  War  came  and  went. 

We  cannot  go  around  the  world  acting  like 
a  common  scold,  however  good  that  makes  us 
feel  or  however  well  it  plays  politically  at 
home.  Nuclear  proliferation  is  far  more 
important  than  "human  rights"  pronounce- 
ments— and  how  much  cooperation  we  get  in 
trying  to  deal  with  dangerous  threats  like  this 
may  depend  on  ho\\'  much  political  capital  we 
have  squandered  by  insulting  other  countries 
whose  help  we  need. 

The  British  were  very  wise  to  have  given 
Hong  Kong  freedom.  But  they  may  also  have 
been  wise  in  not  attempting  to  experiment 
with  democracy,  \\here  the  traditions  needed 
for  it  simply  did  not  exist.  ^ 
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The  strange  economics  of  Web  publishing 
is  giving  rise  to  a  new  form  of  journalism. 
Not  necessarily  better  or  worse,  just  different. 

Rumonnongeirs 


By  Nikhil  Hutheesing 

"All  the  news  that's  fit  to  print." 
What  does  that  mean.'  To  an  old- 
fashioned  journahst  it  means  you 
print  things  that  you  are  prett\'  confi- 
dent are  true.  Ink  is  expensive.  You 
can't  afford  to  waste  it  on  rumors. 

On  the  World  Wide  Web,  the  rules 
are  different.  Ink  is  free.  Broadcast 
channels  are  infinite.  Now  what  is 
publishable  covers  a  much  wider 
range.  It  seems  to  include  informa- 
tion that  stands  only  a  50-50  chance 
of  being  true — rumors,  that  is. 

We  all  look  down  on  rumors,  yet 
we  all  cock  our  ears  at  ones  that 
might  affect  us.  Would  you  choose 
not  to  hear  about  impending  layoffs 
at  your  company  because  the  story 
had  only  a  50%  chance  of  being  true.' 

That's  a  question  posed  by  Ryan 
Meader,  20,  a  red-goateed  6-footer 
who  skipped  a  chance  to  go  to  col- 
lege two  years  ago  and  lives  with  his 
parents  in  Falmouth,  Me.  Every 
morning  he  tumbles  out  of  bed  and 
works  his  way  across  the  room  to  his 
computer.  There  he  finds  a  day's  crop 
of  E-mailed  rumors  about  Apple 
Computer.  Meader  makes  educated 
guesses  about  which  ones  are  the 
most  reliable  and  posts  those  on 
his  Web  site,  Mac  os  Rumors 
(www.macosrumors.com). 

Meader  says  he  gets  85,000  hits  a 
day  and  has  a  loyal  audience  of 
300,000  readers.  He  has  attracted  a 
few  advertisements,  which  bring  in 
$1,500  a  month.  It's  not  a  viable 
business  yet,  but  it's  getting  there. 

Why  do  people  read  Meader's 
scandal  sheet.'  Because  the  rumors  are 
sometimes  true.  Mac  OS  Rumors 
broke  the  news  of  Gilbert  Amelio's 
resignation  as  chief  executive  of 
Apple  on  July  9,  ten  hours  before 
the  announcement  was  made.  On 
Aug.  18  Meader  said  Apple  would 
acquire  Power  Computing.  He  was 


close:  In  early  September  Apple  said 
it  would  acquire  Power  Computing's 
core  assets  for  SI 00  million  in 
common  stock. 

Meader's  sources  are  an  assortment 
of  Apple  supphers,  customers  and 
employees  who  are  fans  of  his  site.  A 
lot  of  them  no  doubt  have  an  ax  to 
grind,  but  they  know  they  will  be 
ignored  if  they  consistendy  get  their 


thinking,  but  Apple  later  changes  its 
mind.  That's  how  he  explains  his  false 
prediction  that  Apple  would  make  a  I 
big  statement  on  Nov.  10.  "They  had  | 
planned  to  announce  that  Oracle 
would  make  an  investment  in  Apple 
to  promote  the  network  computer," 
says  Meader.  "But  at  the  last  minute 
a  conflict  with  Microsoft  led  Steve 
Jobs  to  cancel  the  announcement." 

Apple  doesn't  crave  such  attention, 
and  it  has  taken  steps  to  squelch  a  few 
other  rumormongers.  In  October 
Mac  Rumor  Mill  and  Maclnsider 
shut  down.  "Apple  threatened  us 
legally  because  we  were  publishing 
confidential  information,"  explains 
Steven  Jones,  the  chief  contributor  at 
Maclnsider. 

Other  rumor  mills  are  thriving. 
Intel  Secrets  (ww\v.x86.org)  provides 
advance  information  on  Intel  proces- 


Ryan  Meader,  author  of  Mac  OS  Rumors 

On  the  Web,  information— true  or  false — is  in  hot  demand. 


facts  wrong.  Says  Meader:  "Half  of 
my  friends  at  Apple  let  me  know 
when  we  are  off  base  with  yes  or  no 
answers.  We  lean  on  the  rest  hard, 
though  we  tell  them  to  la)'  low  some- 
times, like  when  Steve  Jobs  hand- 
picked  people  who  he  suspected  were 
leaking  to  the  press." 

The  rumor  site  has  had  plent)'  of 
boners.  On  May  30,  for  instance, 
Meader  reported  that  Sony  could 
begin  churning  out  Mac  clones.  It 
hasn't  happened. 

Sometimes,  Meader  argues,  his 
forecasts  accurately  reflect  Apple's 


sors.  The  Windows  Mill  (www. 
mindspring.com/~ggking3/pages/ 
\\indrnill.htm)  posts  rumors  on  Win- 
dows NT  and  Windows  95/98.  The 
Nascar  Rumor  Jvlill  (www.hcst.net/ 
~ake/racing/rumors.html)  has  tid- 
bits about  who  \\ill  sponsor  races. 

There  is  every  reason  to  expect 
that  the  Web  will  soon  be  offering 
hundreds  or  even  thousands  of  these 
narrowly  targeted  gossip  publications. 
Meader  aims  to  capitalize  on  the 
trend.  He  is  forming  a  company. 
Black  Light  Media,  to  help  others 
start  and  run  Web  sites  like  his.     ^ 
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Sometimes  an  SUV  needs  extra  traction.  Luckily,  the  Bravada'  doesn't  need  you  to  know  when. 
Its  SmartTrak'  system  is  always  thinking,  immediately  sensing  slippage  and  redirecting  traction  to 
the  tires  that  need  it  most.  No  buttons,  no  levers.  So  even  when  the  road  is  covered,  Bravada's 
got  it  covered.  1-800-255-OLDS  www.bravadasuv.com 


NhW  l^AVADA. 


11"     I    \ '  .■  > 


W  .. 


>)'J')/  (lU  riirp  All  nijhls  ri-siTfl  il 


CS<^  Oldsmoblle 


YOUR   MONEY? 
OR   YOUR   HEALTH? 


Since  day  one,  the  measure  of  good  health  care  in  America  has  been  held  hostage  by  a 
faulty  equation:  The  most  money  buys  the  best  care.  The  unfortunate  legacy  of  the  old 
fee-for-service  system  is  it  did  a  better  job  of  raising  costs  than  quality.  ■  Can  any  system 
raise  the  quality  of  health  care  for  Americans  while  controlling  its  costs?  We  believe  the 
answer  is  an  unqualified  yes.  ■  First  off.  the  best  care  cannot  be  defined  as  the  most 
expensive  or  the  least  expensive.  It  is  the  right  care  delivered  at  the  right  time.  Ideally, 


it's  a  measure  taken  to  prevent  an  illness  before  it  ever  occurs.  Like  an  immunization, 
for  instance.  Or  one  that  catches  a  disease  early  enough  that  something  can  be  done 
about  it.  ■  That's  why  our  women's  program  was  the  first  to  cover  annual  mammograms 
for  all  women  over  40.  We  know  what  it  costs,  but  by  treating  breast  cancer  in  its  earliest 
stages,  we  also  know  what  it  can  save.  ■  The  best  care  can  even  halt  the  progression 
of  chronic  disease.  Our  congestive  heart  failure  program  provides  a  cardiac  nurse  to 
educate  at-risk  members  on  the  importance  of  taking  prescribed  medications,  and  to 
help  them  make  lifestyle  adjustments.  The  result  has  been  a  significant  decline  in 
hospitalization  rates  and  an  overall  improvement  in  patient  well-being.  ■  Not  coincidentally, 
our  model  of  prevention,  early  detection  and  chronic  disease  management  promotes 
better  health,  with  the  added  value  of  lowering  health  care  costs.  Which  in  turn  enables 
companies  such  as  ours  to  provide  more  people  than  ever  the  best  choices  modern 
medicine  can  offer.  And  do  so  without  offering  the  one  choice  no         ^^-y#F.M. 

L/ctna 

one  should  ever  again  have  to  make:  Their  money?  Or  their  health?         tW HealtuCare 

Now  II  I'tvl  U'tter  Willi  n>? 
©1997  Aetna  U.S.  Healllirarc  Iiio.   www.aelnauslic.com 


If  you  must  diversify,  at  least  stick  to  what  you  know. 
MCN  did— and  look  at  the  results. 

Tame 
ynldcattinz 


By  David  S.  Fondiller 


In  a  rural  village  in  the 
western  Indian  state  of 
Gujarat,  sweat-drenched 
laborers  pass  baskets  of 
concrete  up  a  lOO-foot- 
high  bamboo  scaffold. 
Hundreds  of  others  dig 
3 -foot-deep  ditches  and  lay 
pipelines  for  a  655-mega- 
watt  gas-fired  power  plant. 
A  hard-hatted  executive 
from  Detroit- based  MCN 
Energy  Group  surveys 
the  scene. 

What's  a  midwestern  gas 
distributor  doing  9,500 
miles  from  home.^  Diversi- 
fying, naturally.  What  utili- 
ty executive  has  not 
dreamed  of  getting  at  least 
some  of  his  revenues  out 
from  under  the  depressing 
thumb  of  rate  regulators." 

You  can't  blame  gas  util- 
ity executives   for   being 
restless,  but  the  choices 
they  make  are  often  rather 
absurd.  Southern  Califor- 
nia Gas  got  into  drugstores,  Ten-      energy- related  businesses:  oil  and  gas 
nessee  Gas  &  Transmission  into  ship-     wells,  pipelines  and  processing,  power 
building     and     farm     machinery,      plants,  gas  storage  and  the  marketing 
Southwest  Gas  into  banking — and  in      of  gas  to  commercial  and  industrial 


MCN  Energy  Group  Chief  Executive  Alfred  Glancy 
Manage  risk,  make  money. 


all  these  cases  they  got  out.  Running 
a  gas  utility  just  doesn't  equip  you  to 
run  a  drugstore. 

Alfred  Glancy  III,  mcn's  59-year- 


customers,  as  well  as  other  distribu- 
tion companies. 

MCN  started  out  with  a  different 
philosophy.  One  of  Glancy's  prede- 


old  chief  executive,  has  a  different  cessors,  Robert  Stewart,  went  the 

answer  to  the  constraints  of  regulat-  route  taken  by  Tennessee  Gas  (later 

ed  energy  utilities:  Diversify,  but  stick  called  Tenneco)  and  others:  Buy  any- 

to  energy.  About  60%  of  mcn's  $2.2  thing  that  looks  good.  Thus  did 

billion  in  revenues  this  year  will  come  Michigan    Consolidated's    former 

from  its  original  line  of  work,  the  gas-  parent,  Primark,  get  into  such  unlike- 

utility  operation   called   Michigan  ly  lines  as  a  satellite  network  that 

Consolidated  Gas  Co.  The  balance  is  beamed  training  films  into  hospitals 

from  a  collection  of  nonregulated,  and  an  aviation  business  that  supplied 


nonunion  pilots  to  unionized  freight 
companies.  Says  Glancy:  "They  diver- 
sified into  businesses  that  were  about 
as  far  away  from  regulation  and  the 
energy  business  as  you  could  get." 

Not  wanting  anything  more  to  do 
with  regulated  energy,  in  1988  Stew- 
art's successor,  Joseph  Kasputys, 
handed  the  utility  to  Glancy  in  a  spin- 
off and  hung  on  to  the  diversified 
operation.  Kasputys  has  succeeded  in 
turning  Primark  into  a  profitable 
vendor  of  financial  databases,  includ- 
ing IBES  and  Disclosure,  but  his 
shareholders  have  had  a 
^■■■■1  wild  ride.  When  Kasputys 
^i^^H  p  arrived,  the  aviation  busi- 
■jH  I  ness,  among  others,  was  a 
5  disaster. 

Glancy,  for  his  part, 
wanted  no  part  of  that 
kind  of  stab-in-the-dark 
company-building.  "Stick 
to  your  knitting,"  he  says, 
explaining  the  $2  billion 
he  has  invested  in  energy 
projects.  But  he  definitely 
^^     believes  in  diversification 

t^M  in  another  sense:  The 
money  is  spread  around  90 
different  projects,  and 
every  one  has  an  outside 
partner.  In  Gujarat  the  lead 
partner  is  an  Indian  firm. 
MCN  owns  only  28%  of  the 
power  plant. 

"Big  bets,  billion-dollar 
investments — if  they  don't 
work  out,  you've  got  a 
problem,"  says  Glancy. 

The  results  of  Glancy's 
more  timid  style  of  diversi- 
fication speak  for  them- 
selves. When  Glanc}'  took  over,  mcn's 
net  income  was  $48  million,  or  3.7% 
of  revenues.  This  year  Barry  Sahgal, 
senior  energy  analyst  with  Ladenburg 
Thalmann,  projects  a  net  of  $142  mil- 
lion, or  6.5%  of  revenues.  Nonutility 
operations  should  contribute  about 
45%  of  net  income  (see  chart,  p.  60). 
To  go  this  far,  Glancy  has  had  to 
inflate  his  balance  sheet.  To  fund  its 
$3.4  billion  in  capital  investments 
since  1992,  MCN  has  raised  $900  mil- 
lion selling  equit)'  and  equitylike 
securities  and  $1.3  biUion  from  bor- 
rowing. Only  $1.1  billion  has  come 
from  leftover  cash  flow  (profits  plus 
depreciation  and  deferred  taxes,  less 
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On  the  Twelfth  Day  of  Christmas 
True  Love  Finally  Got  to  the  Point 


Lavish  the  ones  you  love  with  some  of  our  luscious  indulgences  and  you'll  definitely  be 

giving  them  something  to  sing  about.  For  the  Godiva  boutique  nearest  you,  call  1-800-9-CODIVA. 

Or  visit  us  on  the  Internet  at  www.godiva.com.  Or  AOL  (keyword:  GODIVA). 


New  York 


Paris 


GODIVA 

Chocolatier 


Tokyo 


Brussels 


Buy 

Yourself 
Some 
Time. 

Our  Flexjet  program  gives  you  all  the  benefits 
of  owTiing  a  business  jet  for  a  fraction  of  the  cost. 


Take  control  of  your  schedule  with 
Flexjet    fractional  ownership.  It's  not 
time-sharing.  It's  better.  It's 
guaranteed  anytime  access  to 
a  Learjet'  or  Challenger' 


business  jet.  And  it's  tailored  to  your 
exact  requirements,  from  just  5170,000 
a  year*  over  five  years,  all-inclusive. 
CaU  l-86o-S90-JETS. 


BUSINESS 

JetSohitions 

the  executive  a\iation  affiliate  of  AmerJcanAirlines* 


*  Estimated  annual  after-tax  cost  of  owTiersfiip  of  1/8  share  (SCO  occupied  hours  i)\er  tne  \cars)  in  a  Learjet  ilA.  Conditions  apply. 
American  Airlines  is  a  registered  trademark  of  AMR  Corporation  Inc.  Learjet,  Challentjer,  Business  JetSolutions  and  Flexjet  are  trademarks  of  Bombardier  Inc. 


How  to  be  heard 

in  more  than  two  places 

at  the  same  time, 

saying  the  same  thing 

all  alone  by  myself. 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 
appearing  on  my  home  PC  in  Sausalito, 'n'*' 
my  office  PC  in  San  Francisco,  my  client's 
PC  In  Seattle  and  my  cousin's  in  Seville. 
Let  me  be  the  first  to  mention  that  the  first 
digital  recorder  with  removable  media  also  has 

unlimited  memory,  compressed  files  that  flre 
accessed  instantly  and  distortion-free  playback. 

Unheard-of. 


It's  not  just  the  sound.    It's  where  you  take  it. 

OLYMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  www.olympus.com 


Earnings  growth 


Percent  of  net  income 

^      ^      4     ^     J 

97%        93%       8S%       81%_72%„55%| 


Gas  distribution 


^9^lNoiiregulated| 
I  businessas^ 


Net  income  from  contmuing  operations  ($millions). 
Sources:  MCN  Energy  Group  Inc.;  Ladenburg  Thalmann  &  Co.  Inc. 

MCN's  nonregulated  businesses 
are  generating  a  rapidly  growing 
share  of  its  overall  profits. 


a  hefty  dividend).  Yet  shareholders 
have  not  suffered,  mcn's  share  price 
has  almost  quadrupled  during 
Clancy's  tenure. 

MCN  is  often  a  minorit}^  partner  in 
its  energ)^  projects,  but  that  does  not 
make  it  a  passive  partner.  "To  a  small 
[exploration  and  production]  compa- 
ny, that's  their  sole  focus,"  Glancy 
explains.  "We  can  help  them  with 
gathering  gas  from  wells,  processing 
the  gas  and  marketing  it,  which  are 
things  they  have  no  experience  in." 

Last  year,  for  example,  MCN  took  a 
one-third  stake  in  a  52,000-acre  proj- 
ect around  the  Jonah  Field  in 
Wyoming's  Green  River  Basin.  Its 
partner,  McMurry  Oil,  knew  how  to 
drill  wells  in  the  area  but  had  trouble 
getting  the  gas  to  market.  MCN  was 
able  to  reduce  the  transportation  and 
processing  costs  by  almost  50%  by 
designing  systems  that  used  other 
players  in  the  region  and  by  building 
part  of  the  pipelines  itself 

The  80  employees  in  MCN  Invest- 
ment, mcn's  nonregulated  side, 
aren't  trying  to  run  a  conglomerate 
or  even  an  oil-and-gas  company. 
Their  job  is  to  find  deals  and  manage 
them  Hke  a  portfolio.  Says  Rai  Bhar- 
gava,  the  India-born  head  of  this 
operation:  "We're  not  hung  up  on 
wildcatting.  We're  hung  up  on  man- 
aging risk  and  making  money."      WM 
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We've  spent  over  50  years 
revolutionizing  the  mutual  fund  industry 

Is  it  any  surprise  that  we're 
innovating  the  brokerage  business? 


I 


■ 


A. 


.s  a  pioneer  in  mutual  funds,  Fidelity  changed 
the  way  America  invests.  Now  we're  redefining  the 
brokerage  industry  With  Fidelity  Broke ragef  you  get: 

■  Access  to  initial  public  offerings 

■  Independent  research  from  Salomon 
Brothers  and  others 

■  Online  analysis  tools  like  Stock  Evaluator"^' 
and  Fund  Evaluator^" 

■  Online  real-time  stock  quotes 


FMeliiy 


Plus,  online  stock  trading  from  $14.95  per  trade  for 
active  traders,  and  $19.95  for  less  active  accounts.' 
So  for  brokerage  services  at  an  excellent  value, 
work  with  Fidelity  Brokerage -visit  our  Web  site, 
call,  or  stop  by  an  Investor  Center  today.  x'\fter 
all,  revolutionary 
ideas  are  why 
we  re  in  business.  1-800-544-2898 


www.fidelity.com 


Invesimenis 


WHERE   12   MILLION   INVESTORS   PUT  THEIR  TRUST.* 

TDD  Service:  1-800-544-01 18  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

'For  slock  trades  placed  online  via  the  Web  or  1-idelily  On-line  .\press+'"  in  qualifying  accounts  of  active  traders,  tlie  base  rate  is  $14.^5.  The  base  rate  for  stock  trades  placed 
online  for  other  retail  customers  is  $19.95.  For  equity  trades  up  to  1,000  shares,  pay  the  base  rate.  For  trades  between  1,001  and  4,999,  pay  the  base  rate  plus  $.03  for  each 
share  over  1,000.  For  trades  of  5,000  shares  or  more,  pay  the  base  rate  plus  $.02  for  each  share  over  1,000.  For  shares  priced  under  $  1 ,  pay  the  lesser  of  the  rate  as  calculated 
above  or  3%  of  principal,  subject  to  a  minimum  commission  equal  to  the  base  rate.  There  is  a  $3  premium  per  trade  lor  limit  and  stop  orders.  Tlie  premium  is  waived  until 
1 2/1/97  for  Spartan  Active  Traders  and  does  not  apply  to  Siiaitan  Gold  Circle  customers,  .\cti\-c  traders  refer  to  those  customers  wtiose  accounts  qualify  for  Spartan  .-Vctive  Trader 
pricing  or  Spartan  Clold  Circle  pricing  To  tiualiK,  customers  must  make  at  least  36  or  72  stock,  liond  or  option  trades  per  \ear  a-spectiveh;  and  maintain  a  minmium  account 
lialance  of  $20,000  ($100,000  for  retirement  accounts).  Fidelity  Brokerage  Services,  Inc.  Memlier  NYSE,  SIPC.  '  '  4b/42100.001 


BRM 


PrtM 


CFO 


G^C 


©1997  New  York  Stock  Exchange.  Inc.    http://www.nyse.CQm 
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.  .  ^   V — r-ola  ill  Houston  is  looking  forward  to 

ncr  next  pallet  recital,  tlianks  to  the  worlds  smallest 

pacemaker  aevelopea  by  St.  Juae  Meaical. 


y  ■    .  ...... 

^ompaq  Computer  Corporation  is  shipping  its 
34,000,000tn  personal  computer. 

naim/er-nen::  is  aere/oping  an  electronic  system  that 
automatically  steers  ana  controls  cars  for  their  drivers. 

k  \^impelCom  is  introaucing  Moscow 

to  new  communications  serrices  as  it  expanas 
Russia's  first  PCS  network. 


—         Surveillance  systems  at  tlie  NYSE  are 
scrutinizing  more  than  335,000  transactions  a  Jay 
to  ensure  investors  everywiiere  a  fiir  marketplace. 


It's  all  Happening  right  now. 
Ana  it  coula  only  happen  here. 


THE  NEW  YORK  STOCK  EXCHANGE 


THe  UORLD   PUTS  ITS  STOCK  IN  US.* 


If  you  are  sitting  on  big,  unrealized  stock  market  gains,  there's  never  been 
a  better  time  to  get  generous  with  your  favorite  causes. 

Loosen  up  a  bit, 
folks 

By  Susan  Lee  and  Christine  Foster 

Spelman  College  in  Atlanta,  Ga.  Yvonne  Jackson,  a  1970  graduate  of  $100,000.  Jackson  looked  right  at 

needed  money  to  build  a  new  science  Spelman  and  senior  vice  president  of  her  and  without  missing  a  beat  said, 

building.  In  the  course  of  hitting  up  Burger  King.  Jackson  was  usually  "I've  been  blessed  in  my  life,  and  I 

alumnae,  Spelman's  then-President  good  for  $10,000.  This  time  Cole  think  I  can  do  that."  Cole  nearly 

Johnnetta   Cole   breakfasted  with  somewhat     nervously     asked     for  dropped  her  fork. 


Yvonne  Jackson 

The  Burger  King 
senior  vice  president 
typically  contributed 
$10,000  annually 
to  her  alma  mater, 
Spelman  College 
in  Atlanta.  When 
the  college's 
president  asked 
if  Jackson  might  give 
$100,000  for  a  new 
science  building, 
she  was  even  more 
generous.  "I've  been 
blessed  in  my  life, 
and  I  think 
I  can  do  that." 


I 
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RAYMOND  WEIL 

GENEVE 


9590TT/WI 


ClJarsijal 


bloDmingclQle's 

to  order  1-800-777-4999 


For  a  brochure,  write  to;  Raymond  Weil  Dept.  AD,  587  Rfth  Avenue,  New  York.  N.Y  10017 


RAYMOND  WEIL 

GENEVE 


lamenco 


Stainless  Steel 
or  combinations  of 
Stainless  Steel 
&  18K  Goldplated. 
Water  resistant 
to  90  Ft., 
Sapphire  crystal, 
Expansion  clasp 


5370S/BI 


SAKS 
FIFTH  AVENUE 


An  unusual  story?  Not  really. 
Americans  are  mighty  generous 
folks.  They  volunteer  $190  billion 
worth  of  time  every  year,  according 
to  the  National  Commission  on  Phi- 
lanthropy &  Civic  Renewal.  And  in 
1996  they  gave  $150  billion  to 
charity.  That's  1.9%  of  the  nation's 
income. 

Okay,  some  of  this  was  giving  by 


foundations  ($12  billion),  corpora- 
tions ($9  billion)  and  bequests  ($10 
billion),  but  even  inking  out  these 
givers,  individual  Americans  gave  up 
$120  billion  of  their  walking- around 
money  to  others.  And  they  gave 
through  thick  and  thin.  During  the 
past  two  decades — through  high  and 
low  marginal  tax  rates,  recessions 
and  booms — charitable  donations 


have  stayed  at  around  2%  of  nation- 
al income. 

This  generosity  is  widespread. 
Two-thirds  of  households  donate 
money.  Ninety  million  Americans 
gave  an  average  of  more  than  four 
hours  a  week  volunteering  for  char- 
itable activities. 

You  hear  a  lot  about  drugs  and 
violence  among  teenagers,  but  how 


Maddie  Levitt 

For  a  decade 
Levitt  worked 
without  pay 
as  a  fundraiser 
for  Drake 
University. 
Now  73,  she 
continues 
to  work  45 
to  50  hours 
a  week  as 
a  volunteer 
for  the  school. 
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Learn  now  ty  contacting  a  proressional 

designer  tnrougn  At-ID  s  Worldwide 

Interior  Desig"n  Reierral  Service. 

ASID  workplace  designers  will  listen 

to  your  needs,  understand  your 

strategic  goals,  and  design  a  space 

that  uill  help  you  increase 

workplace  pertormance. 
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of  Interior  Designers 


www.interiors.or^ 


I  gave 
at  the  mS 

Americans  fork  over 
an  average  of  35.2%  of 
their  income  to  local, 
state  and  federal  go\'- 
ernment.  Since  social 
spending  accounts  for 
most  government 
spending,  we  could  be 
pardoned  if  we  say  to 
people  ^\'ho  ask  for 
charit\':  "Sorr\',  I  gave 
through  the  iRS."  Hap- 
pily, we  don't. 

Richard  Steinberg, 
an  economics  professor 
at  Indiana  Uni^■ersit^'- 
Purdue  Universit\^  in 
Indianapolis,  who  has 
studied  charitable 


gi\ing,  says  there  is 
only  minor  crowding 
out.  He  estimates  that 
a  dollar  of  go\'ernment 
spending  displaces  onl\' 
about  10  cents  of  chari- 
table gi\ing. 

Donors  are  not  terri- 
bly concerned  with  tax 
breaks,  either.  In  a 
recent  survey,  Ameri- 
cans ranked  the  issue 
of  deductibilit\'  as  the 
least  of  their  concerns 
(see  chart,  p.  72) — ^well 
behind  die  worthiness 
of  the  work  and  the 
effectiveness  of  the 
organization. 

Steinberg  has  found 
that  higher  marginal 
rates,  which  lower  the 


cost  of  gixing,  do  not 
act  as  a  powerful  incen- 
ti\'e  for  more  giving. 

Tax  law  does,  how- 
ever, make  a  difference 
in  the  timing  and  t\pe 
of  giving.  With  estate 
tax  rates  as  high  as 
55%,  charitable  contri- 
butions— which  ha\'e 
zero  tax  liabilit}' — fiinc- 
tion  as  a  strong  incen- 
tive to  exit  life  with  a 
big  bequest.  Steinberg 
also  found  that  those 
with  incomes  above 
S200,000  are  respon- 
sive to  the  tax-fax  ored 
status  of  charitable 
donations  of  appreciat- 
ed propertN'  (see  box,  p. 
84).  -S.L.'andC.F.Bi 


often  do  you  hear  about  kids  like  ago),  she  volunteered  her  energv'  in 

Katie  Eller  of  Tulsa,  Okla..'  She's  a  the  early  years  and  was  happy,  later 

tv'pically  busy  high  school  freshman  on,  to  earn  S4  an  hour.  (Last  month 
who  plays  tennis  and  basketball  after 


school  and  works  at  her  parents' 
restaurant  on  weekends. 

Yet  Eller  somehow  finds  ten  hours 
everv  week  to  raise  money  for  a 
homeless  shelter.  "My  family  believes 
that  w^e're  a  lot  better  off  than  some 
families,  so  we  should 
help  families  that  are 
unfortunate,"  she  says 
matter-of-facdy. 

For  some  Americans, 
giving  time  is  literally  a 
way  of  Hfe.  Aladdie  Levitt 
works  45  to  50  hours  a 
w^eek — gratis — raising 
money  for  Drake  Univer- 
sit)'  in  Des  Moines,  Iowa. 
This  is  a  schedule  she's 
kept  to  for  the  past  1 1 
years,  ever  since  she 
turned  62. 

Sharon  Darling  has 
spent  29  years  working  an 
average  of  60  hours  a 
week  to  promote  adult 
literacy.  Although  she  is 
now  paid  a  decent  salary 
by  the  Louisville,  Ky.- 
based  National  Center  for 
Family  Literacy  (a  group 
she   founded    ten   vears 


Decade 

of  greed?  No, 

the  stock 

market  boom 

has  made 

the  rich 

more  generous. 


she  was  in  New  York  Citv'  flindrais- 
ing,  dragging  a  suitcase  with  a 
broken  wheel.  WTiyr  No  time  to  buy 
a  new  one.)  "I  feel  so  fortunate  to 
be  able  to  do  this  with  a  salary,"  says 
Darling.  "But  I  would  surely  do  it 
without  one." 

Wait  just  a  minute,  say 
the  cynics,  some  of  that 
time  and  monev"  are  given 
for  less  than  altruistic  rea- 
sons. W^ho  doesn't  know 
of  an  arriviste  who  spent 
a  million  bucks  or  more 
to  buy  a  seat  on  the 
board  of  an  art  museum, 
an  ideologue  who  bank- 
rolls a  think  tank  or  a 
gazillionaire  who  wants 
to  see  her  name  hugely 
displayed  over  the  door 
of  a  hospital.' 

And,  sure,  there  are 
benefits  of  power,  social 
status  and  even  network- 
ing. Michael  Bloomberg 
of  Bloomberg  L.P.  in 
New  York  City  is  an 
enthusiastic  believer  in 
giving  to  promote  his 
business.  He  figures  that 
since  businesspeople  are 
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Impressive  performance 
from  a  conservative  fund 


How  $10,000  Invested  9/30/87  Would  Have  Grown 


Equity  Income  Fund 

Upper  Equity  Income  Funds  Average 


$39,719 


$32,639 


$9,624  $10,754 


$14,801  $16,112 


T.  Rowe  Price  Equity  Income  Fund,  one 

of  our  most  conservative  stock  funds, 
seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The 
fund  invests  in  stocks  of  established 
companies  that  pay  above-average  divi- 
dends. This  dividend  emphasis  offers 
investors  three  important  advantages: 

•  Reduced  volatility; 

•  Relatively  steady  income; 

•  Enhanced  total  return  through 
the  reinvesting  and  compounding 
of  dividends. 

A  strategy  that  has  outperformed  Upper 
and  earned  Morningstar's  highest  rating. 

The  fund  has  outperformed  its  Lipper 


Category  Average.  In  addition,  the  fund 
was  awarded  a  five-star  (*****)  rating 
for  its  overall  risk-adjusted  performance 
by  Morningstar.  It  was  rated  among 
2,143;  1,187;  and  638  domestic  equity 
funds  for  the  3-,  5-,  and  10-year  periods 
ended  9/30/97.  respectively.** 

Call  today  for  more  information.  If  you 

want  the  return  potential  of  stocks  but 
would  like  to  reduce  your  exposure  to 
the  ups  and  downs  of  the  market,  this 
fund  may  be  an  appropriate  addition  to 
your  portfolio.  Of  course,  past  perfor- 
mance cannot  guarantee  future  results. 
$2,500  minimum  ($1,000  for  IRAs).  No 
sales  charges. 


T.  ROWE  PRICE 


invi;stmi;nt  kit 


Call  24  hours  for  a 
free  information  kit 
including  a  prospectus 

1-800-541-6155 

www.  troweprice.  com 


Invest  With  Confidence 

TRoweftice 


*33.02%,  19.78%,  and  14.79%  arc  tiic  t'liiui's  aw'ragc  annual  lota!  returns  for  the  I-,  S-,  and  l()-\ear  periods  ended  ')/30A)^.  ivspeelively.  Kiguix's  include  changes  in  principal  \alue. 
reinvested  dividends,  anil  cai)ital  ijaiii  distributions.  Investment  ivturn  and  principal  value  will  varv.  ;uul  shaix's  may  be  worth  moiv  or  li-ss  at  atlemptioii  than  at  original  pua'hxsi'. 
**Morningslar  pix)prietar\  ratings  ivflect  historical  risk-adjusted  iK-rtbrniance  as  of  O/.^OA)"  The.se  ratings  may  chiuige  monthlv  and  aiv  calculateil  fn)m  the  fund's  .v,  S-,  and  lO-yrar  avvnigc 
annual  returns  in  excess  of  9()-ciay  Treasury  hill  returns  with  appi-opriate  fee  adjustments  and  a  risk  factor  that  o-flects  fimd  performance  below  OO-dav  Ta-asury  bill  n-turns.  The  fund 
received  S  stars  for  the  .V,  S-,  and  lO-year  iH'riods.  len  |H'ivent  of  tlie  funds  in  an  investment  calegon  atrive  S  stars. 
Ri-ad  the  pix)S|K'cliis  caivfully  befoiv  investing.  \.  Rowe  Price  Investment  Services,  Inc.,  Distributor  EiR>.<»vnrt 


en  standing  still, 

it  NA/hispers  seductively  of  the  future. 
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Here,  at  last,  a  beauty  that's  more  than  skin  deep:  The  all-new,  200  hp,  30-valve,V6-motivatt  Wi 


tradition.  A  declaration  of  confidence  and  taste  destined  to  move  the  very  concept  of  luxury  forward-beyorPc 


that  gives  you  the  choice  of  cruising  in  automatic  or  shifting  manually  for  higher  performancl 


fi-om  $33,750!  A  car,  finally,  that  dares  to  ask  a  simple  question:  Can  one  car  change  the  way  you  look  at  al 


Call  1-800-FOR-AUDI  for  more  about  the  Audi  A6  and  a  dealer  near  you  or  visit  us  at:  www.audiusa.com.*  MSRPof  1998  Audi  A6  not  including  dealer  prep.,  destination  charge,  taxes,  license.  As  shown  $33,97 


ludi 


.  A  car  willing  to  take  a  stand.  With  depth  and  dimensions  that  defy  logic  and  upend 


■\i]i 


ii  ark  woods  and  predictable  shapes.  With  the  added  versatility  of  our  new  five-speedTiptronic"  transmission 


,( ^d  three  strikingly  new  choices  in  interior  design  we  call  'Atmospheres!' The  all-new  Audi  A6, 


ars?To  answer  that  question,  and  countless  others,  see  your  nearest  Audi  dealer  Soon. 


Audi 


\ctual  dealer  price  may  vary. "Audi,"  "A6"and  the  four  rings  emblem  are  registered  trademarks  of  AUDI  AC'Tiptronic"  is  a  registered  traderriark  of  Dr.lng.h.cF  F\3rsche  AG.  ©1997  Audi  of  America,  Inc. 


Virginia  Oiney 

Doctors  at 

California's  Torrance 
Memorial  Medical 
Center  have  been 
loyal  customers 
during  OIney's 
tenure  as 
a  salesperson 
for  SmithKline 
Beecham.  She 
repaid  the  hospital 
with  a  $250,000 
charitable  remainder 
trust. 


usually  big  donors  to  charity,  they 
respect  other  big  donors,  and  that 
donating  time  is  a  nifty  way  for  them 
to  meet  potential  customers. 

So  what.^  Whatever  the  motives, 
his  time  and  money  are  there.  Sever- 
al months  ago  Bloomberg  boarded  a 
bus  with  75  of  his  employees  to 
travel  to  Brooklyn,  N.Y.  to  paint 
Thomas  Jefferson  High  School. 
They  left  at  8  a.m.  and  painted  their 
hearts  out  until  4  p.m.  Nothing 
phony  about  that. 

Who  can  say  what  motivates  char- 
ity? Lots  of  people  give  for  pure 
pleasure.  This  type  of  altruism  is 
what  students  of  philanthropy  call 
"the  warm  glow" — the  personal  sat- 


isfaction that  comes  from  making  a 
gift.  If  you  want  to  be  cynical,  you 
can  call  that  self-serving,  too,  but  it 
helps  get  the  job  done. 

Lots  of  people  give  because  they 
feel  they  have  a  moral  obligation  to 
do  so.  Rabbi  Roy  Rosenbaum,  vice 
chancellor  of  the  Jewish  Theological 
Seminary  in  New  York  City,  points 
out  that  the  Old  Testament  demands 
charity  as  a  duty.  "You  don't  expect 
a  pat  on  the  back,"  he  says.  "The 
Hebrew  word  for  charity  literally 
means  justice  or  what  is  proper.  It  is 
your  obligation  as  a  human." 

The  U.S.  is  still  a  fairly  religious 
country — and  that's  a  good  thing 
for  charity.  People  who  belong  to 


religious  congregations  are  more 
likely  to  give  and  to  give  more  (2.3% 
of  income)  than  those  who  don't 
(1.1%  of  income).  In  fact,  churches 
and  religious  organizations  get  the 
majority  of  donations;  46%  of  all 
individual  charitable  dollars  go  to 
religious  groups,  with  education 
(13%)  and  health  (9%)  the  next  most 
popular  destinations. 

Charity  tends  to  be  higher  among 
people  who  are  better  educated,  live 
in  small  cides,  are  married,  have  chil- 
dren, own  homes  or  had  parents 
who  gave  regularly. 

But  the  single  most  powerful 
force  in  giving,  as  in  most  human 
affairs,  is  an  intimate  association 
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hen  it  comes  to  bourbon,  the  first  name  on  everyone's  lips  is  the 
and  that's  #1  worldwide.  Jim  Beam.  Now  there's  another.  Booker 
De  -  Jim  Beam's  grandson  and  Master  Distiller  Emeritus.  He 
ated  Booker's,  the  ultra-premium  small-batch  bourbon  that 
jnched  a  new  category.  A  category  led  by  Beam's  #1  best-selling 
lob  Creek.  These  are  the  bourbons  of  connoisseurs. 

Booker's  formula  may  be  secret,  but  ours  isn't.  It's  our  unique 
end  of  great  brands.  Like  Jim  Beam,  Titleist,  Foot-Joy,  Cobra, 
oen.  Master  Lock,  Day-Timer,  Swingline  and  ACCO.  Backed  by 
ore  than  a  dash  of  great  marketing,  great  financial  resources 
id  great  people. 

Fortune  Brands  is  determined  to  be  one  of  the  world's  most 
iccessful  consumer  products  companies.  Already,  we're  fast 
jcoming  the  toast  of  Wall  Street.  Because  we  have  the  right  spirit. 
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www.fortunebrands.com  /  Shareholder  Direct  (SOO)  310-5960 


A  country  of  givers 

How  much  do  people  give? 
To  what  kind  of  charity?  Why? 
Individuals  outpace  all  other  contributors, 
with  churches  and  synagogues 
getting  the  largest  share. 

1996  contributions  to  charity  ($billions) 


Individuals 
$120 


Percentage  of  donations  received 
Human 


Total  giving  as  a  percent  of  personal  income 
2.0% 


1.9 


1.8 


1.7 
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What  motivates  people? 
Deductibility 
Making  an  impact 
Recommendation 
Number  helped 
Low  overhead 
Worthiness  of  goal 
Effectiveness 


A  lot 
Some 


1 


20        40        60       80       100% 


services 


Foundations 


Health 


Unallocated     2% 


Education 


Public  benefit 

International 

^*      Environment 

3% 


Religion 

46% 


Percentage  of  individuals  giving  to: 

Other  countries 

Drug/alcohol 

Environment 

Victims 

Handicapped 

Youth 

Schools 

Elderly 

Religion 

Poor  &  hungry 


■P 
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Sources:  Giving  USA; 
National  Commission  on 
Philanthropy  &  Civic  Renewal. 


0      10    20     30     40    50     60     70% 


between  giver  and  recipient.  This  is 
what  is  known  as  the  Matthew 
effect,  from  Matthew  6:21:  "Where 
your  treasure  is,  there  is  your  heart 
also." 

Virginia  Olney  just  set  up  a 
$250,000  charitable  remainder  trust 
for  Torrance  Memorial  Medical 
Center  in  Torrance,  Calif.  As  a  25- 
year  veteran  of  selling  prescription 
drugs  for  SmithKline  Beecham,  she 
knows  her  beneficiary  well.  "The 
hospital  has  been  good  to  me.  The 
doctors  buy  SmithKline  drugs,  and  I 
will  probably  end  up  as  a  patient 
there  someday,"  she  says. 

An  MIT  graduate  student  (who 
wants  to  be  anonymous)  gives  10%  to 
20%  of  his  monthly  take-home 
income  of  $1,500  to  charities,  includ- 
ing a  food  pantry  where  a  friend 
works.  "I  give,"  he  says  "because  it 
makes  me  feel  very  rich." 

The  Matthew  effect.  Both  Olney 
and  the  grad  student  illustrate  this 


very  personal  nature  of  giving.  The  the  same  as  giving  it  to  a  minister,  a 

welfare  state  essentially  ruptures  the  hospital  or  an  educational  institution 

Matthew  effect.  Giving  money  to  a  you  know  and  trust, 

bunch  of  not  particularly  trustwor-  When  Ronald  Reagan  proposed 

thy  politicians  and  bureaucrats  is  not  his  sharp  cuts  in  marginal  tax  rates  in 


Rabbi  Roy 
Rosenbaum 

Quiet  giving  is  best, 
but  advertised 
charity  is  better 
than  none.  "Nobody 
thinks  it's  inappro- 
priate if  there 
should  be  a  little 
item  in  the  paper 
that  says  Roy 
Rosenbaum  gave  a 
million  dollars  to 
help  the  poor." 
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A  GROWING  CORPORATION  SAW  AN  OPPORTUNITY  FOR  EXPANSION  INTO  A  WHOLE  NEW  MARKET.  THEY  HAD  THE  PRODUCT, 

THE  MARKETING  AND  DISTRIBUTION  IN  PLACE  BUT  STUMBLED  WHEN  THEY  CAME  UPON  THE  LOCAL 

BUSINESS  AND  TAX  REGULATIONS  (iN  A  FOREIGN  LANGUAGE!)  OUR  VAST  GLOBAL 

NETWORK  ALLOWED  US  TO  HELP  THEM  TRANSLATE  THEIR  PRODUCT  INTO  AN  INTERNATIONAL  SUCCESS. 


Call  1-800  ARTHUR  1    0 1997  Arthur  Andersen.  All  Rights  Reserved. 
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The  longer  an  investment  bank  knows  its 
clients,  the  better  it  can  help  them  shape  their 
strategic  goals  and  move  in  the  right  direction. 
It's  an  asset  called  long-term  relationships.  And 
at  Dresdner  Kleinwort  Benson,  it's  one  of  our 
strengths. 

Case  in  point:  Recently,  Fresenius  AG  com- 
bined its  Dialysis  Systems  Division  with  W.  R. 
Grace's  National  Medical  Care  unit-the  second 
largest  German  acquisition  of  a  U.S.  company 
in  history.  The  deal  made  Fresenius  Medical 
Care  the  biggest  dialysis  products  and  services 
company  in  the  world,  with  an  enterprise  value 
of  more  than  $7  billion. 

We  represented  Fresenius,  a  long-term 
client.  But  it  was  our  long-term  relationships  I 
with  both  parties  that  helped  us  to  structure, 
negotiate  and  comanage  the  financing  of  a 
project  that  Institutional  Investor  called  a  "Deal 
of  the  Year." 

At  Dresdner  Kleinwort  Benson,  long-term 
relationships  make  all  the  difference.  For 
Fresenius,  W.  R.  Grace  and  a  host  of  global 
clients,  as  well  as  for  tens  of  thousands  of  mid- 
sized European  companies. 

It  all  adds  up.  To  a  unique  ability  to  help 
you  get  your  bearings...and,  ultimately,  get  you 
where  you  want  to  go. 

What  innovative  global  thinking  can  we  bring  to 
your  business?  Call  David  Kubie  at  212  429-2240. 


^   Dresdner  Kleinwort  Benson 
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Sharon  Darling 

For  three  decades, 
Darling  has  worked 
60  hours  a  week 
to  promote  adult 
literacy.  She  used 
to  volunteer  at  the 
National  Center  for 
Family  Literacy. 
Now  she  earns 
a  salary,  but  she 
would  still  work 
without  one. 


1981,  the  opposition  argued  tiiat  tax 
cuts  would  make  the  rich  less  gener- 
ous and  would  thus  hurt  charities. 
They  reasoned  that  lower  tax  rates 
would  make  charity  more  costly  to 
the  rich  because  the  price  of  giving 
goes  up.  They  were  dead  wrong. 
Though  the  top  federal  income  rate 


was  cut  from  70%  to  28%  during  the 
1980s,  there  was  no  drop  in  giving. 
The  critics  were  wrong  because 
they  simply  misunderstood  human 
nature.  Whereas  government  pro- 
grams are  crafted  to  suit  the  profes- 
sionals who  administer  them,  charity 
comes  from  the  heart.  One  is  a  trans- 


Thomas  Murphy 

His  foundation  gives 
to  a  project  that  aims 
to  reduce  recidivism 
among  ex-cons.  You 
want  a  grant  for  your 
organization?  Deliver 
a  lot  of  results  with 
a  little  money: 
"Waste  is  something 
I  amreluctant 
to  tolerate." 


action,  the  other  is  a  gift. 

No  gift  was  ever  more  truly  from 
the  heart  than  Andrew  Carnegie's. 
Carnegie  never  forgot  the  "precious 
generosity"  of  one  Colonel  Ander- 
son, who  opened  his  library  of  400 
books  to  working  kids  in  Pittsburgh 
like  Carnegie  and  his  brother. 
Carnegie  promised  himself  that  if  he 
ever  got  rich  he  would  establish  free 
libraries. 

He  did.  More  than  2,800  libraries 
benefited  from  Carnegie's  gifts.  At  a 
time  when  books  were  scarce  and 
expensive,  and  literacy  was  by  no 
means  universal,  this  proved  a  price- 
less gift  to  generations  of  x\mericans 
and  pays  dividends  to  this  day. 

Carnegie,  of  course,  put  his  name 
on  many  of  his  gifts,  a  practice  that 
Rabbi  Rosenbaum  does  not  disap- 
prove of.  "The  best  way  of  giving  is 
when  the  donor  is  anonymous,"  says 
Rosenbaum.  "But  most  philandirop- 
ic  organizations  recognize  that 
people  like  to  have  a  certain  amount 
of  psychic  gratification.  If  I  give  a 
million  dollars  to  some  worthy  cause, 
nobody  thinks  it's  inappropriate  if 
there  should  be  a  little  item  in  the 
paper  that  says  Roy  Rosenbaum  gave 
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It  Takes  A  Careful  Balancing  Act  To 
Ride  The  Market's  Ups  And  Downs. 


When  the  market  starts  to  seesaw,  a  balanced  portfoho 
can  really  help  you  keep  your  equilibrium. 

One  thing  you  can  do  is  to  learn  how  to  buy  an  appropriate  mix  of  stock  and  bond 
funds.  It's  called  asset  allocation. ..and  Defined  Asset  Funds'^'  can  make  it  easier. 

We  offer  a  full  array  of  bond  portfolios  that  can  help  add  stability  to  your  investments 
when  the  stock  market's  taking  you  for  a  ride.  We  also  offer  a  family  of  stock  portfolios 
that  can  give  you  the  growth  potential  you  want  when  bond  jnelds  are  low. 

The  best  thing  about  Defined  Asset  Funds  is  that  they're  defined.  Stocks  and  bonds 
in  our  Portfolios  are  professionally  selected  in  advance,  and  change  very  little  over  time. 
That  means  you  know  what  you're  investing  in— and  that  can  be  important  to  your 
comfort  level. 

Know  what  you're  investing  in.. .and  choose  your  investments  wisely  No  matter  how 
the  market's  inclined,  it  can  really  help. 

Call  today  for  our  free  guide,  Balance  Defined:  Insights  into  buying  and 
holding  for  long-term  results,  and  learn  how  you  can  add  more  balance  to  your 
portfolio.  A  financial  professional  at  a  firm  listed  below  can  help  you  choose  an 
appropriate  mix  of  stock  and  bond  funds  for  your  investment  plan.  That  should  give 
you  more  time  for  the  rest  of  life's  balancing  acts. 

For  your  free  copy  of  Balance  Defined, 
Call  1-800-562-2926,  ext.  446 


Buy  With  Knowledge. 


UFefine 


d  Asset  Funds' 


Hold  With  Confide.nce. 


Family  of  funds  offered  by 

Merrill  Lynch  •  Smith  Barney  •  PaineWebber 
Prudential  Securities  •  Dean  Witter 


You  may  have  a  gain  or  loss  when  you  redeem  your  investment.  Keep  in  mind,  there  are  tax 

considerations  with  any  investment.  A  free  prospectus  containing  more  complete  information 

on  any  Defined  Asset  Fund,  including  all  sales  charges  and  expenses,  is  available  from  any 

of  the  sponsors  listed  above.  Please  read  the  prospectus  carefully  before  you  invest. 

©1 997  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 
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a  million  dollars  to  help  the  poor." 

As  a  Mormon,  Clayton  Chris- 
tcnsen  tithes  his  required  10%  to  his 
church,  which,  he  says,  "I  do  happi- 
ly." But  he  also  gives  to  other  chari- 
ties. Christensen,  who  teaches  at 
Harvard  Business  School,  spent  time 
in  the  1970s  working  as  a  missionary 
in  South  Korea  back  when  it  was  a 
desperately  poor  country.  "I  realized 
how  blessed  we  Americans  are.  So  I 
feel  grateful  to  be  here  and,  as  a  con- 
sequence, to  somehow  use  what 
God  has  given  us,  to  help  other 
people,"  he  says. 

Paul  Schervish,  a  Boston  College 
sociologist  who  has  made  a  study  of 
charit)',  points  out,  however,  that  not 
all  people  are  equally  charitable.  He 
found  that  at  all 
levels   of  income, 
there   are   a  small 
fraction  of  house- 
holds   that    make 
very  large  contribu- 
tions   relative    to 
their  income   and 
w^ealth.        "About 
10%        of       each 
group,"  says  Scher- 
vish,   "give    more 
than  5%  of  adjusted     ReligJOUS 

gross  mcome."        causes  receu| 

rew  people  go  as 
far        as        Hugh 
Maclellan     Jr.     of 
Chattanooga, 
Tenn.,     a    retired 
businessperson.  He     EdUCatiOD  JS  I 
and       his       wife,       ,•    .       ■ 
Nancy,  started  giv-     UlStant  SeCOIli 
ing   away   70%    of    ■■■■i 
their    income     18 
years  ago,  when  Maclellan  was  39 
years  old.  Ten  percent  goes  to  his 
church.  Lookout  Mountain  Presby- 
terian;  15%  goes  to   "encourage- 
ment/mercy gifts" — to  people  who 
need  "a  Uttle  bit  of  help";  and  45% 
goes    to    big    projects    like    local 
schools.  "It  is  God's  asset,  and  I  am 
responsible  to  be  an  effective  stew- 
ard of  it,"  says  Maclellan.  "That's 
where  the  real  joy  comes  in." 

A  poor  person  or  a  struggling 
family  obviously  couldn't  afford  to 
be  as  generous  as  the  Maclellans. 
Contrary  to  the  conventional 
wisdom — that  the  poor  give  a  higher 
share     to    charity    than    do     the 
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rs,  when  the  world's  population  reaches  ten 
billion,  the  question  won't  be 
"Where  will  they  sit?"  but  rather 
"     IWhat  will  they  eat?'  ^ 
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See  the  world  change  minute  by  minute  at:  www.admworld.com 


Clayton  Christensen 

A  Mormon,  Christensen 
tithes  to  his  church. 
He  also  gives  to  other 
causes.  His  experience  as 
a  missionary  in  Korea  taught 
him  this:  "I  realized  how 
blessed  we  Americans  are." 


wealthy — the  higher  a  person's 
income  and  the  phimper  a  person's 
assets,  the  more  he  or  she  gives. 

Professor  Schervish  found  that 
when  both  contributing  and  non- 
contributing  households  were  taken 
into  account,  those  with  incomes  of 
up  to  $100,000  give  approximately 
1.8%  to  2%  of  gross  adjusted 
income;  that  percentage  then  rises  to 
3.5%  as  incomes  increase  above 
$100,000,  and  reaches  4.9%  of  in- 
comes over  $1  million. 

Ditto  for  wealth.  Households  in 
the  lowest  net  worth  category 
(below  $5,000)  give  an  average 
%77 — 0.6%  of  their  income.  House- 
holds with  a  net  worth  of  $50  mil- 
lion or  more  give  an  average  of 
almost  18%  of  net  income,  or 
$240,000  a  year. 

The  rate  of  participation  for  giving 


also  increases  from  48%  for  house-  out  mentioning  the  Ted  Turner- 
holds  with  incomes  under  $7,000  to  Warren  Buffett  controversy.  The 
nearly  100%  for  those  with  incomes  Mouth  of  the  South  proclaims  his 
over  $125,000.  own  generosity  while  decrying  Buf- 
This,  of  course,  is  as  it  should  be:  fett's  refusal  to  give  away  a  signifi- 
Those  who  can  afford  to  give  should  cant  portion  of  his  fortune, 
give.  Are  the  rich  getting  richer  In  fact,  Buffett  is  planning  to  give 
faster  than  the  poor  are  getting  almost  all  of  it  away  after  his  death, 
richer.^  Perhaps  so,  but  they  are  also  and  Turner's  gifts  to  date  are  more 


becoming  more  generous. 
In  1988,  according  to 
Paul  Schervish,  the  3.5% 
of  households  with  the 
highest  incomes  con- 
tributed about  35%  of  all 
charitable  dollars;  six 
years  later  that  group 
accounted  for  48%  of 
individual  donations. 

The  15 -year  stock 
market  boom  has  created 
vast  new  fortunes.  This 
enhanced  affluence  seems 
to  make  the  rich  more 
generous  than  ever.  In 
1988  the  0.08%  top 
earners  gave  10%  of  all 
charitable  dollars;  in 
1994  those  households 
shelled  out  25%  of  all 
charitable  dollars. 

No  discussion  of  giving 
would  be  complete  with- 


The  most 
potent  force 
in  charity  is 
an  intimate 
association 
between  giver 
and  recipient. 


hot  air  than  money.  But 
the  debate  is  valid:  Should 
the  wealthy  give  it  away 
now  or  should  thev  wait 
until  they  die.^ 

Of  course  Warren  Buf- 
fett can  do  whatever  he 
wants  with  his  money,  but 
we  think  he  is  making  a 
mistake. 

Consider  what's  hap- 
pened to  three  of  the  best 
known  and  richest  foun- 
dations— Ford,  Carnegie 
and  Rockefeller.  Their 
founders  were  exemplars 
of  laissez-faire  capitalism. 
They  all  had  strong  ideas 
about  how  the  world 
worked,  what  virtue  was 
and  how  it  should  be 
rewarded. 

Today,  however,  the  lib- 
eral pooh-bahs  who  run 
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Your  time  is  as  valuable  as  your  money.  That's  why  OLDE  offers  professional  investment  advice  with  commission 

savings.  Most  discount  brokerage  firms  don't  provide  advice:  OLDE  does.  And  unlike  full-service/full-cost 

brokerage  firms,  OLDE  also  offers  significant  cost  savings.  This  rare  combination  of  advice  with  discount 

|fc^.  commissions  gives  OLDE  the  unique  ability  to  help  you  save  time  and  money  -  a  combination  no  other 

^^^      major  national  brokerage  firm  provides. 


With  OLDE,  your  investment  needs  can  be  met  with  one  brokerage  firm.  You'll  receive  more  than 
advice  or  commission  savings  alone;  you'll  receive  both.  Whether  you  are  looking  to  save  for  a  new 
home,  start  a  business,  invest  for  your  children's  education  or  secure  your  retirement,  OLDE  can 
help  with  an  extensive  selection  of  investment  choices  and  innovative  services  that  include: 
•  Stocks,  bonds,  mutual  funds 

•  Money  market  funds 
I  »•  •  Investment  research 

No  annual  fee  IRAs 

•  Small  business  retirement  plans 

•  Tax-free  and  government  securities 
•  Account  protection  up  to  $25  million 

•  Ask  about  SmartTrade®  commissionless 


^ 


trading  (min.  $500,000) 

•  Free  account  transfer  service 
•  Offices  nationwide 


Advice 

One  Brokerage  Firm 

One  Call 
1-800-USA-OLDE 

wiviv.OLDE.com 

I  Or  Check  Vie  Yellow  Pages 

For  Vie  Office  Nearest  You 

^OLDE 

America's  Full  Service  Discount  Broker 

Member  NYSE  &  SIPC 


Introducing  a  brand  new  chemicay 


Additives 

Every  day  we  transform  products  and 

Consumer  Care 

substances  into  thousands  of  applications 
worldwide.  Now  we've  transformed 

Performance 

ourselves  into  an  exciting  new  breed  of 

Polymers 

company.  Like  every  natural  evolution  it 

Pigments 

has  happened  with  good  reason. 

Textile  Dyes 

• 

Ciba  Specialty  Chemicals 

Ciba  Specialty  Chemicals  has  developed 
to  anticipate  and  meet  customers'  changing 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  1 1 7  global 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible, 


a 


. 


ymbol. 


agile  and  quick  to  react.  By  specializing 
in  five  key  areas  of  expertise,  we  will 
constantly  deliver  the  brightest  solutions 
to  every  fresh  challenge.  We're  investing 
more  and  more  in  research  and 
development  so  expect  to  see  ever  greater 


heights  of  innovation  wherever  you 
see  the  sign  of  the  butterfly.  For  more 
information  on  the  company  that's 
transforming  the  specialty  chemicals 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 


Ciba 
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Value  beyond  chemistry 


their  foundations  waste  much  of  the 
income  on  left-wing  causes  that 
would  appall  the  original  donors. 

According  to  Heather  Mac 
Donald  of  the  Manhattan  Institute, 
the  Carnegie  Foundation  pumped 


nearly  $20  milhon  into  various  left- 
wing  advocacy  groups  during  the 
1970s.  What,  one  wonders,  would 
Andrew  Carnegie  make  of  his  foun- 
dation's long  history  of  generous 
gifts  to  Hillary  Clinton's  meddle- 


some Children's  Defense  Fund? 

That's  what  happens  to  founda- 
tions set  in  perpetuity.  They  are 
eventually  subverted  by  the  profes- 
sional philanthropy  class  that  exer- 
cises  control.    Leslie   Lenkowsky, 


A  how-to-give  pnmer 


\ 


Jean  Fairfax  and  her  sister, 
Betty,  have  given  $500,000 
over  the  past  decade  to 
endow  funds,  primarily  to 
benefit  other  Airican-Amer- 
icans.  But  it  took  them  a 
while  to  get  accustomed  to 
the  idea  of  tliinking  of 
themselves  as  philan- 
thropists. "We  thought 
philanthropists  were  white 
people  with  inherited 
wealth  or  who  made  big 
deals  in  their  investments  or 
in  their  industrial  work,  like 
the  Carnegies  and  the 
Rockefellers." 

Today,  making  substan- 
tial gifts  is  within  reach  of 
many  middle-class  families. 
Maybe  you  have  appreciat- 
ed stock,  an  unused  vaca- 
tion house  or  a  big  bonus 
coming  that  you  don't 
really  need.  You've  been 
toying  with  contributing  to 
the  local  animal  shelter  or 
soup  kitchen.  What  are  the 
best  ways  to  proceed.'' 

Foundation-like  vehi- 
cles. Sometimes  called 
donor- advised  flinds,  these 
function  like  smaller-scale 
foundations.  Donor- advised 
funds  have  been  around  for 
a  long  time.  Fidelity  Invest- 
ments ran  with  the  idea  five 
years  ago,  and  recently  a 
handful  of  other  financial 
services  companies  started 
offering  them,  too. 

Fidelity  says  its  Charitable 
Gift  Fund  is  a  big  success 
and  has  garnered  $920  mil- 
lion from  nearly  10,000 
accounts. 

With  the  Charitable  Gift 
Fund,  donors  send  a  check 


or  transfer  securities  to  the 
fiind,  which  allows  the 
donor  a  choice  of  four 
mutual  fimd  pools  for 
investment.  The  donor  can 
ask  Fidelity  to  write  checks 
against  the  Charitable  Gift 
Fund  in  amounts  of  $250 
or  more  to  any  registered 
charity. 

Here's  the  advantage: 
The  donor  gets  to  take  a 
deduction  against  taxable 
income  for  the  full  amount 
given  to  the  foundation,  but 
has  the  option  of  making 
charitable  distributions  at 
her  convenience.  While  you 
make  up  your  mind  when  to 
give  and  to  whom,  the 
foundation  earns  income 
and  has  capital  gains  poten- 
tial that  could  further 
enhance  your  abiUt)'  to  give. 

You  can  start  a  Fidelity 
Charitable  Gift  Fund 
account  with  as  little  as 
$10,000.  Jacksonville,  Fla.- 
based  Barnett  Banks  and 
Boston-based  pnc  Bank, 
New  England  also  require 
$10,000  for  dieir  donor- 
advised  ftinds. 

These  foundation-like 
funds  are  useftiJ  not  only 
for  small  donors  but  also 
for  big  donors  v  ho  don't 
want  to  hassle  witli  the  red 
tape,  expense  aj\d  tax  bills 
of  a  private  foundation. 
Last  year  one  inc'      iv 
opened  a  FideHt)     1 
ble  Gift  Fund  acco  h 

more  than  $30  mil)    :>,. 

Charitable  rema. 
trusts.  Charles  B.  Gv 
man,  executive  directc       f 
planned  giving  and  enc     v- 


ments  at  UJA  Federation  of 
New  York,  calls  this  the 
"workhorse  of  planned 
giving."  A  donor  gives 
assets — cash,  securities,  real 
estate — to  a  trust. 

Unlike  a  foundation,  a 
charitable  remainder  trust 
provides  income  for  the 
donor  during  his  lifetime. 
As  a  result,  the  donor  does 
not  get  to  deduct  the  flill 
gift  from  his  taxable 
income,  but  only  a  portion, 
discounted  for  his  expected 
life  span.  However,  it  does 
have  this  tax  advantage:  It's 
a  way  of  turning  highly 
appreciated  but  non- 
income-producing  assets — a 
growth  stock,  for  exam- 
ple— into  a  diversified 
source  of  income  \vithout 
having  to  sell  them  and  pay 
a  huge  capital  gains  tax. 

Charitable  remainder 
trusts  generally  run  until 
the  beneficiaries  die;  the 
principal  then  goes  to  the 
designated  charity. 

Some  charitable  institu- 
tions will  set  up  remainder 
trusts  for  as  little  as 
$10,000.  Many  educational 
institutions  are  pushing 
these  trusts  to  older  alumni. 

Pooled  income  fimds. 
These  are  run  by  big  chari- 
ties or  financial  services 
companies.  They  work  basi- 
cally the  same  way  as  chari- 
table remainder  trusts:  You 
get  income,  and  the  charity 
gets  die  principal  after  you 
die.  At  Princeton,  for  exam- 
ple, you  have  to  give 
$50,000  to  set  up  a  charita- 
ble remainder  trust  with 


1/ 


Betty  and  Jean 
Fairfax 

The  sisters  from 
Phoenix  used 
to  think  of 
philanthropists 
as  white  people 
with  inherited 
wealth.  Then 
they  gave 
$500,000 
to  endow  several 
charitable  funds, 
primarily  benefit- 
ing minorities. 


cash  or  publicly 
traded  stock,  but 
you  can  join  a 
pooled  income 
fimd  for  $25,000. 

Endowment        |^|| 
funds.  Donors  set 
up  a  fund  from 
which  income  is 
distributed  each 
year  to  the  desig- 
nated charity.  The 
donor  gets  no 
income,  but  has 
the  satisfaction  of 
knowing  that  each 
year  the  charity  is 
getting  a  gjft  in 
her  name.  The 
full  amount  of  the  gift  is 
deductible  from  taxable 
income  at  the  time  the 
fund  is  set  up.  Minimums 
vary,  depending  on  the 
charity. 
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who  teaches  about  philanthropy  and  hard  to  control  things  from  six  feet 

public  policy  at  Indiana  University  under." 

in  Indianapolis,  says,  "People  crave  The  moral  here  is  pretty  simple: 

immortality,  but  it's  a  surefire  recipe  You  can't  take  it  with  you,  or  really 

for  being  remembered  for  some-  control  what  happens  to  it  after  you 

thing  you  despise,"  he  says.  "It's  die.   So  we  kind  of  like  Michael 


Bloomberg's  dictum:  "Assuming 
your  money  makes  a  difference — it'll 
help  cure  cancer  or  educate  kids  or 
bring  music  to  people — why  make 
another  generation  go  without  these 
benefits?"  ^ 


Charitable  lead  trusts. 

This  is  basically  the  reverse 
of  a  remainder  trust.  The 
trust's  income  goes  to  char- 
ity, and  at  the  end  of  the 
term  of  the  trust  the  princi- 


pal reverts  to  the  donor  or 
her  heirs.  The  gift  the  chari- 
ty' receives  effectively  offsets 
a  portion  of  the  taxes  that 
the  donor  or  die  estate 
would  otherwise  pay.  This 


is  one  arrangement  with  an 
upside  for  children.  The 
drawback?  Heirs  need  to 
wait  for  the  money  until  the 
trust  ends.  Because  a  lead 
trust  generally  provides  no 
income  tax  deduction,  it 
usually  makes  sense  only  for 
wealthy  donors  who  want 
to  pass  appreciating  proper- 
ty on  to  their  heirs.  Har- 
vard, for  example,  recom- 
mends them  only  for  those 
giving  $500,000  or  more. 

Private  foundations. 
This  is  a  gift  created 
specifically  to  benefit  char- 
ities. If  you  have  less  than 
$5  million  to  give  away,  a 
donor-advised  ftmd  is 
probably  a  more  efficient 
way  to  go.  In  the  begin- 
ning, private  foundations 
provide  personal  control. 
You  alone  decide  what  to 
support  and  who  to  name 
to  your  board  of  directors. 
But  after  you  die,  who 
knows  what  the  trustees 
will  do  with  your  money? 
Subsidize  "performance 
artists"  who  come  out  on 
stage  clad  only  in  a  smear- 
ing of  chocolate? 

Plus,  be  prepared  to  deal 
with  IRS  regulations  on  tax 
deductions,  administrative 
costs  that  can  add  up  and 
lots  of  paperwork. 

Cash.  If  you  simply  want 
to  write  a  check,  don't 
forget  to  ask  whether  your 
employer  matches  gifts. 
Lai-ger  companies  often  do. 
Hang  on  to  your  acknowl- 
edgment: It  allows  you  to 
write  off  up  to  50%  of  your 
adjusted  gross  income.  One 
option  to  consider:  Many 
charities  now  accept  gifts 
charged  to  credit  cards.  If 


this  is  the  best  way  for  you 
to  give,  consider  using  a 
card  tied  to  frequent-flier 
miles.  The  chant)'  gets  a 
nice  contribution.  You  get  a 
trip  to  Bermuda. 

Bequests.  When  consid- 
ering a  bequest,  consider 
tapping  your  IRA  or  401  (k), 
which  would  otiierwise  be 
hit  by  both  income  and 
estate  taxes;  if  your  heirs  are 
in  a  high  tax  bracket,  the 
tax  collector  may  well  end 
up  with  80%  of  the  balance 
left  when  you  die.  Better 
leave  these  to  charity  and 
give  your  heirs  non- 
retirement  funds. 

Appreciated  property. 
To  qualif)'  for  a  full  charita- 
ble deduction,  a  gift  of  per- 
sonal property'  must  reason- 
ably relate  to  the  charit\''s 
work.  Donation  of  an 
antique  \dolin  to  a  soup 
kitchen  would  not  qualify' 
for  the  full  deduction,  but 
the  same  gift  to  tiie  New 
York  Pliilharmonic  would. 

Caveat:  If  you  are  giving 
securities  or  real  estate,  you 
can  take  tieductions  equal 
to  no  more  than  30%  of 
your  adjusted  gross 
income.  But  if  vou  are 
giving  cash,  the  deduction 
can  rise  to  50%.  In  either 
case  deductions  for  contri- 
butions in  excess  of  these 
limitations  may  be  carried 
forward  for  an  additional 
five  years. 

Many  big  charities  have 
depai-tments  to  help  you 
plan  gifts.  They  can  deal 
uitii  special  issues  like  pai-t- 
nership  interests,  mineral 
and  timber  rights  or  uiuqvie 
collectibles. 

-S.L.  and  C.F.  Hi 
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U.S.  airlines  liave  come  back  big.  United  is  making  more  money 
than  any  of  its  competitors.  Credit  goes  to  a  car  guy. 

Teaching  an  aiirline  to  fly 


By  Bruce  Upbin 

Ask  UAL  Corp.  Chaibjuan  Gerald 
Greenwald  about  his  basic  strategy 
for  running  United  Airlines  and  he 
raises  his  bushy  salt-and-pepper  eye- 
brows and  delivers  a  two-word 
phrase:  "High  margins." 

For  the  first  time  in  years  the  U.S 
airline  industry  is  in  terrific  shape. 
Traffic  growth  is  strong.  Capacity 
growth  is  in  check.  Next  year  is 
expected  to  be  a  fourth  consecutive 
year  of  profits  (see  table,  p.  92). 


But  Greenwald  knows  that  this  is 
still  a  cyclical  industry.  The  real  test  of 
an  airline's  strength  is  not  how  well  it 
does  in  boom  times  but  how  well  it 
does  over  a  cycle.  Greenwald,  62, 
knows  all  about  cycles.  He  spent  33 
years  in  the  auto  industry,  where  he 
rose  to  vice  chairman  at  Chrysler, 
helping  Lee  lacocca  turn  that  com- 
pany around.  The  key  to  long-term 
success  in  any  cyclical  industry  is 
superior  profit  margins.  Margins  high 


enough  to  build  muscle  in  good 
times,  and  maintain  at  least  some 
profitability  in  bad  times. 

Just  4%  in  1994,  United's  operat- 
ing margins  have  increased  to  an  esti- 
mated 13%  this  year,  the  best  among 
the  U.S.  majors,  according  to 
Salomon  Brothers  analyst  Julius  Mal- 
dutis.  Bitter  rival  American  will  do 
10%.  And  in  net  margins  United  is 
tied  for  number  one  with  supereffi- 
cient  Southwest. 
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UAL  Corp.  President 
John  Edwardson 
and  Chairman 
Gerald  Greenwald 
It  took  two 
outsiders 
to  turn  this 
airline  around: 
Greenwald  spent 
33  years  In  the 
car  business; 
Edwardson's  last 
job  was  chief 
financial  officer 
at  Ameritoch. 
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aste  the  best  of  both  worlds. 

To  send  a  gift  of  Benedictine  or  B^B  Liqueur  call 
1  800  BE  THERE  .  l  800  2S8  4373) 
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Take  advantage  of 
the  new  IRA  laws 


Report 


Special  ftepoil:  The  N*'w  Tax  l^gislalion 


The  T.  Rowe  Price  IRA  Analyzer"" 
software  and  Price  Repoii  help 

you  assess  which  type  of  IRA  could 
maximize  your  after-tax  retirement 
income,  the  amount  you  can 
contribute  to  each  type  of  IRA,  and 
whether  you  should  convert  your 
existing  IRA  to  the  Roth  IRA. 

The  Price  Jfeporf— Clear.  Concise. 
Complimentary.  This  valuable 

newsletter  can  be  requested  free  of 
charge  and  includes  worksheets 
so  you  can  calculate  which  IRA 
may  provide  the  most  after-tax 
retirement  income. 

Our  IRA  Analyzer  can  do  it  all  on 
your  PC — making  your  analysis  more 
accurate  and  rapid.  The  software 
includes  advanced  features,  such  as 
incorporatmg  the  impact  of  required 
distributions  at  age  70  72  and  allowing 
for  full  or  partial  conversions  to  the 
Roth  IRA. 

Update  your  retirement  savings 

strategy  today.  To  order  your 
IRA  Analyzer  for  only  $9.95,  or  to 
request  your  free  Price  Report, 
call  T.  Rowe  Price  at: 

1-800-333-8073 

www.  troweprice.  com 

Software  available  on  both  CD  and  diskette. 
Available  for  PCs  only. 


Invest  With  Confidence 

T.RoweR'ice 


To  run  the  T.  Rowe  Price  IRA  Anahver,  you  need  an  IBM" -compatible  PC  runninj;  \X  indows®  3.1  or  above.  A  486 
processor  or  greater  is  recommended.  You  also  need  4  MB  free  space  and  8  MB  of  RAM.  A  VGA  monitor  with  256-coior 
or  better  video  card  is  required. 

T.  Rowe  Price  is  a  registered  trademark  of  T.  Rowe  Price  Associates,  Inc.,  and  all  other  trademarks  are  property  of  their 
respective  owners.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  ira()38«83 


In  keeping  overall  profitability 
high,  it  helps  to  have  a  balanced  sys- 
tem, where  seasonal  or  cyclical 
strength  in  one  area  can  compensate 
for  weakness  in  another.  For  overall 
balance  no  other  U.S.  airline  match- 
es United's  global  route  network. 
More  than  a  third  of  its  $17.3  billion 
in  expected  1997  revenue  and  $2.2 
billion  in  operating  income  come 
from  overseas,  with  strong  Atlantic 
and  Pacific  routes.  If  one  region  is 
hurting,  there's  at  least  a  chance  that 
another  will  take  up  the  slack. 

The  weakness  in  Asian  economies 
will  have  some  currency  and  traffic 
effect  on  United,  which  as  recendy  as 
1994  got  60%  of  its  operating  income 
from  the  Pacific.  Today  that  number 
is  down  to  20%,  as  United's  Atlantic 
routes  have  gone  from  spouting  red 
ink  to  profitability.  Its  domestic  oper- 
ating earnings  had  almost  tripled  to 
$738  million  in  1996. 

United's  reach  is  getting  broader 
with  the  recent  launch  of  the  Star 
Alliance,  a  partnership  with  Luft- 
hansa, SAS,  Air  Canada,  Thai  Airways 
and  Brazil's  Varig.  The  partnership 
involves  sharing  terminal  facilities  at 
some  airports  and  feeding  passengers 
to  one  another. 

While  American  and  British  Air- 
ways pull  their  hair  trying  to  convince 
regulators  that  their  intended  alliance 
won't  diminish  competition  on  trans- 
atlantic flights,  the  Star  partners 
already  have  antitrust  approval  and 
are  moving  ahead  with  engines  at  fliU 
throttle.  United  and  Lufthansa  are 
showing  transatlantic  traffic  increases 
of  20%  to  30%,  more  than  double  the 
rest  of  the  European  airlines.  Ameri- 
can's transatlantic  traffic  decHned 
0.4%  so  far  this  year. 

United's  domestic  route  network  is 
getting  stronger,  too.  Its  hubs,  the  air- 
ports where  it  collects  and  reroutes 
passengers,  dominate  four  of  the  six 
busiest  U.S.  airports:  Chicago,  Den- 
ver, Los  Angeles  and  San  Francisco. 

At  Chicago's  O'Hare,  for  example, 
United  flights  constitute  42%  of  the 
available  capacity;  American  is 
number  two  with  36%.  That  six-point 
lead  over  American  translates  into  a 
17  percentage-point  advantage  in 
revenue  share. 

In  California,  United  has  stopped 
the  growth  of  Southwest  Arlines  in 

Forbes  ■  December  15,  1997 


Safe.  Reliable. 

Outstanding  Pereormance. 

No,  It's  Not  A  Volvo. 
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ather  than  bore  you  with 
statistics  like  zero  to  60  in  5.2  seconds 
or  the  abihty  to  stop  on  a  dime,  let's  talk 
about  some  really  impressive  numbers. 
Like  helping  28  million  families  afford 
homes  and  posting  an  outstanding 
record  of  financial  performance. 

At  Fannie  AAae,  we  have  achieved 
a  decade  of  steady  earnings  growth 
in  a  wide  variety  of  interest  rate 
environments.  And  our  debt  securities 
offer  innovation  coupled  with  returns 
on  callable  debl  that  historically 
have  outperformed  Treasuries  ol 
similar  duration. 

We're"  also  the  largest  issuer  of 
mortgage-backed  securities.  Their 
consistency  and  liquidity  are  unrivaled 
throughout  the  industry. 

Gill  us  at  1-800-368-7092  for  a  copy 
ol  our  .1996  annual  report.  Or  visit  our 
Web  site  at  www.fanniemae.com  tor 
more  information.  Unless,  ol  course, 
you'd  rather  read  up  on  tnpgs  and  rpms. 
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CREATE  ALL  YOU  WANT. 


YOU'VE  COT  THE  CAPACITY. 


1 

©  1997  Iomega  Corporation  Iomega  and  the  Iomega  logo  are  registered  trademarks,  and  Zip.  Zip  Built-in.  Zip  Built-in  logo,  ZipPlus.  "The  Capacity  To  Do  More."  and  "Because  Its  Your  Stuff"  are  trademarks  of  Iomega  Corpo 


You  need  big  cargo  space  on  your  computer  these  days.  Certainly  more  than  hard  drives  or 
little  floppies  can  offer.  Today's  multimedia  software  just  fills  them  up  too  fast.  But  a  Zip 
Built-in-  drive  gives  you  unlimited  space.  And  the  100MB  Zip  disks  can  handle  whatever  big 
nasty  file  you  throw  at  it.  So  if  you're  computer  shopping,  look  for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capacity  to  create  more,  share  more,  save  more,  do  more,  www.1omega.com 


ZIP   DRIVE.    THE   CAPACITY   TO   DO   MORE: 
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Introdudng  Zip  Built-in. 

A  Zip™  drive  built  into  your 

notebook  or  desktop  PC  gives 

you  unlimited  capacity  to  store, 

back  up,  and  share  tons  of  stuff. 
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HITACHI 
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With  over  8  million  out 
there.  Zip  is  the  standard. 

Not  only  are  they  built  into 

these  leading  computers,  you'll 

also  find  them  in  homes,  schools, 

businesses,  and  service  bureaus 

across  the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the  new 
ZipPlus'"  drive  that  works  with 
either  SCSI  or  parallel  ports, 
has  an  amazingly  small  power 
supply,  and  comes  with  cool 
multimedia  software. 
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Where's  my  P/E? 


Three  years  ago  Forbes 
saw  the  injection  of  fresh 
management — people  like 
United's  Gerry  Green- 
vvald — into  the  U.S.  air- 
line industry  as  a  big  posi- 
tive. We  got  it  right. 

The  brutal  hub  wars  of 
the  1980s  and  early 
1990s — market  share  at 
any  price — are  over.  Carri- 
ers have  given  up  trying  to 
expand  at  a  loss.  The  U.S. 
is  now  carved  up  into 
regional  franchises  with 
hubs  controlled  by  a  dom- 
inant carrier — United  in 
Chicago,  Delta  in  Adanta, 
American  in  Miami,  Con- 
tinental in  Newark. 

Grounded 


Dominating  a  hub  has 
some  pretty  attractive 
economies.  Offering  more 
flights  and  departures 
increases  the  chance  of  a 
traveler  or  travel  agent 
picking  that  airline.  The 
losers  here  are  the  smaller 
carriers  who  can't  break 
into  a  fortress  hub  and 
generally  lose  their  shirts 
when  they  do. 

These  domestic 
arrangements  are  being 
replicated  globally 
through  marketing  and 
code-sharing  agreements, 
as  in  the  successful  Star 
Alliance.  As  more  passen- 
gers come  through  these 
worldwide  systems,  the 
airhnes'  costs  come  down 
by  sharing. 


Thanks  to  the  long  eco- 
nomic pickup,  demand  has 
been  growing  faster  than 
capacity.  Since  1993 
domestic  capacit)^  has 
grown  2%  annually,  while 
traffic  is  up  4%.  Mean- 
while, in  airlines  as  in  other 
businesses,  technology  is 
helping  to  control  costs. 
Yield-management  soft- 
ware .can  predict  with  scary 
accuracy  how  many  full 
fare  or  discount  seats  to 
make  available.  This  is  bad 
news  for  business  travelers 
who  are  locked  out  of  dis- 
count seats,  but  yield  man- 
agement eliminates  the 
likelihood  of  fare  wars. 

Thus  airline  stocks  have 
been  hot  the  past  three 
years.  Since  early  1995 


UAI.  stock  has  nearly 
quadrupled,  American  has 
more  than  doubled  and 
Continental  is  up  tenfold. 
p/e  ratios,  however, 
remain  relatively  low:  ual 
commands  just  9  times 
1997  earnings  and  Ameri- 
can 1 1 ,  well  below  the 
Dow  Jones  Transportation 
index  p/e  of  15.  Investors 
aren't  persuaded  that  the 
industry  has  changed  its 
profligate  ways.  They  may 
be  wrong.  Salomon 
Brothers  analyst  Julius 
Maldutis  thinks  airline 
stocks  are  worth  between 
1 3  and  1 5  times  earnings. 
He  likes  US  Airways, 
American,  Northwest, 
Southwest,  Continental 
and  United.       -B.U.    ^ 


Ticker 

Airline 

recent 

—  Price 

—12-month— 
high            low 

Earnings  per  share- 
latest  12         1997E 
months 

1998E 

P/E 
1998E 

Sales 
1997E 
($mil) 

Market 
value 
($mil) 

AWA 

America  West 

$14.88 

$16.88 

$12.00 

$1.49            $1.55 

$1.78 

8.4 

$1,863 

$665 

AMR 

American  Airlines 

118.90 

123.50 

78.25 

12,57            10.51 

11.67 

10.2 

18,439 

10,932 

CAI.B 

Continental  Airlines 

43.13 

47.88 

23.75 

5.66             4.90 

5.17 

8.3 

7,177 

2,524 

DAL 

Delta  Air  Lines 

104.13 

109.50 

69.25 

19.78            11.30' 

11.90 

8.8 

13,590' 

7,676 

NWAC 

Northwest  Airlines 

43.50 

49.63 

32.75 

4.77             5.00 

5.63 

7.7 

10,199 

4,266 

LUV 

Southwest  Airlines^ 

23.33 

24.33 

14.17 

1.17             1.27 

1.47 

15.9 

3,792 

5,109 

UAL 

United  Airlines 

85.50 

101.75 

50.25 

8.60             9.76 

9.95 

8.6 

17,328 

5,026 

U 

US  Airways 

48.19 

51.81 

19.25 

6.59             5.68 

6.12 

7.9 

8,476 

3,862 

'Actual.  ^Prices  and  per-share  items  are  adjusted  for  3-for-2  stock  split  effective  Nov.  28. 


Sources:  Market  Guide  and  I8ES  Inc.  via  OneSource  Information  Services:  Salomon  Brottiers. 


Airlines  are  sliowing  steadier  earnings  growtli  than  at  any  time  since  deregulation.  Their  valuations  don't  reflect  it. 


the  short-haul  business.  In  early  1994 
Southwest  had  53%  of  the  intra-Cali- 
fornia  market,  United,  22%.  That  year 
United  started  its  quick-hop  Shuttle 
service,  which  tried  to  beat  Southwest 
at  its  own  game  by  offering  cheap 
fares,  plentiful  flights  and  no-frills  ser- 
vice from  its  main  operations  in  Los 
Angeles  and  San  Francisco. 

The  countermove  worked. 
United's  share  of  the  intra- California 
market  is  up  8  points,  to  30%.  South- 
west has  lost  3  points,  to  50%.  Better 
yet,  the  Shuttle  has  fiinneled  passen- 
gers onto  United's  more  profitable 
long-haul  routes.  Lehman  Brothers 


airline  analyst  Brian  Harris  estimates 
the  Shuttle  generates  about  $321 
million  in  additional  revenue  for 
United's  transcontinental  business 
alone.  This  year  United  added  new 
Shuttle  routes  to  and  from  its 
Denver  hub. 

At  United,  as  throughout  the 
industry,  labor  relations  remains  a 
problem.  Disgrunded  employees  earn 
disgruntled  customers.  The  struggle 
to  improve  efficiency  and  cut  costs  is 
a  constant  irritant  in  labor-manage- 
ment relations. 

Greenwald  saw  plent)'  of  labor 
scrapes  in  the  auto  business,  but  he 


says  things  were  worse  in  the  airline 
industry,  and  particularly  at  United. 
"There  was  so  much  anger  and  dis- 
trust. At  least  with  the  United  Auto 
Workers,  what  you  sa\\'  was  what  you 
got.  Here  they  took  it  to  a  personal 
level,"  says  Greenwald. 

He  thinks  back  to  the  unexpected 
employees'  reaction  to  the  employee 
buyout  he  engineered  in  1994.  Pilots 
boycotted  labor-management  task 
forces  to  improve  operations.  A  dissi- 
dent group  of  mechanics  tried  to  vote 
down  the  buyout  and  reportedly 
threw  punches  at  their  fellow 
mechanics. 
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After  an  unexpectedly  hard  sell, 
Greenwald  sold  the  workers  on 
accepting  $4.8  billion  in  pay  cuts  and 
work-rule  concessions  over  six  years 
in  exchange  for  55%  of  the  company 
and  a  no-layoff  policy.  Saving  jobs 
was  a  radical  break  at  a  time  when 
Wall  Street  was  cheering  companies 
such  as  Delta  for  cutting  15,000  jobs. 

Employee  ownership  has  had  some 
tangible  results.  The  United  employ- 
ee stock  is  locked  up  in  a  voting  trust. 
Workers  can't  sell  their  shares  until 
they  retire  or  leave  so  they  have  a 
continuing  interest  in  keeping  cus- 
tomers happy.  Sick  time  fell  11%  in 
1995,  cutting  $20  million  in  labor 
costs.  By  settling  wage  issues  sooner 
into  the  recovery  than  most  airlines, 
United  was  able  to  move  on  its  fleet 
plan  faster.  It  was  the  first  U.S.  carri- 
er to  fly  the  popular  Boeing  777  and 
expects  to  finish  its  current  $5.5  bil- 
lion round  of  aircraft  purchases  in 
2000,  three  years  ahead  of  the  rest  of 
the  industry. 

So  far  United's  employee  owner- 
ship hasn't  been  an  elixir  for  cus- 
tomer relations.  In  the  past  five  years 
United  has  failed  to  crack  the  top 
four  in  fewest  customer  complaints, 
according  to  the  Transportation 
Department.  In  fact  it  has  dropped 
from  fifth  place  in  1994  to  seventh 
today.  Presumably  it  would  have 
dropped  fiirther  if  the  employee  own- 
ership plan  hadn't  been  adopted. 

In  a  company  survey  of  2,300  cus- 
tomers this  spring,  customers  griped 
about  nearly  everything:  lack  of 
candor  from  gate  personnel  when 
flights  were  delayed;  the  quantity  and 
quality  of  food;  surly  gate  agents. 
Greenwald  concedes  he  has  a  lot  of 
work  still  to  do  here.  In  this  direc- 
tion, he  plans  on  spending  $400  mil- 
lion through  1999  improving  seats 
and  food  on  international  flights. 

Of  course,  if  fares  are  low  enough, 
people  will  put  up  with  just  about  any- 
diing  except  unsafe  planes.  But  Green- 
wald knows  he  can't  nourish  those 
cherished  profit  margins  unless  he 
attracts  more  fi.ill-fare  travelers  like  last- 
minute  businessmen,  who  typically  pay 
1 5  cents  more  per  passenger  mile  than 
vacationers. 

"We  want  to  fly  nose-down," 
explains  United  President  John 
Edwardson,  referring  to  loading  up 


1997  Iomega  Corporation. 
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Iomega  100MB  Zip" disks  give  you  the  capacity  to  archive  more, 
more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 

the  front  seats  with  more  first-class 
and  business-class  travelers. 

How  nose-heavy  is  United.^  Fifty- 
three  percent  of  its  domestic  revenue 
comes  from  passengers  paying  busi- 
ness-type fares.  In  October  the  indus- 
try as  a  whole  earned  37%  of  its  rev- 
enue from  those  types  of  fares.  But 
Greenwald  wants  more.  United  has 
all  but  stopped  advertising  to  the 
leisure  traveler  and  is  now  putting 
most  of  its  $120  million  a  year  ad 
budget  into  luring  more  business 
travelers. 

Greenwald  badly  needs  them  and 
their  much  higher  fares.  Five  percent 
pay  raises  in  July  for  the  pilots  and 
machinists,  and  in  October,  a  richer, 
ten-year  contract  for  the  flight  atten- 
dants— with  more  coming  next 
year — helped  United  smooth  labor 
relations.  And  in  die  case  of  the  flight 
attendants,  this  helped  avoid  the  kind 
of  costly  strike  American  suffered 
from  its  pilots  earlier  this  year. 

As  a  result,  United's  payroll  will 
rise  faster  than  the  industry's  average 
for  at  least  the  next  several  years.  So 


far  this  year  salaries  are  up  6%,  or 
$200  million,  wiping  out  some  of  the 
gains  United  won  when  it  swapped 
stocks  for  union  givebacks. 

Greenwald  hopes  to  compensate  in 
part  by  cutting  the  cost  of  getting 
dckets  into  passengers'  hands.  He  led 
the  industry  in  cutting  agent  com- 
missions from  10%  to  8%,  which 
should  save  about  $75  million.  Delta 
and  American  followed  suit.  United 
is  also  promoting  its  electronic  tick- 
ets, which  saves  the  company  $3  per 
transaction,  or  $60  million  per  year. 
Half  the  45,000  daily  Shutde  passen- 
gers use  an  E-dcket  already. 

Fingers  crossed:  If  the  good  dmes 
hold  up  and  if  Greenwald  can  lure 
more  business  travelers  with  better 
serxice,  United  could  generate  $1  bil- 
lion a  year,  or  $16  a  share,  in  free 
cash  flow  once  all  its  new  planes  have 
been  delivered  in  2000.  In  an  indus- 
try better  known  for  making  news 
than  for  making  money,  this  would 
be  quite  an  accomplishment.  Doubly 
so  if  a  guy  from  outside  the  industry 
can  accomplish  it.  M 
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We've  always  helped  save  trips. 

ow  we  have  the  only  integrated 
system  that  plans,  pays  for 
and  expenses  them  too. 


Introducing  RoundTrip  Services"  @  American  Express. 

The  only  comprehensive  way  to  manage  business  travel  and 
expense  reporting  before,  during  and  after  a  trip. 

But  what  if  your  trip  hits  a  snag?  From  wayward  wallets 
to  shifting  schedules  to  legal  or  medical  referrals,  just  pick  up 
the  phone,  and  a  dedicated  service  representative  will  help  you 
regroup.  Twenty-four  hours  a  day. 

From  the  beginning,  planning  couldn't  be  simpler.  AXI, 
American  Express  Interactive,  newly  developed  in  partnership  with 
Microsoft  Corporation,  allows  on-line  access  to  air,  lodging  and 
rental-car  pricing  and  booking  — all  within  company  policy. 

On  the  road.  Expense  Manager  allows  e-mail  access  to 
Corporate  Card  charges  and  lets  you  create  customized  expense 
reports  in  minutes. 

In  all,  savings  reach  from  negotiated  pricing  right  through 
streamlined  procedures,  reporting  and  compliance.  Call  us  at 
1  800  AXP  1200  to  discover  how  RoundTrip  Services  is  a  better 
way  to  help  your  business  do  more. 


do  more  i^g 


Corporate 
Services 


www.AmericanExpress.com/CorporateServices 
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Learn  to  think  like 
your  customer 


BY  JAMES  CHAMPY 


James  Champy, 
coauthor  of 
Reengineering  the 
Corporation,  is 
chairman  of  consulting 
for  Perot  Systems  Corp. 


There's  an  old,  old  idea  in  business  that  to 
win  you  have  to  beat  your  competitors.  Into 
the  ground,  if  possible.  This  has  produced 
some  extraordinary  rivalries:  Coke  versus 
Pepsi  is  probably  the  most  famous.  In  this 
ongoing  batde,  each  ferociously  fights  for 
bottlers  and  markets. 

Their  competition  has  kept  prices  down  and 
made  both  companies  masters  of  logistics  and 
advertising.  Yet,  despite  all  the  energy  expend- 
ed, this  form  of  corporate  trench  warfare  is 
unlikely  to  produce  any  product  break- 
throughs. It  is  rather  like  World  War  I,  when 
stubbornly  obsolescent  generals  wasted  mil- 
lions of  lives  throwing  infantry  against 
impregnable  in-depth  defenses.  The  little 
ground  won  was  usually  as  quickly  lost. 

This  same  obsession  was  evident  recentiy 
when  Apple  Computer's  Steve  Jobs  put  a  lit- 
eral bull's-eye  on  Michael  Dell's  picture. 
"We're  coming  after  you,  buddy,"  he  said. 

Like  the  European  field  marshals  of  19 14- 
18,  Jobs  is  fighting  today's  war  with  yes- 
terday's tactics. 

The  Steve  Jobs  of  20  years  ago  had  it  right 
when  he  helped  launch  the  Macintosh.  Jobs 
wasn't  aiming  at  the  competition.  He  was 
aiming  at  the  customer.  Apple's  sly  advertising 
persuaded  the  customer  that  it  truly  loved  him 
or  her.  That  isn't  what  Jobs  is  offering  now.  A 
completely  derivative  strategy  of  Dell  Com- 
puter's "build-to-order"  manufacturing 
process  won't  work  for  Apple. 

One  of  my  most  memorable  experiences  with 
the  fiitility  of  "competition"  was  with  the  airline 
industry.  I  vividly  recall  sitting  with  a  host  of 
senior  executives  at  a  major  airline  as  they 
obsessed  over  how  to  match  Delta's  prices. 
Delta  had  begun  a  program  to  significantiy 
lower  its  operating  costs.  I  tried  to  convince  my 
clients  that  their  fixation  to  catch  up  only  meant 
that  they  would  be  breathing  Delta's  exhaust. 

What  they  really  needed  to  do  was  learn 
how  to  deUght  their  customers.  Unfortunate- 
ly, this  executive  team  thought  delighting  cus- 
tomers simply  meant  serving  better  food. 

Although  it's  not  easy,  a  better  way  to 
"beat"  an  opponent  is  to  make  him  pasSe  by 
pleasing  customers  in  new  ways.  To  begin: 
■  Recognize  that  cost,  quality  and  incremental 


innovation  arc  heading  toward  parity  across 
industries. 

■  That  being  so,  you  are  selling  an  experience 
as  much  as  a  product.  Understand  what  cus- 
tomers wish  to  "experience"  in  doing  business 
with  you.  What's  their  take-away  memory?  It 
had  better  be  a  lot  more  than  a  polite  answer 
from  an  operator  at  a  call  center. 

Dealing  with  these  two  points,  that  is, 
making  your  customer's  experience  memo- 
rable, takes  a  meld  of  disciplines — the  business 
equivalent  of  blending  anthropology,  sociology 
and  design  studies.  Using  such  "customer- 
empathic"  techniques,  McDonald's  is  redesign- 
ing its  restaurants.  It  knows  that,  increasingly, 
hamburgers  are  just  hamburgers,  but  cus- 
tomers experience  them  in  different  ways.  To 
some  customers  McDonald's  stores  feel  like 


McDonald's  required  adult 
managers  to  put  themselves 
in  the  shoes  of  small  children. 


senior  centers,  to  others,  teen  hangouts,  to 
others,  places  where  young  families  bring  small 
children.  The  trick  is  to  enhance  the  experience 
for  each  group.  Small  things  matter:  When 
littie  children  couldn't  see  the  "Happy  Meals" 
menus,  their  location  was  changed. 

Wayne  Huizenga,  Blockbuster's  former 
head,  is  in  the  process  of  changing  the  act  of 
buying  a  car  into  a  more  customer- fi"iendly 
experience,  with  no-hassle  treatment,  low 
prices  and  a  wide  selection  of  new  and  used 
vehicles.  GM  has  done  the  same  with  Saturn. 

Both  Huizenga  and  McDonald's  are 
putting  themselves  in  their  customers'  shoes 
and  then  looking  at  their  companies  to  see 
how  they  must  change  to  please  the  customer. 
In  the  McDonald's  example,  this  required 
getting  adult  managers  to  put  themselves  in 
the  shoes  of  littie  children. 

Maybe  you'll  need  partners  to  deliver  what 
customers  want  and  deserve.  And  maybe  these 
partners  will  turn  out  to  be  your  former  "ene- 
mies." Instead  of  looking  for  external  foes — as 
Apple  seems  to  be  doing — it  should  be  figur- 
ing out  how  to  turn  competitors  into  allies,  as 
with  former  "archfiend"  Bill  Gates. 

Gates  is  helping  keep  Apple  afloat,  not  out 
of  the  goodness  of  his  heart,  but  because 
Apple's  and  Microsoft's  interests  coincide  in 
ways  that  please  customers.  The  application 
software  Microsoft  writes  for  faithful  Macin- 
tosh users  represents  Gates'  most-high-margin 
business.  And — by  the  way — it  also  makes 
Apple's  customers  happy.  ^ 
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Seeking  Growth?  You  AAight 
Find  It  By  Seeking  Vailue  First. 


The  power  of 
value  investing 

Most  investors  buy  stocks 
of  popular,  fast  growing 
companies.  But  the  value 
style  uses  different  logic. 
Value  investors  must  use 
complex  analysis  to 
uncover  less  popular  but 
potentially  strong  stocks 
at  bargain  prices. 

Prudential's 
expertise  helps 
you  find  real  value 

Without  access  to  the 
timely  information 
and  resources  that 
professional  money 
managers  use,  you  may 
overlook  some  attractive 
stocks.  With  Prudential, 
you  con  top  decades 
of  value  investing 
experience  to  help  find 
today's  smart  investment 
opportunities. 


An  inside  look  at  Prudential's 
value  approach.  At  Prudential,  we've 
built  a  tradition  of  finding  value  in  companies 
of  all  sizes  in  all  kinds  of  markets — in  the  U.S. 
and  abroad.  We  use  intensive  bottom-up  analysis 
and  carefully  managed  risk  to  identify  and  buy 
undervalued  stocks.  Then  we  take  a  disciplined 
approach  to  selling  as  they  reach  full  value.  It's 
a  proven  approach  that's  delivered  consistent 
long-term  results  without  taking  on  undue  risk. 
Of  course,  past  performance  does  not  guarantee 
future  results. 


LARGE  COMPANIES 


Prudential  Equity  Fund  (class  a) 


•••• 

Overoll  Morningstor  Roting  as  of  10/31/97 
Among  2,189  Funds  in  the  Domestic  Equity  Category 


I 


Obfective:  Long-term  capital  growth. 
investment  Style:  Uses  a  "deep  value"  search  for 
stocks  of  moior  companies  whose  prices  may  not 
reflect  their  strong  balance  sheets. 


SMALL  COMPANIES 


Prudential  Small  Company  Value  Fund  (class  a) 


•*•• 

Overall  Morningstar  Rating  as  of  10/31/97 
Among  2,189  Funds  in  the  Domestic  Equity  Cotegory 


Objective:  Capitol  appreciation. 

Investment  Style:  Uses  o  value  strategy  for 
choosing  stocks  of  smaller,  growing  U.S.  companies. 


A  strategy  whose  time  has 
come.  In  today's  volatile  market,  now 
may  be  a  particularly  good  time  to  rely  on 
Prudential's  proven  value  investing  expertise. 
Ask  your  advisor  to  tell  you  more  about 
Prudential's  full  range  of  value-driven  stock 
funds.  For  more  complete  information  on  sales 
charges,  management  fees,  expenses  and  share 
classes,  obtain  a  prospectus  by  calling  the 
number  below.  Please  read  it  carefully  before 
you  invest  or  send  money. 

MID-SIZED  COMPANIES 


Prudential  Equity  Income  Fund  (class  a) 


•*•* 

Overall  Morningstar  Rating  as  of  10/31/97 
Among  2,189  Funds  in  tlie  Domestic  Equity  Cotegory 

Objective:  Current  income  and  capital 
appreciation. 

Investment  Style:  Seeks  out  value  from  stocks 
and  convertible  securities  thiat  con  provide  above- 
average  earnings  and  dividend  grov4h. 
■■■■■■■■■■■■■■■■■■■■■iBaaBannBHRHBaaiiMMaannv'n^'P!^ 


OVERSEAS  COMPANIES 
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Prudential  World  Fund/International  Stock  Series  (class  a) 


Morningstar  Rotes  Funds  After 
Three  Years  of  Performance. 

Inception  Dote  of  Class  A  Sliores:  9/23/96 


Objective:  Long-term  capital  with  income  as  a 
secondary  objective. 

investment  Style:  Takes  a  value-oriented  approach 
to  identifying  foreign  stocks  with  long-term  earnings 
growth  potential. 


Call  1-800-THE-ROCK 

www.prudential.com     extension  4535 

g  Prudential 

Investments 


Not  all  funds  in  the  Prudential  Family  of  Funds  v^ere  rated  as  high  as  those  appearing  in  this  advertisement.  Share  pnre?  ond  returns  w^ill  vary, 
and  you  may  have  a  gain  or  loss  when  you  sell  shares.  Ratings  cited  are  only  for  shore  classes  indicated.  Different  classes  of  shares  ore  offe'pH. 
Although  the  shares  have  a  common  portfolio,  their  performance  and  ratings  may  vary  because  of  differences  in  lond?  and  fees  paid  by 
shareholders  investing  in  different  classes.  Foreign  investments  ore  subject  to  special  risks  including  currency  fluctuations  and  the  impact  of  social 
political  and  economic  change.  Investing  in  small  companies  also  involves  additional  risk.  These  risks  may  result  in  greater  shore  price  volatility 

All  Morningstar  periods  ended  10/31/97,  and  ratings  ore  subject  to  change  every  month.  Moiningsfoi  proprietory  ratings  reflect  risk-adjusted  performance,  ore  historical  and  do  not  represent  future  performance 
Morningstar  rotings  ore  colculoted  from  the  funds'  3-,  5-,  and  lO-yeor  returns  (with  fee  adjustments)  in  excess  of  90-dav  fteosury  bill  returns,  ond  o  risk  factor  that  reflects  fund  performonce  below  90-dav  f-biH 
returns.  10%  of  the  funds  in  a  category  receive  5  stors,  the  next  22.5%  receive  1  stars,  ond  the  next  35%  receive  3  stors  Prudential  Equity  Fund  (Class  A)  received  4  stars  (omong  1.210  funds)  for  the  '<-veor  penod 
ond  3  stars  (omong  2,189  funds)  for  the  3-year  period.  Prudential  Equity  Income  Fund  (Class  A)  received  4  stars  (among  1,210  funds)  for  the  5-yeor  period  and  3  stors  (among  2  189  funds)  for  the  3-year  period 
Prudential  Small  Compony  Volue  Fund  (Class  A)  received  4  stars  (among  1,210  hjnds)  for  the  5-yeor  period  and  4  stors  (omong  2,189  funds)  for  the  3-yeai  period  Shares  of  the  funds  ore  offered  through  Prudential 
Securities  Incorporated,  1 99  Water  Street,  New  York,  NY,  ond  Pruco  Securities  Corporation,  213  Washington  Street,  Newark,  NJ,  both  subsidiaries  of  The  Prudentiol  Insuronce  Company  of  Americo. 
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James  Bond  is  no  longer  a  one-BMW  man.  First,  a  Z3  roadster.  And  now,  a  7  Series  sedan  and 

R  1200  Cruiser  motorcycle.  See  how  both  of  Bond's  new  loves  respond  to  him  in  the  movie 

"Tomorrow  Never  Dies,""  and  you'll  see  that  Bond  is  attracted  to  far  more  than  beauty  alone. 


How  could  Bond 
-     possibly  be  faithful 
_       to  just  one? 


■'Vf 


^'■■'    '^k-'l:- 


^ 


Hv-^/ 


The  Ultimate  Driving  Machine" 


Having  yanked  his  old-fashioned  family  company  into  the  computer  age,  David 
Wolfson  has  called  in  an  American  marketer  to  make  Burberrys  hip. 


Street  Gred 


By  Richard  C.  Morals 

Salesmen  at  Burberrys'  flagship 
store  on  Regent's  Street  in  London  are 
hawking  the  trademark  behed  raincoat 
with  epaulets  to  Japanese  tourists  for 
$1,000.  The  house  plaid  of  beige, 
black  and  red  is  slapped  on  everything 
from  umbrellas  ($110)  to  vinyl  wallets 
($170)  to  fountain  pens  ($325).  And 
there's  the  English  country  squire 
cliches:  stuffed  pike,  old  tennis  rackets, 
riding  boots. 


Burberrys  (est.  1856)  is  just  one  of 
the  businesses  owned  by  The  Great 
Universal  Stores  Pic.  (GUS),  a  $5  billion 
revenue  conglomerate  trading  on  the 
London  Stock  Exchange.  With  Great 
Universal  you've  got  a  bit  of  everything: 
mail-order  catalogs,  banks,  real  estate. 
South  African  fiirniture  stores.  This 
grab  bag  was  built 
up  by  Sir  Isaac 
Wolfson,  a  wheel- 


er-dealer who  was  said  to  have  a  quar- 
ter of  the  British  public  as  customers. 

In  1981  the  chairmanship  of  the  com- 
pany— by  then  earning  most  of  its  prof- 
its from  mail-order  catalogs — ^was  passed 
on  to  Isaac's  son,  the  dour  Lord 
(Leonard)  Wolfson  of  Mar yle bone. 
Leonard's  greatest  corporate  pleasure  was 

relentiessly  paring 
costs  to  the  bone. 
But  times  had 
changed  and 
more  than  cost- 
cutting  was  neces- 
sary. "Big  Book" 
mail-order  cata- 
logs like  Sears'  in 
the  U.S.  and 
Great  Universal's 
in  Britain  were 
losing  out  to  spe- 
cialized catalogs. 
Even  Burberrys 
was  losing  ground 
to  brasher  pres- 
tige brands.  Bv 
the  mid-1990s 
Leonard  Wolfson 
was  sitting  on 
a  cash  horde  of 
over  $2  billion, 
the  company  was 
reporting  its  first 
profit  warnings 
and  analysts  were 
bad-mouthing  the 
stock.  Though 
GUS  had  a  market 
cap  of  $10  billion 
and  was  one  of 
Britain's  largest 
companies,  it  was 
going  nowhere. 
Enter  Lord  (David)  WoHson  of  Sun- 
ningdale,  Leonard's  cousin.  David 
Wolfeon  had  been  Margaret  Thatcher's 
chief  of  staff  and  rescuer  of  a  British 
retailer  called  Next.  If  Leonard  repre- 
sented an  older  breed  of  British  busi- 
nessperson,  Da\dd  represented  the  new 


Rose  Marie  Bravo, 
now  of  Burberrys, 
and  Great 
Universal's 
David  Wolfson 
The  American 
retailer  is  help- 
ing the  English 
lord  transform 
the  unfocused 
British 
conglomerate. 
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Faster  printers  at  greater  value 
are  right  under  your  nose. 


"Sometimes  you 

have  to  look  past 

the  market  leader  to 

find  an  exceptional 

product  that  is  also 

an  exceptional  value." 
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June  10,  1997 
Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 


-  "  Lexmark  presents  the  enhanced  Optra  S  family  - 
the  quickest  way  yet  to  cut  your  printing  costs. 


Introducing  the  remarkable  new 
Lexmark  Optra'"  S  1620  and  2420  network 
laser  printers  -  new  members  of  the  most  value- 
packed  family  of  printers  in  their  class.  Like  the  rest  of 
the  Optra  S  family  these  new  16  and  24  page  per 
minute  entries  produce  crisp  1200  dpi  output  with  an 
array  of  money-saving  features:  interchangeable  paper 
trays,  snap-in  duplexers  and  MarkVision'"  -  exclusive 


Lexmark  network  printer  management  software  that 
lets  your  staff  know  when  paper's  low  or  toner  needs 
replacing  before  they  find  out  the  hard  way. 

To  save  your  people  time  and  frustration  and  greatly 
reduce  your  printer  acquisition  and  support  costs, 
call  1-800- LEXMARK.  (800-539-6275)  or  visit  us  at 
www.lexmark.com.  And  put  your  total  cost  of  printing  on 
a  much  tighter  leash. 


A  bold  new  breed  of  performance  printers. 


)  1997  Lexmark  International,  Inc-  All  rights  reserved.  Lexmark  and  Lexmark  with  diamond  design,  MarkVision  and  Optra  are  trademarks 
of  Lexmark  International,  Inc.  registered  in  the  United  States  and/or  other  countries.  ©1997  PC  Magazine,  Zift-Davis  Publishing. 
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post-Thatcher  breed.  "He's  ferocious- 
ly intelligent,"  says  Nick  Hawkins, 
retail  analyst  with  Merrill  Lynch  in 
London.  "He  does  not  promise  any- 
thing; just  tells  you  after  it's  all  done." 

David  Wolfson  took  over  from 
Leonard  in  August  1996.  Fourteen 
weeks  later  he  spent  most  of  Gus'  cash 
horde  to  acquire  from  Tom  Lee 
(Forbes,  Nov.  17)  a.  leading  U.S.  credit 
check  company  called  Experian  Corp. 
He  merged  that  with  GUS'  own  inter- 
national credit  check  company,  and 
then  added  U.S. -based  Direct  Market- 
ing Technology,  a  specialist  in  using 
databases  to  uncover  direct-mail 
prospects. 

In  a  few  months  GUS  was  trans- 
formed from  a  hodgepodge  with  a  lot 
of  cash  into  a  financial  information  ser- 
vices business — the  only  global  com- 
petitor to  the  $1.4  billion  (revenues) 
Equifax  Inc.,  based  in  Atianta. 

Wolfson  has  pulled  $1.1  billion  in 
cash  out  of  gus'  real  estate  by  transfer- 
ring it  to  a  joint  venture.  He's  trying 
to  arrest  the  slide  in  the  core  catalog 
business  by  mining  newly  acquired 


databases  to  target  customers  and  by 
looking  for  niches,  such  as  producing 
a  catalog  for  Disney. 

Wolfson  apparently  thinks  he  can 
convert  the  Brits  into  what  the  Amer- 
icans have  already' btcome:  catalog 
junkies.  Americans  get  some   750 

'lie's  ferociously  ^ 

intelligent.  He  does  not 
promise  anything;  just  tells 
you  after  it's  all  done." 


pieces  of  promotional  mail  a  year;  the 
British,  just  47  pieces. 

Now  for  Burberrys.  In  September 
New  York's  Rose  Marie  Bravo,  the 
highly  regarded  46-year-old  president 
of  Saks  Fifth  Avenue,  quit  to  become 
Burberrys'  chief  executive.  "I've  been 
in  retail  for  26  years,"  Bravo  tells 
Forbes.  "I  was  intrigued  by  the  idea  of 
running  a  worldwide  brand." 

Wolfson  may  well  decide  to  sell 
Burberrys  or  spin  it  off;  it  scarcely  fits 


with  his  database  business.  First  he 
needs  Bravo  to  expand  the  franchise. 
Last  year  the  62 -store  chain,  including 
the  Scotch  House  brand,  reported 
operating  profits  of  an  impressive  $105 
million  on  sales  of  $460  million.  But, 
given  its  reputation,  the  franchise  is 
clearly  underdeveloped. 

Burberrys  recentiy  started  a  Thomas 
Burberry  line  to  attract  younger, 
hipper  customers.  Bravo  will  have  to 
work  on  the  new  line,  which  runs  Gap 
knock- offs  next  to  Tommy  Hilfiger 
copies.  A  display  of  white  football-  and 
rugby-like  shirts  could  be  torn  from  a 
catalog  of  Ralph  Lauren's  Polo  Sport. 
Burberrys'  problem  is  that  it  has  no 
distinct  design  identity  at  its  core. 
Bravo  clearly  knows  this  and  plans 
doing  something  about  it. 

Under  good  management  Gucci 
made  a  terrific  comeback,  gaining 
"street  cred"  when  rap  stars  from 
America's  ghettos  wore  Gucci  loafers 
with  their  baggy  pants.  This  summer 
British  Pop  star  Noel  Gallagher  of 
Oasis  showed  paparazzi  his  Burberrys 
under\vear.  Hi 
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The  fight  for  higher  standards 


BY  DIANE  RAVITCH 


Diane  Ravitch 
is  a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


There's  a  battle  going  on  in  Virginia 
whose  outcome  will  reveal  whether  it  is  pos- 
sible to  have  real  reform  in  public  education. 
The  Virginia  State  Board  of  Education  has  a 
clear  strategy:  In  1995  it  established  high 
academic  standards  in  English,  history,  sci- 
ence and  mathematics.  The  next  year  it 
developed  tests  based  on  those  standards. 
This  year  it  established  "standards  of  accredi- 
tation" for  schools  tied  to  student  perfor- 
mance on  the  test. 

Wait  a  minute,  you  say.  Aren't  many  states 
talking  about  raising  standards  .>  While  talking 
about  raising  standards,  they  actually  lower 
them  by  employing  tests  with  floating  norms, 
where  all  parents  can  believe  that  their  chil- 
dren are  "at  grade  level."  They  fail  to  hold 
schools  accountable  for  their  performance. 
They  micromanage  every  petty  detail  of  what 
schools  do  while  ignoring  whether  or  not  they 
actually  educate  their  students. 

The  Virginia  board  intends  to  make  stan- 
dards count  and  to  end  automatic  promotion. 
Students  will  know  for  certain  that  "getting 
by"  is  no  longer  good  enough  for  a  diploma. 
Currendy,  one  out  of  every  four  Virginia  stu- 
dents who  go  to  college  in  the  state  needs 
remedial  education.  Once  the  new  standards 
take  hold,  the  need  for  college  remediation 
will  drop  precipitously. 

Virginia's  academic  standards  are  widely 
regarded  as  among  the  best  in  the  nation. 
These  standards  clearly  specify  what  children 
should  learn  in  each  grade.  The  American 
Federation  of  Teachers  has  singled  out  the 
Virginia  standards  as  exemplary.  Many  other 
states  refer  to  them  as  a  model. 

This  year  the  Virginia  Board  of  Education 
announced  that  public  schools  were  going  to 
be  held  accountable  for  whether  their  students 
actually  met  the  new  standards.  For  the  first 
time  in  the  state's  history,  the  schools  will 
have  to  earn  their  accreditation.  From  1998 
to  2003  a  school  would  keep  its  accreditation 
if  it  improved  on  the  previous  year's  perfor- 
mance. By  2004  each  school's  accreditation 
would  depend  on  having  at  least  a  70%  pass 
rate  on  the  state  tests  for  those  students  in 
third,  fiftii,  eighth  and  twelfth  grades.  If  it 
didn't,  it  would  receive  help  from  an  outside 
team.  Then,  after  three  years,  if  a  school  still 
could  not  meet  the  70%  mark,  it  would  lose 


its  accreditation. 

Until  now,  Virginia  students  had  to  pass 
only  a  "literacy  passport"  test  in  sixth  grade, 
which  asks  such  questions  as  how  to  tell  time 
or  count  change.  Although  it  is  easy  com- 
pared with  the  new  tests,  32%  did  not  pass  on 
their  first  try. 

Unfortunately  the  usual  suspects  in  the 
public  education  industry  are  fighting  this 
raising  of  standards,  with  the  loudest  cries 
coming  from  the  state  teachers'  union  (the 

State  goveraments  micromanage 
every  petty  detail  of  what  schools  do 
while  ignoring  whether  or  not  they 
actually  educate  their  students. 


Virginia  Education  Association)  and  its  leg- 
islative allies.  The  union  has  vowed  to  work 
with  the  state  legislature  to  overturn  the  new 
standards  in  the  1998  session.  Democratic 
legislators  have  lambasted  the  standards  as  a 
right-wing  scheme,  forgetting  that  the  academ- 
ic standards  were  originally  created  by  a 
Democratic-controlled  state  board. 

Legislators  from  rural  and  inner-city  dis- 
tricts fear  that  the  failure  rates  in  their  schools 
will  "stigmatize"  children;  One  rural  legislator 
has  promised  to  sue  the  state  if  it  tries  to 
impose  the  higher  standards.  Apparendy  it  has 
not  occurred  to  such  critics  that  a  failing  mark 
on  the  state  test  will  be  only  a  temporary 
embarrassment,  but  a  poor  education  will 
stigmatize  young  people  for  life.  Defending 
the  reforms,  State  board  members  righdy 
point  out  that  dumbed-down  schools  relegate 
disadvantaged  kids  to  "lower  expectations, 
lower  tracks  and  a  life  of  significantiy  limited 
opportunity^" 

In  opposing  the  reforms,  a  spokesman  for 
the  American  Association  of  School  Adminis- 
trators repeated  the  old  saw:  "You  don't 
fatten  cattie  by  weighing  them."  The  last  time 
I  printed  that  line  in  a  column  in  this  maga- 
zine, an  irate  reader  wrote  to  say  that  you 
weigh  cattie  to  assess  the  quality  of  the  feed- 
ing program,  not  to  fatten  catde. 

A  lot  is  at  stake  here.  If  the  Virginia  plan 
survives  the  next  legislative  session,  we  will 
know  whether  it  is  possible  for  a  state  to  enact 
challenging  standards  and  back  them  up  with 
real  accountability.  ■! 
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Some  people  jump  through  hoops  to  grow  hair. 
That's  nothing  compared  with  what  others 
will  do  to  take  it  off. 


Zapped! 


By  Luisa  Kroll 


Hair  today,  gone  in  a  nanosecond 

Some  men  reach  for  Rogaine.  Some  for  lasers. 


To  Wii  iiAM  (RoH)  Wii  SON,  taking 
off  his  body  hair  isn't  much  different 
from  bleaching  his  teeth  or  using  a 
sexy  cologne.  It's  all  about  getting 
babes.  "It's  not  like  I  had  a  carpet 
back,"  claims  the  25-year-old  San 
Diegan.  "But  when  you  look  in 
magazines  like  G'C^you  see  a  smooth 
figure,  which  shows  off  tlie  definition  of 
muscle  tone.  If  you  are  covered  up  with 
hair,  no  one  can  see  it."  Wilson  spent 
about  $1,000  in  June  to  get  his  back 
hair  removed  by  laser  at  a  San  Diego 
hair  removal  salon  called  Spa  Thira. 

Not  long  ago  hair  buzz  centered 
on  the  claims  of  fiizz-growing  prod- 
ucts like  Rogaine.  Now  men  are  join- 
ing the  legions  of  women  shedding 
unwanted  hair. 

"When  I  started  in  dermatology, 
everyone  talked  about  the  hair  trans- 
plant business.  But  the  hair  removal 
business  I've  seen  is  five  times  that," 
says  Michael  Gold,  a  dermatologist  in 
Nashville,  Tenn.  Dr.  Gold  treats  a 
dozen  hair  removal  patients  a  day,  a 
third  of  them  male,  from  30  states. 

Hair  removal  goes  back  to  ancient 
Egypt,  where  women  applied  hot  wax 
and  strips  of  gauze  to  their  legs.  Hair 
removal  hype  is  a  fairly  new  phenom- 
enon, at  least  on  Wall  Street.  One  of 
the  beneficiaries  is  San  Diego-based 
ThermoLase,  which  operates  the  16- 
store  Spa  Thira  chain  and  licenses  its 
laser  equipment  to  doctors.  Despite 
being  in  the  red,  ThermoLase  trades 
at  a  market  valuation  of  $570  million, 
pretty  rich  for  something  with  rev- 
enues of  just  $45  million  over  the 
past  12  months.  But  then  if  you 
believe  in  this  fad,  you  believe  that  a 
flood  of  profits  is  just  around  the 
corner  at  ThermoLase. 

Besides  its  U.S.  stores — in  such 
tony  shopping  areas  as  Greenwich, 
Conn.,  Beverly  Hills,  Calif  and  Palm 
Beach,  Fla. — Spa  Thira  has  an  outlet 
in  Paris  and  plans  to  branch  into 
Japan,  Saudi  Arabia  and  Brazil. 

Close  on  Spa  Thira's  heels  is  Raleigh, 
N.C. -based  Vanishing  Point,  scheduled 
to  open  its  first  store  this  month  in 
New  York  Cit>''s  Chelsea  neighbor- 
hood, the  next  one  most  likely  in 
Miami.  One  advertising  slogan:  "It's 
not  cool  to  wear  fiir  on  the  beach." 

The  laser  fad  began  in  1992  with  a 
laboratory  accident  in  San  Diego. 
Nikolai  Tanko\ich,  a  laser  physicist,  was 
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doing  research  for  the  Department  of 
Defense  at  ThermoTrex.  He  acciden- 
tally shot  through  some  black  greasy 
carbon  residue  on  his  arm.  Some  hair 
fell  off.  Initial  panic  quickly  gave  way  to 
more  enterprising  thoughts. 

Tankovich  talked  to  his  bosses, 
who  the  next  year  founded  a  sub- 
sidiary named  ThermoLase.  In  1995 
it  was  the  first  outfit  to  get  Food  & 
Drug  Administration  approval  for 
laser  hair  removal  treatment. 

The  process  involves  slathering  on 
a  carbon-based  lotion,  which  absorbs 
the  laser  light  and  damages  the  hair 
follicles.  It  produces  a  tingly,  hot  sen- 
sation and  is  far  less  painful  than 
other  hair  removal  methods. 

In  the  last  year  five  other  similar 
technologies  have  been  approved  by 
the  FDA.  The  most  serious  challenger 
to  ThermoLase  is  Israel-based  esc 
Medical  Systems,  which  makes  lasers 
for  treating  varicose  veins  and  for  hair 
removal,  esc  acquired  a  second  hair 
removal  laser  firm,  Laser  Technolo- 
gies, for  $270  million  in  November. 

Why  would  customers  turn  to 
lasers?  Waxing  lasts  for  three  to  six 
weeks,  laser  removal  for  several 
months.  The  laser  is  also  much  faster 
than  electrolysis,  the  only  truly  per- 
manent treatment  on  the  market:  It 
takes  two  one-hour  sessions  to  laser 
off  a  man's  chest  hair,  while  electrol- 
ysis would  take  at  least  a  year  of 
unpleasant  weekly  visits. 

The  potential  market  is  huge.  At 
least  2  million  people  wax,  and  some 
I  million  use  electrolysis.  "Smoothness 
is  seen  as  sensual.  Being  hairless  has 
become  identified  with  the  idealization 
of  youthfiilness,"  explains  Professor 
Susan  A.  Basow,  head  of  the  psycholo- 
gy department  at  Lafayette  College  in 
Easton,  Pa.,  who  has  studied  people's 
attitudes  toward  body  hair. 

Customers  are  willing  to  spend  big 
bucks  to  take  it  off.  Karen  Singh,  a 
33-year-old  nurse  from  Dallas,  Tex., 
tried  everything  to  get  smooth  legs. 
She  has  spent  $3,400  on  electrolysis 
and  waxing  over  the  years  and  just 
dropped  another  $2,600  at  Spa  Thira 
for  a  laser  job. 

Is  all  this  hairy  hubbub  worth  it? 
Listen  to  Karen  Singh:  "Now  I  can 
wear  sexy  lingerie  to  bed,  whereas 
before  I  had  to  wear  pajamas  so  as 
not  to  scratch  my  husband."         !■ 
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reamSAP.  Because  it's  not  just  ^vhat  you  kno^v,  it's  also  ^^ho  you  know^. 

total  enterprise  software  solution  is  only  as  effective  as  the  support  that  comes 

fith  it.  Recognizing  this,  SAP  has  launched  a  new  initiative  called  TeamSAP/'^ 
|t's  a  coordinated  network  of  people,  processes,  and  products  that  defines 

le  commitment  needed  to  achieve  the  successful  implementation  of  R/3™ 
loftware.  With  TeamSAP,  you  can  be  certain  you'll  get  the  fastest,  « 

lost  efficient  ways  to  create  a  solution  for  your  business. 

knd,  since  TeamSAP  places  SAP  in  the  role  of  coach 
Ihroughout  the  life  cycle  of  your  R/3  investment, 
YOU  can  feel  confident  knowing  we  will  be 
Ihere  to  support  you  every  step  of  the  way 
!o  assure  successful  results.  For  more 
Information  about  TeamSAP, 
nsit  us  at  http://www. 
[ap.com   or  call 

-888-Team 
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A  Better  Return  On  Information. 


Oops.  You  forgot  that  anniversary  present. 
One  call  can  get  you  out  of  the  doghouse. 

Soothing 
angiry  spouses 

By  Tom  Post 

Every  entrepreneur,  thev 
say,  fills  a  niche.  How  about 
a  business  that  compensates 
for  familiar  human  weak- 
nesses— forgetfulness  and 
guilt — and  makes  you  look 
good  in  the  process? 

Did  you  forget  your  hus- 
band on  your  tenth  wed- 
ding anniversary?  Did  you 
forget  your  Dad's  70th 
birthday?  Try  1-800  Pres- 
ent, a  24-hour  service  that 
offers  gift  certificates  start- 
ing at  $50  fi-om  any  one  of 
more  than  20  prestigious 
national  retailers  and  sends 
them  in  velvet-hned  boxes 
with  personal  notes. 

Jonas  Lee  dreamed  up 
the  idea  one  day  back  in 
1992  while  sitting  around 
with  some  Harvard  Busi- 
ness School  classmates  toss- 
ing get-rich-quick  schemes 

back  and  forth.  He  was  aiming  to     gift:  certificate  and  a  nice  apology? 
create  the  next  1-800-Flowers.  Lee,  31,  is  in  a  bit  of  a  hurry  him- 

The  idea  nearly  wilted.  Lee  went  self.  Starting  the  company  in  April, 
on  to  graduate,  work  for  a  consulting  he  hoped  to  ride  a  big  wave  of 
firm  and  start  a  high-tech  company  Christmas  orders.  But  he  faced  the 
that  licensed  technolog\^  from  mix  to  entrepreneur's  classic  dilemma:  how 
help  create  special  effects  for  film  and  to  raise  capital  for  a  company  that 
video  production  houses.  didn't  even  exist,  and  how  to  per- 

But  he  couldn't  shake  the  thought      suade  retailers  to  deal  with  a  guy 


Jonas  Lee,  chief  executive  of  1-800  Present 

A  nifty  solution  to  lielp  the  busy  or  forgetful  out  of  a  jam 


of  1-800  Present  or  the  fear  that 
someone  else  might  step  in  and  grab 
such  an  obvious  opportunity  to 
serve  the  time-strapped,  guilt- 
ridden,  would-be  shopper.  "It's 
9  o'clock  at  night,  and  you  sudden- 


who  had  no  backers.  Lee  called  on 
some  business  school  alums  at 
Gotham  Partners,  a  New  York  ven- 
ture capital  firm.  Gotham  chipped  in 
$1  million  for  a  quarter  of  the  com- 
pany. Other  investors  came  along. 


ly  remember  it's  your  anniversary  For  his  $150,000,  Lee  kept  about 

tomorrow.  But  you're  stuck  at  the  half  the  equit)^ 

airport,"  says  Lee.  "We  help  you  get  Now  for  the  business.  Lee  wanted 

out  of  the  doghouse."  Who  can  stay  only   upscale    retailers.    You    can't 

angry  after  getting  a  Bloomingdale's  expect  forgiveness  from  a  miffed 


spouse  with  a  certificate  from  the 
local  warehouse  store.  Lee  had  an 
attractive  offer  for  the  stores:  He 
would  pay  them  cash  on  the  line  if 
they  would  sell  him  gift  certificates  at 
about  a  10%  discount  off  face  value. 
Gift  certificates  are  a  great  deal  for 
stores:  Around  8%  of  all  certificates 
are  never  redeemed,  which  creates  a 
kind  of  long-term  interest-free  loan 
for  the  store.  Equally  important, 
many  shoppers  end  up  spending 
more  than  the  face  amount  of  the  gift 
certificate. 

Barnes  &  Noble  signed 
on,  as  did  Bloomingdale's, 
the  Sharper  Image,  Victo- 
ria's Secret  and  Brook- 
stone's.  "The  more  certifi- 
cates we  sell,  the  more 
store  traffic  we  generate," 
explains  Paul  Gitter,  direc- 
tor of  marketing  for 
Brooks  Brothers,  which 
also  signed  on.  "The 
number  one  goal  is  getting 
new  customers  in  the 
door." 

Lee's  goal  is  to  build 
what  he  calls  "a  high-end 
\irtual  mall." 

Is  it  working?  Too  early 
to  tell.  So  far,  traffic  is 
light.  Launched  in  late 
October,  1-800  Present 
had  logged  more  than  a 
thousand  calls  by  mid- 
November.  Maybe  a  hun- 
dred or  so  resulted  in  gift 
certificate  sales,  averaging 
$75  to  $100  each.  Is  Lee  anxious? 
"You  better  believe  I  go  over  those 
call  reports  every  morning,"  he  says. 
The  big  push,  he  expects,  will  come 
during  the  Christmas  season,  thanks 
to  all  those  people  with  a  long  gift  list 
and  so  little  time.  That's  when  Lee 
hopes  to  generate  revenues  of 
between  $1  million  and  $3  million. 

He's  betting  the  farm  on  Christ- 
mas. He  has  committed  his  entire 
nest  egg — $2  million — to  advertise 
on  cable  TV  between  now  and  the 
end  of  the  year.  "This  holiday  season 
is  our  baptism  by  fire,"  says  David 
Berkowitz,  a  principal  at  Gotham 
Partners.  "It  won't  take  long  to 
figure  out  whether  this  business  is 
going  to  work." 

Or  not.  ^ 
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You  don't  give  much  thought  to  the  anti-lock  brakes  on  your  Ford,  Mercury  or  Lincoln.  You 
shouldn't  have  to.  The  fact  is,  ABS  brakes  interact  with  virtually  every  vehicle  system  to 
stop  your  car  or  truck  safely  and  efficiently.  They're  precise  components.  So  for  brake 
service,  or  any  repair,  it  makes  sense  to  take  your  vehicle  to  the  people  who  know  it  best. 
People  with  the  training  and  parts  your  vehicle  needs.  See  the  Quality  Care  technicians 
at  Ford   and   Lincoln-Mercury  dealers.   To   learn   more,   visit  us  at  www.qualitycareservice.com 
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From  Ford  and  Lincoln-Mercury  dealers 

'^igg?  Ford  Motor  Company 


QualityCiri^ 

^^  ^ at  vour  if'n/ic^ 


at  your  service 


Making  money  is  hard  enough, 

Finding  the  time  to  manage  it 
can  be  all  but  impossible. 
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Independent    Financial   Advisors   

Objective  •  Knowledgeable   •  Fee-Based  •  Relationship-Minded 


No  one  ever  said  making  money  was  easy.  On  the  contrary,  it  takes  time,  talent,  perseverance, 

commitment  and  attention  to  detail.  You  know,  the  kinds  of  activity  that  can  produce  a  real  sense  of 

accomplishment  —  not  to  mention  a  deeply  felt  urge  to  crawl  under  the  covers  for  a  good  night's  sleep. 

When  you're  devoting  the  better  part  of  your  energies  to  making  money,  how  do  you  find  the 

time  to  manage  it?  Many  people  have  a  ready  response  to  this  question  —  they  don't.  Instead, 

they  take  advantage  of  the  skills  and  capabilities  of  an  independent  financial  advisor. 

Unlike  commission-based  stockbrokers,  who  may  have  a  vested  interest  in  the  investment 


Building      Financial      Security 


Accumulation 
Your  assets  have  grown. 
At  this  point,  services 
of  an  independent 
financial  advisor 
become  invaluable. 


Preservation 
Your  wage  earning  years 
are  behind  you  now. 
Maintaining  the  estate 
and  its  purchasing  power 
takes  center  stage. 


Enjoyment 
It  is  the  resimnsibility  of 
the  financial  advisor  to 
make  sure  that  funds  are 
available  to  support  your 
warus  and  needs. 


Distribution 
A  financial  advisor 
can  help  you  provide 
for  the  orderly  distri- 
bution of  wealth  to 
the  next  generation. 


products  they  sell  you,  a  fee-based  financial  advisor  has  only  your  best  interests  in  mind. 
Guided   by   an  in-depth   understanding  of  your  personal   financial  situation  and  driven  to 
function  in  partnership  with  you,  he  or  she  will  construct  a  portfolio  of  stocks,  mutual  funds, 
bonds  or  a  combination  and  actively  manage  it  on  your  behalf  (see  illustration  above). 


To  find  an  independent  financial 


advisor  you  can  trust  and  respect,  ask 


your  lawyer,  accountant  or  close  friends 


for  a  recommendation  or  two. 


Whether  you  have  $100,000  or 

several 

million  dollars  in  investahle  assets,  we 

invite     i 

GflBB 

you  to  call  for  our  complimentary  gui 

de,        A 

Making  the  Mote  to  Professional 

i 

Investment  Management. 

1 

1-888-889-4997 

^ 

^Hg 

That's    The    Valve    Of   An    Independent   Financial   Advisor 


©1997  Charles  Schwab  &  Co.,  \nc.   All  rights  reserved.    Member  SIPC/NYSE.  (12/97) 

This  message  is  brought  to  you  by  Charles  Schwab  &  Co.,  Inc.  as  part  of  our  continuing  effort  to  educate  the  investing  public. 
Schwab  provides  custodial  and  trade  execution  services  to  more  than  5,000  independent  finuncial  advisors. 
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Women's  hose  are  notoriously  short-lived. 
So  how  does  a  guy  in  a  suit  convince  them 
to  shell  out  $40  for  a  pair? 

The  missionary 
of  pantyhose 


By  Katherine  Bruce 


'What  other  job  would  allow  me 
to  go  to  a  restaurant  with  my  wife 
and  stare  at  other  women's  legs? 
Russell  Klein  jokes.  The  52-year-old 
entrepreneur  gets  away  with  it 
because  he  is  president  and  majority 
owner  of  Easton  International,  a  New 
York  City  distributor  of  luxury  Euro- 
pean hosiery. 

This  is  a  story  that  gets  interesting 
around  1991,  when  Klein's  Easton 
won  the  exclusive  North  American 
distribution  rights  to  Wolford,  a  high- 


stein,  wondered  whether  women 
would  be  willing  to  pay  more  if  the 
right  buttons  were  pushed.  "Legwear 
appeals  to  the  emotional  side  of 
women,"  says  Klein.  But  which  but- 
tons to  push.^ 

The  key,  the  partners  decided,  was 
to  change  the  way  American  women 
think  about  hosiery.  European 
women  consider  stockings  to  be  fash- 
ion accessories,  chosen  with  the  same 
care  as  scarves  or  lingerie.  But  most 
American  women  still  see  them  as  a 
cheap  commodity  that  falls  apart  after 
a  few  wears.  They  buy  them  by  the 


end  Austrian  brand  of  stockings.  At 
the  time,  American  designer  Donna 
Karan  was  pushing  the  Umit  by  sell- 
ing pantyhose  for  around  $10  a  pair, 
when  garden -variety  hose  went  for  a 
third  of  that. 

Klein  and  his  partner,  Joel  Saper- 
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dozen  when  they  have  to,  grumbling    | 
all  the  way  down  the  aisle  at  the  gro-     i 
eery  store  or  discount  mart.  They     \ 
think  of  hosiery  almost  the  way  they 
think  about  other  disposable  items 
like  paper  towels  or  toilet  paper. 
If  they're  lucky  enough  to  find  the 
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See  what  it  feels  like 
to  print,  fax,  copy, 
distribute,  staple  and 
collate  without  leaving 
your  desk. 


Network 

The 
Document 


•niK 

UOClMF.Vr 
COMPVVI 


The  Xerox  Document  Centre  is  a  simpler         and  turn  any  PC  into  mission  control  for 


way  to  work.  It  can  start  as  a  stand- 
alone digital  copier.  And  since  it's  fully 
modular,  you  can  upgrade  it  to  be  a 
powerful  fax.  In  fact,  you  can  config- 
ure it  any  way  you  want  it,  so  you 
don't  pay  for  options  you  don't  need. 
Soon,  you  can  connect  it  to  your  network, 


V  — - 


producing,  managing  and  finishing 
documents.  All  at  speeds  ranging  from 
20  ppm  now  to  65  ppm  in  the  near 
future.  If  you  want  to  see  what  that 
kind  of  productivity  feels  like,  call  us 
now  at  1-800-ASK-XEROX,  ext.121.  Or 
simply  visit  www.documentcentre.com 


THE 

DOCUMENT 

COMPAJVY 

XEROX 


xerox"  The  Document  Company®  Document  Centre.  CentreWare  and  the  diQitai  X®  are  trademarks  o(  xerox  corpi.T'R'VTion  36  USC  380 
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Everyone  can 
learn  something 

from  these 

remarkable  tales 

of  innovation, 

daring,  and 

economic 

achievement. 

Forbes 

Greatest  Business 
Stories  of  All  Time 

by  Daniel  Gross  and  the 
Editors  of 

Foreword  by  Timothy  C.  Forbes 

Now  in  paperbacl< 
at  all  bookstores 

©WILEY 
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right  size  and  color,  most  women  will 
plunk  down  $3.50  or  so  a  pair  and 
think  no  more  about  it. 

The  first  thing  Klein  did  was  create 
a  bit  of  commercial  stagecraft.  He 
built  "store-in-store"  eye-grabbing 
displays  in  swanky  places  Hke  Saks 
Fifth  Avenue  and  Bergdorf  Good- 
man. Easton  hired  its  own  sales  spe- 
cialists to  assist  die  department  stores' 
sales  staff,  swiping  the  idea  from  cos- 
metic and  fi"agrance  companies.  Step- 
ping into  the  Wolford  section  of  a 
Saks  hosiery  department  was  like  vis- 
iting another  store.  The  products 
were  laid  out  in  order  on  distinctive 
dark-wood  shelves.  An  attentive  sales- 
woman hovered  in  the  background, 
ready  to  help  find  the  right  size  or 
even  suggest  colors  to  match  a 
new  outfit. 

Yes,  the  stockings  were  expensive: 
an  average  of  $40  a  pair,  over  1 1 
times  more  than  the  ordinary  stuff  If 
women  felt  guilty  about  spending 
that  much  on  hose,  they  would  be 
reminded  that  Wolford  would  last 
twice  as  long  as  the  average  sheer, 
which  lasts  a  mere  eight  wearings. 

Klein  built  the  Wolford  business 
fi-om  $100,000  in  wholesale  revenues 
in  1991  to  more  than  $10  million 
four  years  later.  The  Austrian  compa- 
ny repaid  Klein  by  cutting  the  legs 
out  from  under  him.  Once  the  five- 
year  exclusive  North  American  con- 
tract expired,  Wolford  decided  to 


Lingerie  by  Wolff 

Jaw-dropping 

prices. 


Hosiery  by  Pierre  Mantoux 
Emotional  appeal. 


eliminate  the  middleman  and  distrib- 
ute its  products  itself. 

Angry  but  not  beaten,  Klein,  a  tall 
slim  man  with  graying  reddish  hair, 
decided:  "What  we  did  for  the  Wol- 
ford brand,  we  can  do  again." 

This  summer  Easton  introduced 
five  new  hosiery  and  bodywear 
brands  fi"om  Europe.  These  are  Falke, 
a  German  hosiery  and  bodywear 
brand;  Achile,  a  French  sockmaker; 
the  hosiery  and  underwear  lines  of 
Joop!,  a  German  fashion  brand; 
Pierre  Mantoux,  an  Italian  hosiery- 
maker;  and  Wolff,  an  Austrian  under- 
wear manufacturer.  Prices  average 
fi-om  $25  to  $30  for  legwear  and  $75 
to  $400  for  bodywear. 

Meanwhile,  Donna  Karan  has 
launched  her  new  Evolution  line  of 
hosiery  (price:  $22  to  $26).  Other 
fashion  houses  like  Calvin  Klein  and 
Italian  Oroblu  are  following  close 
behind. 

This  time  around  Klein  insisted  on 
more  secure  contracts.  With  the  new 
brands,  he  has  signed  on  for  ten-year 
exclusive  North  American  distribu- 
tion rights,  the  option  to  branch  into 
retail,  and  automatic  renewal  of  con- 
tracts if  he  meets  certain  performance 
standards.  He  believes  sales  will  reach 
$8  million  for  the  second  half  of 
1997.  If  the  odds  seem  heavily 
against  him  now,  they  are  probably 
no  heavier  than  they  were  when  he 
first  proposed  selling  $40  pant>'hose 
to  American  women.  ^ 
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We  Thought  Corporate 

Facilities  development  needed 

A  Similar  SOLUTION. 
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Let's  face  it,  the  old  method  of  facilities  dewlopment  is  not  very  efhcient  -with  site  consultants, 

REAL  estate  BROKERS,  ARCHITECTS,  AND  CONTRACTORS  ALL  DOING  THEIR  OWN  THINGS,  AND  ALL  REQUIRING 

different  contracts.  That's  why  The  Haskell  Company  brought  all  the  pieces  together.  Our  Totpi. 
FACiuTY  Solutions  is  the  single  source  for  everything  you  need  -  from  intital  analysis  and  site  selec- 
tion TO  design  and  construction  through  delivery,  v^e  can  even  provide  hnancing  up  front  and 
facility  management  at  the  end.  One  company.  One  team.  One  contract.  One  handy  process.  And 

JUST  one  person  to  talk  with.  Call  pete  BONEY  at  1-888-742-7535  OR  VISIT  us  AT  www.thehaskellco.com. 


The  Haskell  Company 


Americas  Design  Build  Leader™ 
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The  Compaq  ProLiant 
6500  and  ProLiant 
7000  industry-standard 
servers  offer  tfie  perfor- 
mance and  availability 


demanded  by  7x24 
business-critical  application  environments. 

With  features  like  the  first  industry-standard  PCI 
hot  plug  platform,  hot  plug  disk  drives  and  power 
supplies,  they  provide  unparalleled  availability, 
scalability  and  manageability. 

To  satisfy  your  most  demanding  applications, 
Compaq,  in  partnership  v/ith  Tandem  and  Microsoft, 
is  creating  an  industry-leading  line  of  cluster  solutions. 
Both  the  ProLiant  6500  and  ProLiant  7000  provide 
rock-solid  foilover  functionality  vs^ith  Microsoft 
Wolfpock  cluster-enabled  software. 

The  result:  costs  ore  reduced,  risk  is  lowered, 
productivity  improves  and  the  implementation 
time  required  is  decreased. 

To  demonstrate  our  continued  commitment  to  our 
customers'  future  success,  Compaq  now  offers 
an  unprecedented  Year  2000  Warranty,  indepen- 
dently certified  by  NSTL. 

The  Compaq  ProLiant  6500  and  ProLiant  7000. 
They're  the  type  of  business-critical  servers  your 
company  needs.  They're  the  type  of  servers  the 
world's  leading  provider  of  computers  makes! 


coi*«mm 


JMon   I  |.,i  till  piodiK.ls  m  III,;  PitAinnI  kiinily  <;oiilnin  itu!  Ponliuni  II  piocossoi.  The  Intel  Insidu  b,io  cimJ 
iiks.oi  [..■<]i  .loKKJ  l(,Kl.:iTi.iik',  r>(  ih,;H  i.^.-.poelivo  compuiiiob. ' N(jliontil  Sollware  Toslmg  lobolciloiiev 


^^-m^K^^^^^^^^e^^a 


Preference  programs  are  on  the  defensive  in  the  public  sector,  but  plaintiffs' 
attorneys  and  bureaucrats  keep  Diversity  Inc.  thriving  in  corporate  America. 

Damned  if  you  do, 
damned  if  you  don't 


By  Seth  Lubove 

Chicago-based  printing  giant  R.R. 
Donnelley  &  Sons  Co.  is  defending 
itself  in  a  big  racial  discrimination  suit. 
Among  the  e\idence  in  the  plaintiffs' 
file:  A  black  worker  was  forced  to  sit 
through  four  showings  of  a  movie 
depicting  lynchings  in  the  Old  South. 
"To  me,  that  just  sounded  disgust- 


ing," says  H.  Candace  Gorman,  the 
Chicago  la\\yer  representing  a  poten- 
tial class  of  3,500  black  Donnelley 
employees.  There  was  also  the  ques- 
tionnaire that  asked  for  responses  to 
such  statements  as  "It  is  a  fairly  well 
established  fact  that  blacks  have  a  less 
pleasant    body    odor    than    white 


people"  and  "One  of  the  main  char- 
acteristics of  Puerto  Ricans  in  the 
United  States  is  their  sexual  looseness 
and  immoralitN'." 

The  handiwork  of  a  fi-eelance  racist 
in  a  white  hood?  Not  at  all.  Donnel- 
ley's  sin  was  that  it  instituted  a  com- 
pam'\vide  "diversity'  training"  pro- 


Chicago  attorney 
H.  Candace  Gorman 
"Disgusted"  by 
R.R.  Donnelley's 
first  round  of 
diversity  training, 
she  really  wants 
to  teach  a  lesson 
this  time. 
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The  Macanudo  Ash 

The  asli  always  Iclls  you  if  a  cigar  is  vvoll- 
cousliTKled.  And  the  longer,  liner  and  inoi(> 
even  (he  ash  is,  the  finer  the  leaves  are  and 
the  longer  they  have  been  aged.  With  that  in 
niiiid,  Macanudo  is  the  only  cigar-nuiker  that 
still  spends  the  time  and  effort  it  takes  to 
age  its  Connecticut  Shade  wrapper  leaves  a 
s(>cond  tinu\  Just  as  the  Cuban  cigar-makers 
used  to  do  decades  ago. 


For  Cigar  News  iuul  Featiues,  visit  http://cigarworld.coni  on  the  Iiil(<rnet. 


MACANUDO 

True  Cigar  Taste 


Antique  American  Frames: 

Identification  and 

Price  Guide 

by  Eli  Wilner  with 
Mervyn  Kaufman 
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AMERICAN 
FRAMES 


IDENTIFICATION 
.VXD  PRICE    GUIDE 
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This  book  contains  historic 
information  on  period 
frames,  clear  and  extensive 
descriptions  of  specific 
frames,  advice  on  how  to 
spot  a  valuable  frame,  tips 
on  how  to  document  old 
frames,  trade  secrets  on 
cleaning  and  restoration,  as 
well  as  a  guide  to  prices. 
Whether  you're  looking  to 
expand  your  appreciation 
of  fine  American  frames  or 
are  searching  for  discarded 
treasures  in  attics  and  flea 
markets,  this  book  contains  a 
wealth  of  useful  information. 


Softcover,  228  pages 
over  100  photographs  with  an  8-page 
color  insert  pubUshed  by  Avon  Books 

Please  send  a  check  for  $18  to: 

Eli  Wilner  &  Company 
Period  Frames  and  Mirrors 

1525  York  Avenue 
New  York,  NY  10028 

212.744.6521    Fax  212.628.0264 
E-mail:  Eli.Wilner@worldnet.att.net 


gram.  The  $6.6  billion  (1996  reve- 
nues) company  had  established  the 
training  as  an  outgrowth  of  the  settle- 
ment of  a  previous  discrimination  law- 
suit in  1993.  The  purpose  of  the 
movie  showings  and  the  question- 
naires was  to  make  white  employees 
confront  their  alleged  racism. 

Multiple  jeopai'dy  is  just  one  of  the 
pitfalls  of  diversity  or  "sensitivit)^" 
programs,  which  Training  magazine 
figures  are  now  used  at  half  of  the 
136,605  U.S.  companies  with  over 
100  employees.  By  one  estimate,  $10 

Diversity  programs  of  some 
sort  are  used  at  half  of  U.S. 
firms  of  over  100  workers. 


billion  a  year  is  being  shelled  out 
trying  to  change  attitudes  and  puta- 
tively  prepare  these  companies  for 
multicultural  work  forces  and  market- 
places. That  figure  doesn't  include  the 
lost  time  that  employees  spend  at  the 
sessions. 

This  full-speed-ahead  approach  in 
the  private  sector  occurs  even  as  the 
preference  regimes  known  as  affirma- 
tive action  increasingly  meet  resistance 
in  the  public  sector.  Many  companies 
come  to  this  game  under  duress.  It's 
not  enough  for  them  to  shovel  out 
millions  of  dollars  to  settle  discrimi- 
nation or  harassment  lawsuits  or  settie 


Home  Depot 
plaintiffs' 
co-counsel, 
James  Finberg 
Enriching  his 
firm's  pockets 
while  changing 
the  American 
workplace. 


with  the  Equal  Employment  Oppor- 
tunity Commission  or  some  other 
federal  agency.  More  ofi:en,  the  plain- 
tiffs' lawyers  also  demand  that  a  com- 
pany do  penance  by  forcing  every 
employee  through  some  kind  of  sen- 
sitivit)^- training  program,  even  t>^ing 
management's  compensation — or 
careers — to  achieving  diversitv^  goals. 
Bank  of  America's  head  of  diversit)\ 
Valerie  Crane,  freely  admits  that  fail- 
ure to  toe  the  corporate  diversity  line 
contributed  to  the  ouster  of  several 
high-ranking  executives.  To  call  this  a 
reign  of  terror  is  in  some  companies 
to  exaggerate  onl)^  slightiy 

"These  cases  are  very  important 
not  so  much  for  the  money  but  also 
because  they  change  the  landscape  of 
the  American  work  force,"  brags 
James  Finberg  of  San  Francisco's 
Lieff,  Cabraser,  Heimann  &  Bern- 
stein. Finberg  was  co-counsel  in  a  case 
where  Home  Depot  had  to  shell  out 
$65  million  to  women  who  were 
allegedly  denied  promotion,  plus 
$22.5  million  in  attorney  fees,  and  it 
was  ordered  to  institute  diversity 
training  into  the  bargain.  "This  set-  | 
tlement  is  going  to  help  them  get 
better  people  in  sales  and  manage- 
ment positions,  which  means  they  will 
have  higher  revenues  and  less 
turnover."  Thank  you,  Mr.  Finberg, 
for  your  unsolicited  help. 

Home  Depot  isn't  commenting  on 
the  settiement,  other  than  to  deny  any 
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When  We  Looked  At  The  Future  Of  Transportation, 


We  Knew  Exactly  Which  Way  To  Go, 


►  Markets  and  supply  chains  are 
global.  Distribution  centers  are  closer 
to  the  point  of  sale.  Time-to-market 
is  a  critical  competitive  strategy.  And 
technology  that  delivers  information 
about  freight  is  as  important  as  the 
freight  itself.  These  are  a  few  of  the 
forces  driving  transportation  on  the  eve 
of  a  new  century.  They  also  provide 
our  direction  at  CNF  Transportation. 
We're  a  group  of  market-leading  busi- 


nesses that  deliver  solutions  in  a  "need- 


it-now"  world.   Global   and  domestic 


logistics,   air  freight,   ocean  services, 


customs  brokerage,  less-than-truckload  and  full  truckload  delivery,  nationally  and  regionally.  Collectively, 
we're  a  $4  billion  company  operating  worldwide,  with  22,000  people,  25,000  pieces  of  equipment,  100  jet 
freighters  and  the  industry's  most  advanced  information  systems.  But  the  real  strength  we  bring  to  customers 
is  a  healthy  exchange  of  ideas  -  starting  with  a  clear  idea  of  where  transportation  is  going. 


cnF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery    Worldwide     «     Con-Way    Transportation    Services     *     Menlo    Logistics      http://www.cnf.com 


INVINCIBLE. 


Remember  how  your  spirit  soared  the 
moment  you  donned  that  cape?  You  felt 
like  you  could  conquer  the  world.  So 
it's  only  natural  that  one  day  you'd  find    . 
yourself  in  a  GMC  Yukon.  Its  exhilarating 
255  hp  V8  delivers  more  power  than  any 
other  spoft- utility*  And  Yukons  Autotrac^" 
system**  is  SQ  advanced  it  actually  senses 
changing  road  conditions  and  adjusts 
automatically  from  .2WD  to  4Wp.'  So, 
while  no  one  is  ever  truly  invincible,  with 
more  power  and  advanced  technology, 
Yukon  can  make  you  feel  like  a  hero  all 
over  again. 

For  the  big  picture,  visit  www/.yukon. gmc.com 
orcalll-888-'^A-yUKON. 

Or  discover  Suburban  af  www.suburban.gmc.com. 

*  Excludes  other  GM  vehicles,,  **Siandard  on  4WD  models. 


Yukon 


COMFORTABLY 
(»IN     COMMAND' 
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Doing  penance  for  their  diversity  sins 


Company 


Allegation 


Financial  penalty 
($niil) 


Training  penalty 


Comments 


Texaco 

racial  discrimination                   $176 

compahywide  diversity  and                 An  "Equality  and  Fairness  Task  Force"  will 
sensitivity  training                           overhaul  human  resources  policies. 

Home  Depot 

gender  discrimination                 $88 

management  training  in                    "We're  going  to  fight  this  to  the  finish," 
"equal  employment  opportunity"          Home  Depot's  CEO  once  promised. 

Smith  Barney 

gender  discrimination,               $2  and 
sexual  harassment            i    individual  claims 

"invest"  $15  million  in                      Settlement  includes  requirements  to 
"extensive"  diversity  program              increase  female  hiring,  other  quotas. 

Southern  CaNfornia  Edison 

racial  discrimination                   $11 

"mandatory"  diversity  training            One  of  many  cases  leveled  by  Saperstein, 
for  all  employees                             Demchak&Ballerof  Oakland,  Calif. 

Del  Laboratories 

chief  executive  accused               $1.2 
of  groping  secretaries 

"discrimination  prevention"                Only  one  individual  was  responsible,  but 
training                                        all  1,600  employees  are  in  training. 

Flagstar  (Denny's) 

racial  discrimination                   $28 

"nondiscrimination"                         Consent  decree  requires  all  advertising  with 
training                                        people  to  include  30%  "nonwhites." 

Primark's  TIMCO  unit 

racial  discrimination,                $0,243 
sexual  harassment 

"practical  diversity                          Clinton  Labor  Department  said  case  proves 
exercises"                                     affirmative  action  "still  needed  today." 

ilHM 

gender  discrimination                 $82 

mandatory  training  in                       "The 'glass  ceiling' at  Publix  has  been -^^^^H 
"equal  employment  obligations"          broken,"  crowed  an  EEOC  lawyer             -HIb 

Recent  major  examples  of 
how  bias  settlements  can 
involve  more  than  just 
pocketbook  pain. 


wrongdoing.  And  even  though  the 
lawsuits  were  filed  against  the  compa- 
ny's West  Coast  division,  the  plaintiffs' 
lawyers  are  forcing  diversity  training 
on  the  entire  company.  Many  of 
Home  Depot's  managers  have  already 
been  through  diversity  training.  The 
lawyers  twisted  that  fact  around  to 
imply  that  management  should  have 
known  better  before  allegedly 
discriminating. 

Washington,  D.C.'s  Cohen,  Mil- 
stein,  Hausfeld  &  Toll  were  co-lead 
plaintiffs'  attorneys  in  the  $176  mil- 
lion settlement  imposed  on  Texaco 
last  year.  That  firm's  Cyrus  Mehri 
brags:  "What  we're  trying  to  do  is 
change  the  corporate  culture  to  make 
it  much  more  open  for  people  of  dif- 
ferent backgrounds  so  there  is  a  fair 
and  objective  career  development 
system  that  benefits  all  employees  at 
Texaco."  It  has  done  so  in  part  by 
forcing  people  who  have  already 
undergone  "sensitivity  training"  to 
undergo  much  more  of  it. 

Emboldened  by  its  success  at 
Texaco,  Mehri's  firm  is  going  after 
others  in  the  oil  industry.  "These  guys 
have  a  cowboy  mentality  when  it 
comes  to  civil  rights  laws,  and  they've 
been  off  the  hook,"  Mehri  proclaims, 


warming  up  to  the  task.  Corporate 
America  isn't  afraid  of  the  Equal 
Employment  Opportunity  Commis- 
sion, he  says.  "With  some  exceptions, 
this  has  been  an  area  that  has  been 
grossly  unenforced.  There's  been  a  lot 
of  people  bringing  individual  suits, 
but  they  don't  really  get  at  the  corpo- 
rate culture." 

The  EEOC  itself,  through  which 
many  discrimination  cases  pass  before 
they  are  pursued  in  the  courts,  says  it 
has  no  policy  forcing  diversity  training 
in  settlements  with  corporate  viola- 
tors. But  corporate  defense  lawyers 


Y  M 

^^H^pj^^^H 

1  bHI 

^^^^^^H    '-^^^^^^^^1 

HH 

l^^^i 

1 

Corporate  defense  lawyer  Michael  Delikat 
"A  lot  of  people  who  claim  to  be 
diversity  consultants  don't  really 
know  what  they're  doing." 


say  they're  seeing  it  more  fi^equendy. 
Merril  Mironer,  head  of  labor  and 
employment  practices  at  New  York's 
Rosenman  &  Colin,  says  he's  negoti- 
ating a  setdement  with  the  eeoc  in  a 
disabihty  bias  case  in  which  the 
agency  is  demanding  sensitivity  train- 
ing as  well  as  cash  to  the  employee. 
"The  EEOC  is  very  big  on  that,"  says 
Mironer. 

"It  used  to  be  they  wanted  money 
and  maybe  you'd  consider  whether  to 
place  the  individual  in  the  next  job 
vacancy.  Now  they're  into  this  train- 
ing business.  That's  their  newest 
thing.  They  told  me  they  won't  agree 
to  a  setdement  in  this  case  [unless  the 
employer  pays  for  diversity  training]." 

All  this  creates  moneymaking 
opportunities  for  armies  of  quacks. 
With  thousands  of  consultants  calling 
themselves  diversity  trainers,  and  ped- 
dling videos,  simulation  games,  CD- 
ROMs  and  so  on,  qualifications  range 
all  over  the  place.  There's  the  Center 
for  lustice  &  Social  Change,  a  St. 
Louis  outfit  that  in  addition  to  pro- 
viding "cultural  diversity  seminars" 
and  instructions  on  suing  your  boss 
also  offers  a  $24  program  on  repair- 
ing lousy  credit.  Or  the  Mawasi  Co. 
of  Akron,  Ohio  that  teaches  some- 
thing called  "African  Centered  Rites 
of  Passage."  If  you'd  like  to  sensitize 
the  homophobics  on  your  staff, 
there's  Brian  McNaught,  the  "godfa- 
ther of  gay  sensitivity  training,"  or 
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Good  Design  Brightened  Boyd  Lighting's  Profit  Scenario. 


Boyd  ligKlmg,  Son  Froncitco  Brayton  &  HugSci  Daugn  SludiO  M*mb«r  o<  Th*  Amai icon  Inilitul*  ot  Afchil«cli 


WHEN  BOYD  LIGHTING  CHOSE  TO  PUT  ALL  THEIR  OPERATIONS  UNDER  ONE  ROOF,  THEY 
HAD  AN  ENLIGHTENED  IDEA,  THEY  GOT  THEIR  ARCHITECT  INVOLVED  RIGHT  FROM  THE 
START.  ALL  DETAILS  FROM  SITE  SELECTION  TO  SHOWROOM  DISPLAY  SCENARIOS  WERE 
INFLUENCED  BY  DESIGN.  AND  THE  RESULTS  ARE  QUITE  ILLUMINATING.  COMMUNICATION 
BETWEEN  STAFF  MEMBERS  BECAME  CLEAR  AND  OPEN.  PRODUCT  DELIVERY  TIME  IMPROVED 
BY  30%.  WALK-IN  TRAFFIC  DOUBLED.  AND  PROFITS  GREW  10%.  FOR  THE  HIGHLIGHTS  OF 
HOW    OTHER    BUSINESSES    PROFIT    BY    DESIGN,    CALL    800-AI A-9930.    OR    WWW.AIA.ORG. 


WE   MAKE  YOUR   BOTTOM   LINE   BEAUTIFUL. 


THE  AMERICAN  INSTITITE  OF  ARCHITECTS 


FUNDSNETWORK. 

TO  A  MUTUAL  FUND 

INVESTOR,  IPS 

COMMAND 

CENTRAL. 


m 

m 

mm 


TDD  Service:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.     >  p.m.  ET. 

For  more  complete  information  on  any  fund  available  through  FundsNen     k,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  ni 

'Source:  Momingstar  data  as  of  9/30/97  and  includes  all  equity  and  bond  inm  'racked  by  Momingstar.  Highly  rated  funds  were  defined  as  those  funds  that  have  a  4-  or  5-star  overall  Momingstar 
FundsNetwork  offers  access  to  575  4-star  and  253  5-star  rated  funds  out  of  2,9j  funds  as  of  9/30/97  Momingstar  equity  fund  universe  includes  domestic  stock  funds  (which  included,  but  were  not '. 
to,  growth  and  income,  and  equity  income  objectives),  international  stock  fund; .  and  specialty  funds.  Momingstar  bond  fund  universe  includes  both  taxable  and  non-taxable  bond  funds.  Momingslc 
pnetary  ratings  reOect  historical  nsk-adjusted  performance  as  of  9/30/97  The  raimgs  are  subject  to  change  ever)'  month,  Momingstar  ratings  are  calculated  from  a  fund's  3-,  5-  and  lO-year  average  < 
returns  in  excess  of  90-day  Treasury,  including  loads,  if  appropriate,  and  a  risk  fauor  that  reflects  performance  below  the  90-day  Treasury.  Of  all  funds  in  each  category,  10%  rate  5-stars  trom  Momii 
22.5%  rate  4-stars,  and  35%  rate  3-stars.   'All  fees  descnbed  in  the  funds'  prospeciuifs  still  apply  Fidelity  Brokerage  Services,  Inc.  or  its  brokerage  affiliates  may  be  remunerated  for  pro\nding  certain  r 
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FIDELITY  FUNDSNETWORK:  FUNDS  FROM  OVER  300  COMPANIES,  INCLUDING  FIDELITY 


NETWORK' 


CHOOSE  FROM 

MORE  THAN 
0  FUND  FAMILIES, 


INCLUDING: 

Babson 

Baron 

Berger 

Cohen  &  Steers 

Dreyfus 

Founders 

Gabelli 

Heartland 

INVESCO 

Janus 

Lexington 

Montgomery 

Neuberger  &  Berman 

Oakmark 

PBHG 

Robertson  Stephens 

Stein  Roe 

Strong 

Warburg  Pincus 

AND  MANY  MORE 


Now  you  can  control  all  your  mutual 
fund  investing,  in  one  convenient  account. 


With  FundsNetwork,  control  means 


choices.  You  have  access  to  over  800  four- 


and  five-star  funds.'  And  only  with 
FundsNetwork  can  you  get  Fidelity  funds 
without  paying  a  transaction  fee.^  This 
combination  of  choice  and  value  is  why 
SmartMoney  magazine  rated  Fidelity 
"#1  mutual  fund  provider."' 


Control  also  means  convenience.  With  FundsNetwork,  you  can  access  your 


account  by  phone  or  online  24  hours  a  day 


And  for  online  investors,  there's  Fund 


Evaluator,^"'  the  new  research  tool  that  lets  you 
analyze  funds  according  to  your  own  needs. 
To  get  started,  visit  our  Web  site  or  call 
today  Soon,  you'll  experience  what  every 
investor  wants,  complete  control. 


Contact  us  for  FundScreens, 

a  list  of  highly  rated  funds, 

and  take  control  now. 


1 


www.fidelity.com 


1-800-544-3025 


Fideliiy 


Investments 


WHERE   12   MILLION   INVESTORS  PUT  THEIR  TRUST.'*' 


ig  and  sharctuildcr  services  lo  the  fund  families.  For  more  information  on  tlie  FundsNeiwork  program,  call  for  a  Fund-sNcftvorl;  PcrfomKincc  Directory.  "The  Best  and  Worst  Discount  Bmkers," 
Money,  July  19^7.  '^imariUoncy  is  a  registered  trademark  of  SmarlMimcy,  a  joint  venture  of  Dow  Jones  &  Company,  Inc  and  the  Hearst  Corporation  and  .SmurtMonev  is  not  alTiliatcd  with 
ty  Survey  based  on  evaluation  of  21  discount  brokers  for  9  categories,  including  mutual  fund  offerings.  Mutual  fund  offerings  ranked  by  .SmuMMonev  based  on  quantity  and  quality  of  funds 
ble,  as  well  as  trading  costs  ihrougti  various  electronic  services  Not  all  discount  brokers  sur\'eyed  offered  mutual  funds  or  electronic  services  to  their  customers.  Share  pncc.s  and  anurns 
Jary  Fidelity  Distributors  C.orporatioii  (General  Distribution  Agent  for  Fidelity  funds)  FundsNeiwork  is  a  n:gislered  trademark  of  FMR  Corp.  and  a  ser\'icc  pmvidcd  by  Fidelity  Brokerage 

tes,  Inc.  Member  NYSF.,  SIPC.  2h/435W001 
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Hooters'  Michael  McNeil 

and  waitresses 

The  cheeky  chain  told  the  EEOC 

to  butt  out  when  it  came  to 

male  sensitivity  training. 


Dave  Pallonc,  a  gay  former  baseball 
umpire  who  lectures  on  diversity 
between  appearances  on  the  talk  show 
circuit. 

Actors  who'd  otherwise  be  working 
the  dinner  theater  circuit  are  cashing 
in  on  the  diversity  racket.  Typical  is  an 
Aptos,  Calif,  troupe  called  TransFor- 
mance  Theatre,  whose  clients  have 
included  Hughes  Aircraft,  GTE  and 
Hewlett-Packard.  The  troupe  is  run 
by  Jonathan  Rosen,  a  self-described 
teacher  of  transcendental  meditation 
and  "wind  energy  expert,"  and  its 
brochure  promises  that  "once  you 
have  glimpsed  into  the  deeper  nature 
of  your  co-workers,  it  will  be  very  dif- 
ficult to  engage  in  stereotyped  behav- 
ior toward  them." 

A  marketing  manager  forced  to 
endure  American  Express'  diversity 
training  says  one  exercise  involved 


continually  crossing  and  uncrossing 
his  arms  in  an  unusual  way,  supposed- 
ly to  teach  him  about  different  ways 
of  looking  at  things.  Costs  of  this 
nonsense  can  range  fi^om  a  few  thou- 
sand dollars  for  a  daily  training  session 
to  $50,000  for  a  "cultural  audit"  of  a 
company. 

With  27  years  of  experience,  Elsie 
Cross  is  about  as  close  to  an  estab- 
lished professional  in  the  field  as  one 
gets.  Cross  has  been  working  with 
Johnson  &  Johnson  for  over  10  years 
now,  and  with  Corning  for  some  12 
years — and  is  only  halfway  through. 
The  firm  starts  by  scrutinizing  data  on 
employee  retention,  jobs  held  by 
minorities  and  women  and  whether 
they're  in  the  "profitmaking  part  of 
the  cf)rporation."  There  are  also  sur- 
veys of  minorities  and  women  on 
their  perceptions  of  how  they're 
"treated"  by  the  company. 

"The  people  in  the  organization 
need  to  be  educated  about  the  stereo- 
typies' belief  diat  if  we  are  women  or 
minovities  then  we  cannot  contribute 
like  vvtiite  males,"  Cross  asserts.  "We 


want  to  free  white  men  who  now 
want  to  work  for  a  corporation  that 
can  deal  with  work  and  family  issues. 
Embedded  in  the  culture  of  the  cor- 
poration are  rituals  that  perpetuate 
sexism,  discrimination  and  racism." 

Like  many  of  the  practitioners  in 
this  field.  Cross  is  a  black  woman  who 
says  she  bumped  up  against  institu- 
tional discrimination  early  in  her 
working  career.  And  what's  the  cost 
of  her  advice?  Don't  ask.  If  you  do, 
she  won't  tell.  We  do  know  she 
reportedly  charges  companies  as 
much  as  $500,000  a  year.  "I  don't 
want  to  talk  about  annual  revenues," 
she  snaps. 

Ironically,  much  of  the  nonlegal 
imperative  for  seeking  out  the  diversi- 
ty industry  is  based  on  the  misinter- 
pretation of  the  Hudson  Institute's 
influential  1987  Workforce  2000 
report,  which  predicted  the  increasing 
presence  of  women  and  minorities  in 
the  workplace.  This  inspired  the  belief 
that  women  and  minorities  would 
soon  become  the  majority.  That 
wasn't  what  the  report  said.  It  said 
only  that  women  and  minorities 
would  become  an  increasing  compo- 
nent of  the  net  inflow  of  new  workers, 
but  that  the  base  would  still  largely  be 
white  males.  In  a  new  follow-up 
report.  Workforce  2020,  the  authors 
regret  the  "diversity  entrepreneurs" 
who  exploited  the  earlier  study. 

But  what's  the  harm?  Plenty.  So 
much  diversity  training  has  gone  awry 
that  there's  now  a  cottage  industr)'  of 
trainers  who  go  into  companies  to 
mop  up  the  messes  created  by  other 
diversity  trainers  Seattie  consultants 
Hellen  Hemphill  and  Ray  Haines 
have  parlayed  the  dissatisfaction  into 
a  book.  Discrimination,  Harassment, 
and  the  Failure  of  Diversity  Training, 
and  a  new  business  of  fixing  the  mis- 
takes caused  by  others. 

"There's  a  large  amount  of  back- 
lash related  to  diversity  training,"  says 
Haines.  "It  stirs  up  a  lot  of  hostihty, 
anguish  and  resentment  but  doesn't 
give  people  tools  to  deal  with  [the 
backlash].  You  have  people  come  in 
and  talk  about  their  specific  ax  to 
grind." 

Stephen  Paskoff's  Atlanta  firm. 
Employment  Learning  Innovations, 
has  been  called  in  on  diversity-train- 
ing mop-up  missions.  He  believes 
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''Now  they're  into  this 
training  business,"  says 
a  lawyer  of  the  EEOC. 


training  should  focus  on  rules  of  civil 
behavior  rather  than  trying  to  change 
people's  beliefs.  In  other  words, 
people  who  violate  existing  rules 
don't  need  their  heads  checked;  they 
need  to  be  told  that  they're  breaking 
laws,  however  much  they  disagree 
with  them.  "The  underlying,  factual 
allegations  that  add  fire  to  these  law- 
suits are  behaviors  that  are  out  of  con- 
trol in  the  workplace,"  he  says.  "What 
we  do  is  identif}'  the  kinds  of  behav- 
iors the  laws  are  designed  to  manage 
and  focus  on  that  without  a  lot  of 
social  theory." 

A  few  courageous  companies  have 
told  the  diversity  industry  to  stuff  it. 
One  was  the  politically  incorrect 
Hooters  restaurant  chain,  with  its 
well-endowed  waitresses  and  their 
cheeky  assets.  The  eeoc  butted  in 
even  before  discrimination  complaints 
were  filed  by  men  seeking  to  become 
"Hooters  girls."  In  1995  the  bureau- 
crats demanded  the  chain  contribute 
$22  miUion  to  a  fund  to  be  distrib- 
uted to  male  "victims"  of  Hooters' 
hiring  policies  and  pro\ide  training  to 
teach  employees  "how  to  be  more 
sensitive  to  men's  needs." 

The  company  fought  back  with 
ridicule,  says  Michael  McNeil  of 
Hooters.  The  eeoc  backed  off,  but 
Hooters  still  had  to  fork  over  $3.75 
million  in  damages  and  attorneys'  fees 
to  the  plaintiffs — four  years  after  the 
suit  was  filed.  At  least  it  avoided  get- 
ting into  the  mess  Donnelley  finds 
itself  in:  Damned  if  it  doesn't, 
damned  because  it  did.  Says  Michael 
DeUkat,  head  of  the  employment  law 
department  of  New  York's  Orrick, 
Herrington  &  Sutcliffe:  "There's  not 
much  qualit>'  control  out  there  in 
terms  of  diversity'  consultants.  It's  not 
like  you  need  a  degree  or  there's  a 
board  of  standards.  A  lot  of  people 
who  claim  to  be  diversitv'  consultants 
don't  really  know  what  they're  doing. 
They  can  come  in  and  create  a  prob- 
lem or  provide  a  catalyst  for  problems 
that  coalesce  in  a  lawsuit."  Just  ask  the 
chagrined  folks  at  Donnelley.  ^ 
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It's  called  a  "hate  crime,"  and  it  has  been  perfect  for  politicians. 
Up  to  now,  anyway. 

The  peirfect  mme 


By  Dan  Seligman 

Like  a  lot  of  bad  legislation,  the 
Hate  Crimes  Statistics  Act  sailed 
through  Congress.  The  1990  Senate 
vote  was  92  to  4,  the  act  was  instant- 
ly signed  by  George  Bush  and  the 
exercise  was  understood  by  all  con- 
cerned to  represent  a  cost-effective 
way  for  politicians  of  every  hue  to 
position  themselves  as  lovable,  high- 
minded  and  manning  the  ram- 
parts against  rising  bigotry. 

To  be  sure,  the  pols  had 
some  trouble  estabUshing  that 
bigotry  was  in  fact  rising.  The 
Senate  synopsis  said  only  that 
"there  seems  to  have  been"  an 
increase  in  crimes  driven  by 
prejudice.  The  evidence  for  this 
"seemingness"  consisted 

entirely  of  data  proffered  by 
antibias  organizations  whose 
raison  d'etre  would  be  serious- 
ly jeopardized  if  bias  were 
shown  to  be  declining  (which 
is,  in  fact,  what  most  polls  in 
recent  years  have  shown). 

The'l990  act  didn't  really 
change  much.  It  required  only 
that  the  U.S.  Attorney  General 
start  collecting  data  on  crimes 
"diat  manifest  e\idence  of  prej- 
udice based  on  race,  religion, 
sexual  orientation  or  ethnicit)'." 
But  this  act  was  just  the  beginning. 
In  1994  Congress  passed  the  Violent 
Crime  Control  &  Law  Enforcement 
Act,  which  garnered  huge  headlines, 
mainly  because  of  its  provisions  on 
assault  weapons,  three-strikes-and- 
you're-out  prison. terms  and  manda- 
tory minimum  drug  sentences,  but 
also  included — though  in  this  case  no 
debate  was  deemed  necessary — penal- 
ties for  hate  crimes. 

The  new  deal  was  that  henceforth 
a  broad  range  of  crimes  \\'ould  lead  to 
"enhanced"  punishment  if  it  turned 
out  that  the  crime  reflected  prejudi- 
cial attitudes.  The  enhancement  for 
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hate  crimes  was  put  at  three  "offense 
levels."  This  meant  that  the  sociopath 
who  hit  you  on  the  head  with  a  brick 
and  took  your  wallet — an  offense 
level  around  26  in  the  federal  sen- 
tencing guidelines — could  have  the 
level  raised  to  29  if  somewhere  along 
the  way  he  did  some  hea\y  cursing 
about  your  ethnicity.  Which  might 


members  and  350  alleged  experts 
thrashing  around  in  workshops  on 
hate  crime  in  the  schools,  from 
kindergarten  (aargh!)  through  col- 
lege. The  workshops  also  featured 
endless  palaver  about  the  varieties  of 
prejudice  and  the  need  to  cover  more 
and  more  groups.  The  Clinton  pro- 
posal covers  crimes  involving  preju- 


plausibly  mean  seven  to  nine  years  in 
prison,  instead  of  five  to  six,  if  the 
character  in  question  was  a  first 
offender. 

Now  more,  much  more,  is  coming 
on  the  hate-crime  front.  On  Nov.  10 
the  Clintonites  put  on  a  huge  White 
House  conference  on  the  subject. 
Held  at  George  Washington 
Universit)^,  and  advertised  as  part  of 
the  Administration's  bold  new  initia- 
tive on  race  relations,  the  show  fea- 
tured calls  for  stiffer  penalties,  with 
sentences  of  up  to  ten  years  for  hate 
crimes  in  which  somebody  is  injured. 
The   Gwu    bash   featured   Cabinet 


dice  based  on  race,  religion,  national 
origin,  sexual  orientation,  gender  and 
disability'  status. 

The  proposal  would  require  every 
U.S.  Attorney  to  establish  a  local 
hate-crime  educational  group  to  keep 
reminding  people  that  such  crimes 
are  a  bad  idea.  The  FBI  would  assign 
50  agents  to  hate-crime  enforcement. 
A  Bringing  Communities  Together 
to  Fight  Hate  initiative  would  use  the 
Justice  Department's  Community' 
Relations  Serxice  to  arrange  meetings 
that  would  "restore  stability"  wher- 
ever a  hate  crime  was  committed — an 
idea  guaranteed,  on  my  own  morning 
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line,  to  just  make  things  worse.  Jus- 
tice would  also  do  something  or 
other  to  coordinate  state  and  federal 
hate-crime  efforts.  (At  last  count,  38 
states  had  some  kind  of  effort  going.) 
And  Justice  would  work  to  develop 
school  programs  designed  to  combat 
bias.  Arguably  capping  this  massive 
exercise  in  social  workerism,  the 
department  would  set  up  a  "Hateful 
Acts  Hurt  Kids"  Web  site  targeted  at 
the  kindergarten- (aargh!  again  )- 
through-fifth-grade  populace. 

Possibly  you  are  wondering  how 
any  decent  person  could  object.  Who 
could  defend  white  bigots  beating  up 


black  children  or  Klansmen  planting 
and  burning  crosses  in  the  yards  of 
unwelcome  newcomers  to  the  neigh- 
borhood? Politicians  assume  that  this 
is  the  way  most  people  view  hate- 
crime  legislation,  and  they  work  hard 
to  preserve  this  framework  when  the 
subject  is  under  discussion.  But 
things  are  less  simple  than  they  seem. 

Many  civil  libertarians  are  bothered 
by  the  law.  Their  bothers  were  much 
onstage  in  1992,  when  Congress  first 
began  talking  about  "enhancing" 
sentences  for  crimes  based  on  bias. 
Their  basic  proposition:  that  the 
Constitution  bars  punishment  for 
ideas,  however  hateful — and  that 
tacking  on  extra  prison  time  for  bias 
is  an  affront  to  the.  First  Amendment. 
Said  Robert  S.  Peck,  legislative  coun- 
sel of  the  ACLU  in  his  congressional 
testimony:  "We  have  always  opposed 
legislation  that  might  encourage 
police  and  prosecutors  to  make  con- 
stitutionally problematic  inquiries 
into  protected  speech." 

The  Supreme  Court  disagreed.  Its 
decision  on  hate  crimes  came  in 


1993,  in  the  fascinating  Wisconsin  v. 
Todd  Mitchell.  The  decision,  which 
was  unanimous,  upheld  a  Wisconsin 
hate-crime  law  similar  to  the  federal 
law,  and  it  dismissed  the  ACLU's  free- 
speech  concerns.  Critical  sentence: 
"The  prospect  of  a  citizen  suppress- 
ing his  bigoted  beliefs  for  fear  that 
evidence  of  diose  beliefs  wall  be  intro- 
duced against  him  at  trial  if  he  com- 
mits a  serious  offense  against  person 
or  property  is  too  speculative  a 
hypothesis  to  support  diis  claim." 

That  would  seem  to  be  quite  dis- 
positive, and  yet  there  are  hints  in  the 
Wisconsin  case  of  problems  to  come 


ETidencing  its  high 
seriousness,  or  possibly 
not,  the  Clinton 
Administration  is  now 
proposing  initiatives 
designed  to  combat 
hate  crimes  at  the 
kindergarten  level. 


for  hate -crime  laws — hints  that  their 
sponsors  may  be  collectively  shooting 
themselves  in  the  foot.  One  hint  con- 
cerned the  hate  criminal  himself. 

Politicians  talking  about  hate 
crimes  endlessly  assume  that  the 
criminals  are  white  bigots — skin- 
heads, Aryan  supremacists,  Klansmen. 
But  the  Todd  Mitchell  of  the  Wis- 
consin case  was  none  of  the  above. 

Mitchell  was  a  young  black  man. 
He  had  recently  seen  the  film  Missis- 
sippi Burning  and  had  been  deeply 
affected  by  one  scene  in  particular — 
a  scene  wherein  a  white  man  beats  a 
young  black  boy  who  has  been  pray- 
ing. After  talking  about  this  scene 
with  his  friends,  he  persuaded  them 
to  do  something  about  it.  Under 
Mitchell's  leadership,  they  ganged  up 
on  a  white  kid  who  had  the  bad  luck 
to  be  passing  by,  stole  his  sneakers 
and  beat  him  so  badly  that  he  was  in 
a  coma  for  days. 

If  the  crime  had  not  involved  race 
hatred,  it  presumably  would  have 
resulted  in  a  two-year  sentence  for 
Mitchell.  Because  it  was  a  hate  crime. 


the  sentence  could  have  gone  as  high 
as  seven  years.  In  the  end,  however, 
he  got  four.  This  was  the  sentence 
upheld  by  the  Supreme  Court. 

And  now  we  come  to  what  might 
be  called  the  dirt\'  little  secret  about 
hate  crimes.  The  secret  is  that  the 
Mitchell  case  is  no  anomaly,  and  hate- 
crime  laws  are  going  to  result  in  more 
black  criminals  spending  more  time 
in  prison. 

It  is  no  secret  that  interracial  vio- 
lent crime  is  overwhelmingly  black- 
on-white.  The  annual  Department 
of  Justice  Victimization  Surveys 
put  the  proportion  at  around  90%. 
Until  recent  years,  it  was  generally 
assumed  that  white-on-black  crime 
was  racially  inspired  but  black-on- 
white  crime  was  more  random  and 
more  likely  to  be  driven  only 
by  the  prospect  of  latching  onto 
some  easy  money.  There  has  to  be 
some  truth  in  this  distinction — but 
we  now  know  that  it's  not  the 
entire  truth. 

We  know  it  because  of  the  hate- 
crime  statistics  that  have  been  col- 
lected during  the  past  eight  to  ten 
years.  The  figures  for  1996  show  that 
on  a  per  capita  basis,  blacks  are  three 
times  as  likely  as  whites  to  commit 
crimes  driven  by  racial  prejudice. 
This  is  a  fmding  we  would  never 
have  arrived  at  but  for  politicians 
insisting  that  we  had  to  look  more 
closely  at  interracial  crimes — and 
ascertain  whether  they  were  driven 
by  bias. 

I  have  a  hunch  about  such  find- 
ings. It  is  that  among  black  criminals, 
some  at  least  sense  that  many  whites 
feel  blacks  are  right  to  hate  whites. 
Some  of  them  must  have  been  pick- 
ing up  the  messages — flowing  from 
academe  to  the  op-ed  pages  and  ulti- 
mately to  the  tube  and  radio — that 
whites  deserve  to  be  crime  \ictims.  In 
his  1992  bestseller.  Two  Nations: 
Black  and  White ^  Separate,  Hostile, 
Unequal,  political  scientist  Andrew 
Hacker  wrote  that  it  was  not  surpris- 
ing so  many  blacks  responded  to 
white  injustice  with  violence,  and 
added:  "Through* crime,  blacks  are 
paying  whites  back,  in  the  most  omi- 
nous way  they  can." 

I  have  another  hunch:  that  the 
votes  on  hate-crime  bills  are  going  to 
get  a  lot  closer.  IH 
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that  increases  brightness  and 
sharpness  more  than  30%  over  last 
year's  industry^eading  picture.  And 
where  you'll  encounter  Magic 
Focus,  the  world's  only  automatic 
convergence  system,  as  well  as 
a  host  of  other  engineering 
achievements. 

But  what  else  would  you  expect 
from  the  world's  preeminent 
electronics  company  that  spent 
over  four  billion  dollars  in  research 
last  year  and  holds  more  than 
68,000  patents? 

How  about  Hitachi's  VisionBook™ 
computer,  revolutionary  new  MPEG 
digital  video  camera,  DVD-RAM 
drive.  Super  TFT  display  Skyline 
mainframe  computer,  or  SuperH™ 
RISC  microprocessor  that  runs 
today's  handheld  computers? 

The  fact  is,  you  never  know 
what  to  expect  from  Hitachi. 
Except  brilliance.  Because  it's 
Hitachi  engineering  that  is  truly 
the  brightest  of  them  all. 


For  more  information,  visit  our  website  at  www.  hitachi.com  or  call  1-800-HITACHI 
©1997  Hitachi,  Ltd. 


A  TOTALLY  NEW  VISION 
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Sharker 


A  Partnership  In 
Engineering  Excellence 

Parker  and  McCoy  Sales  Corporation: 
Jumping  ahead  in  motion-control  sales  and  service. 


) 


McCoy  Sales  Corporation,  a  Parker  distributor,  is  part 
of  the  world's  largest  network  for  selling  and  sen/icing 
motion-control  components  and  systems.  Tom  Gee,  pres- 
ident, and  partner  John  Niemi  have  built  McCoy  into  one  of 


With  Parker  Hose  Doctor  mobile  ssrviuc.  .'.'.__„,  c^.t^^  '„w,poration  helps  keep  vital 
hydraulic  systems  on  diesel  engines  and  equipment  operatrng  at  Vail,  Beaver  Creek 
and  other  resorts  throughout  Colorado. 


the  fastest-growing  distributors  of  fluid-connector  compo- 
nents in  the  Rocky  Mountain  region. 

"Big  is  good,"  says  Gee.  "But  more  important,  we're 
part  of  the  world's  best.  With  Parker,  our  customers  know 
they're  getting  the  best  quality.  Parker  also  has  the  most 
complete  line  —  more  than  100,000  different  hydraulic, 
pneumatic  and  electromechanical  components.  We  would 
have  to  take  on  numerous  other  brands  t'.  'q' ta!  the  selec- 
tion of  Parker" 

Parts  in  no  time  flat 

"But  Parker  service  is  the  real  closer,"  ad .  nj.  "With 

Parker,  we've  got  an  electronic  order  entry  iventory 

tracking  system  that's  amazing.  A  customer  in  L  ar  called 
at  4  p.m.  one  day  and  said  he  needed  a  pa  lelivered 
overnight  to  his  factory  in  Frederick,  Maryland.  We  ^  itered  it 
through  our  system,  and  it  was  delivered  to  the  customer's 


facility  the  next  morning  —  exactly  as  promised." 

"But  it  doesn't  stop  there,"  says  Gee.  "Parker  has 
shown  us  new  ways  to  serve  customers.  At  our  retail 
Parker  Store,™  a  building  contractor  or  a  plant  maintenance 
person  can  come  in  and  pick  a  replacement  part  right  off 
the  shelf,  to  keep  a  backhoe  or  factory  machine  up  and  run- 
ning. They  avoid  downtime  without  the  expense  of  keeping 
replacement  parts." 

The  Doctor  makes  house  calls 

"But  nothing  compares  to  Hose  Doctor,™"  says  Niemi. 
"This  24-hour  mobile  van  operation  takes  our  service  right  to 
the  customer,  no  matter  where  that  customer  is. 

"Hose  Doctor  was  the  key  factor  in  our  getting  the  con- 
tract for  the  hoses  and  fittings  on  the  huge  diesel  engines 
used  for  backup  power  for  ski  lifts,"  continues  Niemi.  "We 
were  the  only  outfit  which  could  send  a  trained  technician 
with  parts  and  equipment  to  custom-fit  each  diesel  unit 
according  to  the  manufacturer's  rigid  specifications." 

Not  just  lip  service 

"A  lot  of  companies  say  they  want  to  partner  with  cus- 
tomers," says  Gee.  "But  with  Parker,  it's  not  just  lip  service. 
With  Parker  quality,  the  breadth  of  the  Parker  line,  with  the 
service  and  training  programs,  and  with  new  innovations 
like  the  Parker  Store  and  Hose  Doctor,  Parker  gives  us  a 
value  package  that's  far  above  anything  the  competition 
has  to  offer." 

The  secret  to  growth 

Whether  it's  high  in  the  Rockies,  or  in  midtown 
Manhattan,  Parker  and  its  distributors  go  the  extra  mile  to 
deliver  extra  value.  It's  one  more  reason  Parker  continues 
to  grow  to  new  heights,  serving  more  than  350,000  cus- 
tomers in  industrial  and  aerospace  motion-control  markets, 
worldwide. 


Parker  distributors  iceep  things 
moving,  everywliere».even  at  Vail 


"Vail"  and  "Beaver  Creek"  are  registered  trademarks 
of  Vail  Trademarks,  Inc.  Photography  by  Jack  Affleck. 


All  over  the  world,  hydraulic 
systems  keep  vital  machines  running, 
providing  the  power  essential  for 
modern  living. 

To  keep  things  on  the  move, 
Parker  Hannifin  has  built  the  world's 
largest  and  best-managed  network 
of  distributors  —  7,500  independent 
business  enterprises  committed  to 
providing  premier  service  that 
enhances  the  performance  of  our 
customers'  products. 


McCoy  Sales  Corporation  in 
Englewood,  Colorado,  is  but  one 
example.  With  the  Parker  Hose 
Doctor™  mobile  service,  McCoy  is 
taking  customer  service  to  new  heights 
—  7,000  feet  above  sea  level  —  to 
custom-fit  hydraulic  hoses  and  fittings 
on  giant  Cummins  diesel  engines  used 
to  supply  backup  power  for  chair  lifts  at 
Vail,  Beaver  Creek®  and  other  ski 
resorts  throughout  Colorado. 

Delivering  premier  service  in  a  full 
partnership  with  our  distributors  is  one 


more  reason  Parker  has  grown  to  be 
the  world  leader  in  motion  control, 
serving  more  than  350,000  customers 
in  industrial  and  aerospace  markets 
worldwide. 

Write  for  our  annual  report: 
Parker  Hannifin  Corporation,  Dept. 
F127,  6035  Parkland  Boulevard, 
Cleveland,  Ohio  44124-4141. 
For  product  information,  call 
1-800-C-PARKER  (1-800-272-7537). 

A  Partnership  in  Vital  Technologies 

PH-NYSE 


Parker  Hannifin  Corporation 


6035  Parkland  Boulevard 
Cleveland,  Ohio  44124-4141 
www.parker.com 
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Rich  Asians  are  suddenly  much  more 
interested  in  investing  some  of  their  wealth 
in  the  U.S.  and  Europe.  Wonder  why? 

Change  of  heairt 


By  Andrew  Tanzer 

Once  a  year  Pierre  Rolin,  head  of 
Credit  Suisse  Private  Banking's  inter- 
national real  estate  practice,  leaves  his 
base  in  London  to  tour  Asia  to  visit 
many  of  the  bank's  wealthy  Asian 
clients.  This  year  he  noticed  a  sea 
change  in  their  attitudes. 

Previously  they  had  shown  little 
interest  in  buying  Western  real  estate. 
Why  should  they,  when  there  \\'ere  so 
many  lucrative  investments  right  in 
their  backyards.^  It  was  not  uncom- 
mon for  wealthy  overseas  Chinese  to 
brag  that  they  would  never  bother  to 
invest,  for  example,  in  the  U.S. 

But  in  October  many  of  the 
wealthy  Asians  were  eagerly  grilling 
Rolin  on  yields  and  projected  long- 
term  income  streams  from  properties 
in  New  York  and  London  and  Paris. 
"We're  going  to  see  a  lot  of  [Asian] 
investors  diversif\ang  into  the  U.S. 
and  European  markets,"  Rolin  pre- 
dicts. "The  turmoil  [in  Asian  mar- 
kets] has  had  a  fundamental  impact 
on  the  way  they  think.  Preservation 
of  capital  \\'as  what  they  were  talking 
about." 

Fund  managers  and  pri\'ate  bankers 
in  Asia  tell  a  similar  story.  For  years 
they  had  urged  customers  to  diversi- 
fy, to  move  more  of  their  eggs  out  of 
the  Asian  basket.  The  advice  prett)^ 
much  fell  on  deaf  ears.  Investors  were 
confident  the  region's  growiJi  would 
continue  uninterrupted  and  that  its 
markets  would  only  go  up. 

"Asian  investors  have  been  guilt}^ 
of  running  the  risk  of  nondiversifica- 
tion,"  asserts  Anthony  Moody,  head 
of  Asia  Wealth  Management  at  Bank 
of  America.  "They  thought  that 
modern  portfolio  theory  doesn't 
apply  in  Asia.  Up  until  now  there 
haven't  been  enough  bear  markets  to 
force  them  to  come  to  terms  with 
risk-taking." 

There's  nothing  like  a  market  crash 


to    focus    the 
mind.    With 
their  slump- 
ing     stock 
and  proper- 
ty markets 
and  \\'ilting 
currencies, 
Southeast 
Asians      have 
lost  50%  to  75% 
of  their  wealth  in  just 
a  few  months.  Suddenly  that  piece  of 
Carrier  jewelry  again  looked  expen- 
sive to  many  of  them.  Even  Singa- 
pore hasn't  been  immune  to  the 
Asian   flu;   its   currency  has   fallen 
13.5%  against  the  U.S.  dollar  this 
year  after  appreciating  steadily  for 
over  a  decade. 

"What  we've  seen  has  been  so 
painful  for  so  many  investors  that  I 
don't  diink  the  level  of  concentration 
for  Asian  investors  in  Asian  markets  will 
ever  return,"  forecasts  Jeremy  McAteer, 
head  of  the  private  banking  in\'estment 
group  of  UBS  Private  Banking. 

Credit  Suisse 's  Rolin  says  that  more 
than  half  of  the  money  pouring  into 
new  London  residential  developments 
this  year  has  come  from  Asia. 

Asian  investors  who  until  recently 
scorned  investments  in  the  West  as 
tame,  low-potential  risks  are  having 
second  thoughts.  Assets  in  one  Tem- 
pleton  Franklin  global  fiind  marketed 
in  Asia  have  multiplied  from  under 
$100  million  to  $750  million  this 
year,  and  Asian  investment  in  a  Tem- 
pleton  global  emerging  markets  fund 
has  recorded  a  similar  jump. 

More  than  one-tliird  of  the  money 
Fidelit}^  has  attracted  in  Flong  Kong 
this  year  has  been  funneled  into  its 
European  funds,  up  from  less  than 
10%  in  the  industry  last  year. 
"[Investors]  are  starting  to  realize 
diat  they  can  invest  with  a  litde  lower 


return  than  before  in  Asia,  but  with 
reduced  risk  and  overall  portfolio 
volatility',"  says  Bruno  Lee,  of  Fideli- 
ty Investments  Asia-Pacific. 

"Asians  thought  they  knew  better 
than  the  fund  managers,  but  it's 
beginning  to  dawn  on  them  that  they 
don't  outperform  the  specialists," 
comments  Stewart  Aldcroft  of  Tem- 
pleton  Franklin  Investment  Services 
(Asia)  Ltd.  "People  only  learn 
lessons  the  hard  way.' 

Good    news    for   Western 

financial    institutions    with 

global  investment  capabili- 


Plunging  stock  exchanges  in  Asia  have 
led  to  massive  wealth  destruction. 


ties,  such  as  Credit  Suisse,  Citibank, 
Merrill  Lynch  and  Fidelity'.  Private 
banking  for  the  rich  is  a  well-estab- 
lished, growing  business  in  Asia,  but 
its  nature  may  now  change.  Tradi- 
tionally, rich  Asians  wanted  to  control 
investments  made  from  their 
accounts  and  were  much  less  willing 
to  cede  discretionary  mandates  than 
their  counterparts  in  the  West.  They 
made  the  money  in  a  decade  or  rvvo 
as  entrepreneurs,  and  they  \vanted  to 
manage  it  themselves.  Says  Andrew 
Chan  of  Merrill  Lynch  International 
Private  Banking  Group:  "They're  lis- 
tening to  us  more  now  and  asking 
how  to  protect  their  positions." 

Comments  Credit  Suisse's  Rolin: 
"The  very  wealthy  [Asians]  are  start- 
ing to  think  more  like  the  rich  in 
Europe  and  North  America,  who  are 
interested  in  preserving  capita!  for  the 
next  generation."  IB 
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It's  hard  to  recognize  the  once 
predictable  electric  utility  sector. 

DOCOClCSI    ^^^   '^^^   industry   Is   represented    by 

creative  products  and  services,  innovative 
^  cross-industry  alliances,  customer-focused 
marketers  and  pioneers  in  information 
technology.  Although  some  of  this  activity 
depends  upon  state- by-state  deregulation, 
major  utilities  aren't  waiting  to  provide 
many  new  offerings.  Ultimately,  the 
retail  choice  that  results  from  deregulation  will  be  a  big  win  for  customers, 
from  the  largest  corporation  to  the  homeowner  to  the  savvy  investor. 


I 
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In  a  nutshell,  the  wholesale  electricity 
market,  or  the  selling  of  electricity  to 
utilities  from  other  utilities  and  nonutili- 
ty  generators,  is  regulated  by  the  Federal 
Energy  Regulatory  Commission  (FERC). 
Congress  in  1992  passed  the  Energy 
Policy  Act  (EPAct),  authorizing  FERC 
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sion  and  distribution  systems  will 
remain,  for  now,  regulated  functions  car- 
ried out  by  incumbent  carriers.  In  most 
states  where  legislation  is  being  consid- 
ered, the  Public  Utilities  Commission 
(PUC),  the  state  legislature  and  the 
state's   major  operating   utilities   work 


Island  and  may  reach  a  few  other  states 
including  Massachusetts  and  New 
Hampshire,  later  in  the  year.  Utilits 
analysts  agree  that  the  big  winners  will 
likely  be  the  companies  able  to  position 
themselves  as  national  players  in  the 
retail  marketplace,  as  well  as  those  withf 


When  will  your  state  open  for  oompetltionP 
Find  out  at  wwHi.hemnet.cnm 


to  provide  open-access  transmission  of 
electricity.  In  1996,  based  on  EPAct, 
FERC  began  to  enforce  open-access 
transmission  and  ordered  utilities  to 
implement  fair  transmission  pricing  so 
that  any  power  generator  could  transmit 
electricity  anywhere.  This  action  opened 
the  wholesale  market  to  full  competition 
among  thousands  of  suppliers — includ- 
ing a  growing  number  of  nonutility  gen- 
erators. According  to  the  Edison  Electric 
Institute  (EEI),  a  national  association  of 
investor-owned  electric  companies,  this 
market-based  approach  will  save  electric- 
ity consumers  billions  of  dollars  annually. 
At  the  same  time,  all  50  states  are 
working  on  enacting  plans  to  open  to 
competition  the  generation  portion  of 
the  retail  electric  market.  The  transmis- 


California's  deregulation 
legislation  is  seen  as 
good  news  for  incumbent 
utilities,  and  is  being 
watched  by  the  other 
states  contemplating 
deregulation.  Some  of 
the  highlights: 


•  The  state's  three  big  electrics  can  pass 
on  to  their  customers  their  stranded 
costs,  estimated  at  about  $28.5  billion, 
until  2001,  thus  limiting  the  amount  of 
savings  customers  will  see  on  their  bills. 
(Stranded  costs  represent  investments 
the  utilities  made  under  regulation, 
including  aging  nuclear  and  fossil  power 


together  on  plans  to  satisfy  the  needs  of 
customers,  ensure  an  open  market  and 
protect  the  financial  health  of  the  utili- 
ties that  have  operated  under  the  protec- 
tion of  regulation  for  decades. 

investing  in  energy 

Because  regulated  electric  utilities 
have  been  guaranteed  a  certain  rate  of 
return  in  exchange  for  delivering  reliable 
power,  investor-owned  utilities  have 
always  been  a  stable,  nonvolatile  invest- 
ment. Analysts  say  this  will  likely  remain 
a  slow-growth  sector  for  a  long  time. 
Investors  will  undoubtedly  make  their 
moves  based  on  the  very  gradual  phase- 
in  of  the  state-by-state  deregulation  leg- 
islation— which  will  officially  kick  in  on 
January  1,  1998  in  California  and  Rhode 


The  Way 


plants  and  purchase  power  contracts.) 
For  other  terminology  of  the  deregula- 
tion debate,  go  to  www.hemnet.com 

•  About  $7.3  billion  of  these  costs  will 
be  financed  over  10  years  by  bonds 
issued  in  the  asset-backed  securities 
market. 

•  Residential  and  small  commercial 
customers  will  see  a  10  percent  rate 
cut  for  five  years;  bigger  businesses 
will  see  lower  rate  freezes  during  this 
period,  and  all  customers  should  be 
able  to  take  real  advantage  of  the 
open  market  beginning  in  2002,  after 
the  stranded  costs  are  paid  off. 

•  Metering  and  billing  functions  will  be 
deregulated  in  California.  In  addition,  all 
customers  with  a  power  demand  of  20 
kilowatts  or  greater  (meaning  big  busi- 
nesses) must  have  meters  capable  of 
recording  and  transmitting  hourly  usage. 


strong  and  diversified  nonregulatedi 
businesses  and,  of  course,  those  thati 
have  gotten  over  state  regulatory  hur- 
dles and  fashioned  beneficial  deals  for 
the  transition  to  competition 

"The  issues  the  industry  is  facing  have 
become  well-known.  But  some  compa- 
nies are  moving  beyond  the  risk  factors 
of  this  transition  to  competitive  markets 
and  [investors]  are  starting  to  see  that 
they're  moving  on  to  the  next  stage. 
That's  a  positive,"  says  Steven  I 
Fleishman,  utilities  analyst  and  first  vice 
president  at  Merrill  Lynch.  Fleishman 
feels  that  California's  legislation,  which 
is  outlined  along  with  that  of  other  key 
states  at  VAVW.hemnet.com,  has  already 
sparked  much  change,  and  will  likely 
serve  as  the  model  for  other  states. 

the  pipeline  to  new  markets 

To  prepare  for  deregulation,  many 
companies  are  creating  unregulated 
subsidiaries  and  divisions  able  to  market 
innovative  services  right  now.  Supply- 
ing energy  and  energy-related  services 
is  the  focus  of  the  energy-marketing 
group  of  KeySpan  Energy  Corporation, 
formed  in  September  as  a  holding  com- 
pany for  Brooklyn  Union  Gas  and 
its  subsidiaries. 
"KeySpan  provides 
us  the  means  to 
act  quickly  when 
opportunities  for 
corporate  growth 
arise  in  the  rapidly 
deregulating  ener- 
gy industry,"  says 
Robert  B.  Catell, 
KeySpan's  chair- 
man, president  and  Robert  B.  Catell 
CEO.  Brooklyn  keyspan'S  CHAIRAAAN, 
Union      is      the       president  AND  CEO 
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IT'S  EASY  TO  TAKE 
ELECTRICITY  FOR  GRANTED, 


' 


BECAUSE  WE  NEVER  DO. 


Most  people  don't  think  twice  about 
electricity.  They  just  flip  a  switch  and  it's 
there.  No  hassle  and  no  worry.  Because 
America's  Electric  Utility  Companies  have 
always  been  there  for  our  customers. 

As  the  electric  industry  changes,  let's 
make  sure  that  the  changes  we  make 
benefit  all  customers.  Let's  be  sure  that 


those  changes  improve  the  system  overall. 
And  let's  make  sure  that  all  customers 
continue  to  have  the  dependable  service 
that  they  have  come  to  expect. 

Electricity  competition  can  benefit 
everyone,  if  we  get  it  right. 

EDISON  ELECTRIC 
INSTITUTE 

'1997,  by  the  Edison  Electric  ln>,iitut,-  All  ,.nhr<.  i.-v-rvcil 
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Get  the 


on  the 
competition! 

It's  a  whole  new  ballgame.  In  the 
next  few  years,  competition  will  be 
fierce.  It  will  pay  to  put  advanced 
geo-based  information  technology 
on  your  team. 

Intergraph  software  spatially 
enables  your  existing  data,  helping 
to  integrate  operational  support 
systems  -  outage  analysis,  work 
management,  and  engineering 
analysis.  Based  on  industry  "best 
practices,"  our  solution  is  flexible 
and  Web-ready.  We  can  add  value 
to  your  customer  service  efforts 
and  increase  your  operational 
efficiency.  We  won't  let  the  future 
catch  you  off  guard. 

If  you're  interested  in  finding  out 
more  about  the  strategic  use  of 
information  technology  and  how 
to  leverage  your  legacy  data,  give 
us  a  call. 

Get  on  the  Lill! 

1-800-791-3357 

www.intergraph.com 

INTERGRAPH 


Intergraph  and  tlie  Intergraph  logo  are 
registered  tr^emarks  of  Intergraph  Coqwralion 
Copyright  199?  Intergraph  Corporatioo.  MC970S08 
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company's  primary  subsidiary,  with 
four  million  customers  in  three  New 
York  City  boroughs.  Other  subsidiaries 
have  interests  in  gas  exploration  and 
production,  pipelines  and  gas  distribu- 
tion systems. 

KeySpan  Energy  Services,  one  of  the 
corporation's  new  marketing  companies, 
plans  to  blanket  the  Northeast  with  a 
superior  package  of  energy  and  energy' 
services.  As  the  largest  retail  marketer  of 
natural  gas  in  New  York  State  and 
a  major  player  throughout  the  Northeast, 
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Feraudo  says  the  KeySpan  compa- 
nies will  build  on  Brooklyn  Union's 
experience  in  creating  an  unmatched 
computer-based  customer  system 
that  allows  customer  calls  to  be 
assigned  to  an  appropriate  service- 
person  in  less  than  a  minute,  all  with- 
out a  piece  of  paper  changing  hands. 
These  capabilities  will  be  crucial 
next  year  when  KeySpan  launches  its 
client-service  business,  which  will 
provide  customers  with  appliance  ser- 
vice and  maintenance. 


Expansion  abroad  means  growth 
for  U.S.  utilities.  Wliicii  companies 
iiave  the  eilgeP  Analysts'  host  hots 
atwww.hemnet.com  _^^^^ 


KeySpan  Energ\'  Serv  ices  has  more  than 
15,000  customers.  With  the  coming  of 
deregulation,  it  is  therefore  well- 
positioned  to  be  a  power  marketer. 
"We've  been  following  all  the  electric 
pilots,  and  we're  analyzing  the  results," 
says  Bill  Feraudo,  senior  vice  president 
of  KeySpan's  energy  marketing  group. 
"We're  actually  ahead  of  the  game, 
because  we  have  the  infrastructure;  we 
know  how  to  acquire  the  customers  and 
bill  the  customers.  It's  just  a  question  of 
waiting  for  the  territories  to  open  up." 

Another  of  KeySpan's  companies, 
KeySpan  Energv'  Management  Inc.,  pro- 
vides a  portfolio  of  energ\'  services  for 
commercial  and  industrial  facilities 
throughout  the  New  York  City  metropol- 
itan area,  including  energy  equipment 
audit  and  analysis,  design  and  engineer- 
ing, construction  management,  opera- 
tions and  maintenance.  "Basically,  we  try 
to  convince  people  to  let  us  run  their 
energy'  operations,"  Feraudo  says.  The 
company's  focus  on  technologs',  a  key  to 
attracting  and  retaining  customers  in  the 
coming  era  of  deregulation,  has  led  it  to 
service  such  customers  as  the  Coca-Cola 
Bottling  Company  of  New  York,  Exxon, 
Citicorp  and  Columbia  and  Yale 
Universities.  "Technology  is  the  key  to 
our  strategy,"  notes  Feraudo.  "We 
believe  that  the  way  to  provide  service  is 
through  technology." 


smart  meters 

It's  clear  that  technology  is  key  to  pro- 
viding superior  customer  service  and 
boosting  energy  companies'  efficiency. 
Some  states'  legislation  will  necessitate 
technology  upgrades  in  such  functions  as 
metering.  California's  legislation,  for 
example,  requires  big  businesses  to  have 
hourly  metering  capability  in  order 
to  participate  in  direct  access. 

ABB  is  the  wodd's  leading  supplier 
of  electronic  meters.  The  ABB  Alpha® 
meter   is   the   choice   for  commercial 
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and  industrial  customers  today — with 
more  than  a  million  units  manufactured 
and  shipped  to  date.  The  Alpha  can  pro- 
vide detailed  power  quality  analysis  and 
measurement,  harmonics  analysis  and 
real-time  pricing.  The  meter  is  able 
to  communicate  over  a  variety  of  public 
networks  such  as  telephone,  cellular 
and  utility  networks,  and  supports 
the  need  for  hourly  pricing. 

Hourly  meter  reading  also  requires 
a  new  way  of  communicating 
between    a    meter    and 
a   utility.   CellNet   Data 
Systems,     a     leader     in 
network    meter    reading, 
provides  this  capability. 

CellNet  retrofits  a  utility 
client's  meters  with  a  small, 
inexpensive  radio  device.  Electricity' 
usage  data  is  then  sent  via  narrowband 
cell  phone  frequency  as  often  as  every 
five  minutes  to  a  MicroCell  controller. 


hemisphere  Report 


whether  you  want  to  shift  usage  under 
certain  circumstances." 

Other  benefits  ofCellNet's  technology 
include  the  ability  to  provide  a  multisite 
retailer,  for  example,  with  one  bill  for  all 


MODULE  RELAYS 
INFORMATION  FROM  A  STANDARD  RESIDENTIAL 
ELECTRIC  METER.  ®  CELLNET  DATA  SYSTEMS,  INC. 


will    monitor    and    operate    the    state 
transmission  grid  and  ensure  reliability. 

As  part  of  an  alliance  with  Perot 
Systems  and  Ernst  &  Young  LLP,  ABB 
developed  the  scheduling  infrastructure 
and  scheduling  applications  components 
of  the  ISO  system.  California  energy 
market  participants  will  be  able  to 
schedule  transmission  serx'ices  and  bid 
in  the  ancillars'  markets  over  the  Internet 
using  the  scheduling  infrastructure, 
fw'hich  is  designed  to  handle  10,000 
transactions  in  each  hourly  market  and 
ensure  that  the  ISO  has  adequate 
ancillary  services  for  grid  reliability. 
The  scheduling  applications  analyze  the 
state  transmission  grid  and  Western 
Interconnection  for  security  and  handle 
transmission  congestion  with  the  least 
amount  of  market  disruption.  ABB 
and  its  alliance  partners  developed  and 
deployed  these  complex  ISO  systems  on 
an  unprecedented  schedule  to  meet  the 


Mergers  and  acquisitions,  new  piayers,  a  changing 
marltetplace.  We  sort  it  out  at  www.liemnet.com 


mounted  atop  a  utility  pole,  which 
collects  signals  from  about  250  nearby 
meters.  Data  then  goes  to  a  wide  area 
network  hub  that  collects  information 
from  controllers  within  25  to  75  miles 
and  sends  it  to  a  metro  area's  System 
Controller,  the  "brain"  that  converts  the 
readings  into  customer  data  for  the  utility. 

According  to  Susan  Passoni,  wireless- 
industry  analyst  at  Cowen  &  Company 
who  has  rated  CellNet  a  "strong  buy," 
"CellNet  is  the  first  company  to  provide 
a  cost-effective  and  technology-rich 
wireless  data  network  solution  to  utili- 
ties, and  is  enjoying  a  first-to-market 
advantage  that  existing  automated 
meter  reading  companies  are  not." 

CellNet's  CEO  J.  M.  (Mick)  Seidl 
explains  that  the  ability  to  provide 
low-cost  hourly  metering  will  be 
essential  if  utilities  are  going  to 
compete  in  a  marketplace  governed  by 
competitive  pricing.  According  to 
Seidl,  CellNet  will  allow  a  utility  to  tell 
its  customers,  "You  can  pay  different 
prices  for  your  electricity  at  different 
times  of  the  day.  You  can  get  a  daily 
profile  of  your  usage,  so  you  can  choose 


its  stores  on  a  chosen  day  of  the  month,  in 
order  to  analyze  usage  on  a  comparable 
basis;  remote  meter  reading  when  a  cus- 
tomer moves  out  and  terminates  service, 
which  saves  the  utility'  time  and  labor; 
and  immediate  outage  detection. 

"Think  of  it  as  a  revenue  system  for 
a  utility,"  says  Seidl.  "Up  to  now,  that 
revenue  system  has  been  a  guy  walking 
around  in  your  backyard  with  a 
clipboard,  often  not  getting  there  and 
estimating  your  usage.  Now  you've  got 
a  real-time  information  system  for  use 
by  utility  management  in  attracting  cus- 
tomers, holding  on  to  customers  and 
providing  new  services  to  customers." 

information  powers  the 
new  market 

California's  legislation  also  calls  for 
creation  of  an  independent  system  oper- 
ator (ISO) — a  nonprofit  institution  that 
will  operate  the  state's  transmission  sys- 
tem in  the  deregulated  market.  ABB,  the 
world's  leading  supplier  of  software  and 
systems  for  the  deregulated  electric  util- 
ity industry,  will  supply  the  ISO's 
power    management    system,    which 


January  1,  1998  operational  date  for  the 
California  market.  ABB  software  is  also 
used  at  the  New  York  Power  Pool,  which 
is  slated  to  convert  to  an  ISO  in  1998. 

In  addition,  ABB  provides  trouble-call 
and  outage  management  systems  pow- 
ered by  sophisticated  artificial  intelli- 
gence techniques.  More  than  15  millio 
end  users  in  North  America  benefit  from 
ABB'S  CADOPS"  (computer-aided  dis 
tribution  operations)  trouble  call  sys 
tems.  In  1996,  Carolina  Power  and  Light 
used  the  CADOPS  system  to  speed 
recovery  from  Hurricane  Fran;  most  cus 
tomers'  power  was  fully  restored  within 
24  hours.  Pacific  Gas  &  Electric  has 
made  the  CADOPS  system  an  integral 
part  of  its  potential  recovery  preparations 
for  the  upcoming  storm  season,  includ- 
ing anticipation  of  weather  disturbances 
caused  by  El  Niiio.  Read  more  about 
ABB's  innovations  at  WWW.hemnet.com 

focus  on  the  customer 

Using  high-tech  tools  to  manage 
information  and  provide  better  ser\'ice 
helps  utilities  remain  competitive.  And 
the  key  to  success  in  the  competitive 
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t's  not  every  company  that  gets  the  chance  to  create 
its  own  new  parent,  but  at  Brooklyn  Union  we  did.  We 
created  KeySpan  Energy  Corporation. 

A  New  $2.4  Billion  Plus  Enterprise 

KeySpan  Energy  will  provide  what  the  homeowners, 
businesses  and  manufacturers  of  the  Northeast  want: 
energy  leadership,  energy  choice  and  advanced  energy 
technology.  Several  KeySpan  Energy  companies 
are  already  leaders  in  their  fields.  Our  energy       *    | 
management  subsidiary  helps  large  energy         ^* 
users  cut  energy  costs  by  providing  a  wide  range    "  -»^ , 
of  services  from  fuel  management  to  turnkey  facili- 
ties. In  less  than  a  year,  our  energy  services  subsidiary 
has  demonstrated  its  expert  ability  to  buy  and  market 
energy  in  a  competitive  deregulated  arena. 

Brooklyn  Union's  planned  merger  with  LILCO  will 
provide  new  growth  opportunities  and  a  four  million 
customer  base.  Other  KeySpan  Energy  companies  are 
active  in  energy  transportation,  exploration,  storage, 
cogeneration  and  distribution  worldwide. 

A  Powerful  New  Symbol  In  Energy 

KeySpan  begins  with  a  $1.7  billion  dollar  capital- 
ization— ample  muscle  to  reach  its  goal  of  becoming 
the  energy  leader  in  the  Northeast. 


Bob  Catell.  Chairmau  and  CEO  of  the  new  Ket/Spau 
Energy  Corporation,  and  friend. 

Many  of  you  reading  this  are  familiar  with  Brookl>ii 
Union's  stock  symbol  BU.  That  has  changed.  Look  for 
Brooklyn  Union  as  part  of  KeySpan  Energ>' 
Corporation.  Our  NYSE  listing  is  KSE,  a  poweiful 
new  symbol  in  energy — worldwide. 


KSE 


A  Powerful  New  Symbol  In  Energy-Worldwide 


ENERGY 
CORPORATION 


iru'ir.keyspanenergy.com 

KeySpan  Energy  Services  •  KeySpan  Energy  Management  •  KeySpan  Energy  Development 
KeySpan  Energy  Canada  Ltd.  •  Houston  Exploration  •  Brooklyn  Union 
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market      will      be      attracting — and 
keeping — customers. 

"We  have  not  been  customer-driven  in 
the  past;  we've  been  prone  to  react  to 
regulation,  because  regulation  is  what 
drove  us,"  explains  Don  Ingle,  president 
of  the  energy  services  business  unit 
at  Cinergy  Corporation,  which  serves 
more    than    1.4    million    electric    and 
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of  Cinergy,  Florida  Progress  Corporation, 
and  New  Century  Energies  Inc.,  will 
manage  the  energy  needs  of  large  multi- 
site  retailers,  including  grocery  stores, 
lodging  chains,  restaurants,  specialty 
retail,  general  retail  and  convenience 
stores.  Another  joint  venture,  AEP 
Conoco  Energy  Management  Services, 
a  teaming  up  of  AEP  Resources  and 


Deregulation  will  bring  new 
Investment  opportunities.  Go  to 
www.liemnet.com  ^^_____ 


450,000  gas  customers  in  Ohio,  Indiana 
and  Kentucky.  "Now  customers  are  going 
to  drive  us,  and  that's  a  great  thing." 

target  markets 

Customer-centric  strategies  are  key  as 
regional  utilities  begin  to  venture  into 
the  national  market  and  try  to  retain  con- 
trol of  their  own  regional  markets. 
Drawing  on  their  respective  solid  reputa- 
tions and  strengths  (such  as  generating 
assets,  marketing  savvy  or  widespread 
transmission  systems),  electricity 
alliances  are  forming  rapidly.  To  distin- 
guish themselves  within  these  blurring 
company  lines,  some  of  the  new  con- 
glomerates are  honing  in  on  particular 
markets.  Cadence,  a  new  joint  venture 


Conoco,  will  offer  energy  management 
and  capital  for  energy  projects  to  indus- 
trial and  large  commercial  customers. 

managing  information 

According  to  Cadence's  CEO  Renae 
Conley,  the  total  sector  Cadence  is  tar- 
geting represents  a  $60  billion  market  of 
9,000  potential  customers.  "This  is  a 
group  of  customers  with  a  unique  set  of 
needs,"  Conley  says.  "They  are  in 
extremely  competitive  businesses  with 
thin  margins.  They  are  interested  in  how 
they  can  cut  their  costs  as  much  as  they 
are  interested  in  how  they  can  increase 
their  revenue." 

The  services  Cadence  offers  can  help 
companies  now,  before  deregulation  and 
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retail  choice  are  in  place  nationwide. 
The  company  offers  information  man- 
agement products,  including  on-line 
billing  information  via  the  Energy 
Passport™,  aggregated  bills  that  allow 
every  location's  energy  use  to  be  laid  out 
at  the  same  time  for  easy  comparison, 
bill  auditing  and  rate  analysis.  "The 
more  information  you  have,  the  better 
pricing  you're  going  to  be  able  to  receive 
in  a  competitive  market,"  explains 
Conley.  "And  when  you're  talking  about 
a  company  that  has  1,000  to  2,000  stores 
across  the  U.S.  and  you  aggregate  their 
bills,  these  can  become  significant  dol- 
lars." Cadence's  first  major  client  is 
Service  Merchandise.  To  find  out  how 
Cadence  will  help  this  nationwide  retail- 
er, go  to  www.hemnet.com 

industrial  strength  ' 

Carving  out  a  specific  niche  was  also 
the  idea  behind  the  AEP  Conoco  joint 
venture,  which  targets  industrial  plants 
as  well  as  large  commercial  locations. 
"There  is  a  sizeable  potential  market 
for  those  who  can  get  directly  to  these 
large  industrial  customers,"  says  Merrill 
Lynch's  Fleishman.  "It's  not  easy 
to  crack." 

AEP  has  a  good  head  start.  According 
to  Donald  M.  Clements  Jr.,  president 
of  AEP  Resources,  "The  large  customers 
are  the  ones  having  the  most  difficulty 
dealing  with  the  onset  of  deregulation, 
because  they  think  they  have  the 
most  to  gain  or  lose.  They're  the  ones 
looking  for  alternatives  as  we  move 
to  deregulation." 

AEP  estimates  the  potential  of  the 
joint  venture's  target  market  to  be  $100 
billion.  The  group's  first  commitment  is 
acquisition  and  management  of  energy 
assets  of  16  U.S.  DuPont  industrial 
plants  in  eight  states,  a  transaction 
valued  at  approximately  $500  million. 
Energy  services  that  AEP  Conoco  will 
provide  range  from  operation  of  physical 
equipment  and  plant  facilities  to 
procurement  of  energy  supplies, 
whether  they  be  electricity',  gas,  steam  or 
other  supplies  that  an  industrial  plant 
may  use,  says  Clements. 

Streamlining  the  industry 

Just  as  has  been  the  case  in  other 
deregulated  industries,  mergers  and 
acquisitions  will  likely  be  the  trend  for 
the  electrics.  Indeed,  in  1996,  electric 


INTRODUCING  A  NEW  ENERGY  COMPANY  THAT 
MARCHES  TO  THE  BEAT  OF  A  DIFFERENT  DRUMMER. 


We  are  like  no  other  energy  company  in  the 
world.  We  are  brand  new,  yet  we  have  decades  of 
experience.  We  will  provide  national  service,  yet  we 
possess  regional  expertise.  We  want  to  sell  you  our 
product,  yet  save  you  money.  At  Cadence,  we  deliver 
a  wide  variety  of  products  and  services  including  full 
service  energy  management,  state-of-the-art  billing, 
information  services,  and  commodity  procurement 
to  multi-site  commercial  customers.  To  a  changing 
industry,  we  bring  you  the  peace  of  mind  that  comes 
from  knowing  that  you  are  working  with  a  company 


that  is  backed  by  three  of  the  finest  energy  companies 
in  the  country:  Cinergy  Corporation,  Florida  Progress 
Corporation  and  New  Century  Energies  (a  company 
formed  from  the  merger  of  Public  Service  Company 
of  Colorado  and  Southwestern  Public  Service 
Company).  Together  these  three  companies  give 
Cadence  the  power  to  deliver  on  our  promises.  At 
Cadence,  we  move  to  a  faster  pace.  If  this  is  the  kind 
of  partnership  you'd  like,  call  us  at  I-888-227-I55I. 


Cadence 

Consistently  Delivering  Results 
www.cadence.net 
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The  power  company  can  flo  a  lot 
more  than  turn  on  your  lights. 
New  services  at  www.hemnet.com 


utilities  represented  the  number  one 
industry  for  initiating  merger  and 
acquisition  activity.  Utilities  may  be  slow 
to  complete  mergers,  however,  due 
to  government  restrictions  that  draw 
out  the  time  it  takes  for  utility  deals 
to  close,  says  Merrill  Lynch's 
Fleishman.  One  of  the  factors  that 
might  speed  mergers,  experts  agree, 
would  be  repeal  of  the  Public  Utilities 
Holding  Company  Act  (PUHCA),  a 
1935  law  that  limits  many  of  the  struc- 
tural changes  in  mergers  and  acquisi- 
tions. If  PUHCA  were  to  be  repealed, 
Fleishman  says,  "it  could  spark  a  lot 
more  innovative  M&A  activity,  and  we 
could  easily  see  10  to  20  mergers  a 
year."  Similarly,  Scott  Spiewak,  secre- 
tary of  the  Power  Marketing 
Association,  believes  that  the  350-plus 
power  marketers  existing  today  will 
drop  to  fewer  than  100  players  in  about 
five  years.  Recent  M&A  activity  is 
listed  at  www.hemnet.com 


trading  power 

Who  are  these  more  than  350  power 
marketers.''  This  sector,  which  has  grown 
rapidly  since  the  opening  up  of  the 
wholesale  market,  represents  about  $50 
billion  a  year  changing  hands,  according 
to  the  Power  Marketing  Association, 
with  the  potential  to  grow  in  a  few  years 
to  a  ^2-Cn7/io7i-a-year  business  once 
retail  competition  is  in  full  swing.  Power 
marketers — including  subsidiaries  of 
investor-owned  utilities  and  gas  compa- 
nies as  well  as  straight  financial  players 
like  investment  banks — trade  the  most 
volatile  commodity:  electricity. 

powering  innovation 

Power  Team,  a  division  of  PECO 
Energy  Company,  is  the  largest  investor- 
owned  national  energy  supplier  in  the 
country,  having  completed  power  deliv- 
eries in  48  states.  The  power  marketer's 
24-hour-a-day  trading  activity  has  led  to 
sales  in  excess  of  $750  million  in  1997. 


Thp  Hnmp  Field  Advantage? 


As  states  plan  deregulation,  the 
issue  of  "market  power"  is  often  part 
of  the  discussion.  Some  officials 
believe  that  an  incumbent  utility  is 
so  well-known  that  limits  must  be 
placed  on  its  ability  to  market  in 
order  to  ensure  real  competition. 
Such  limits  would  prevent  a  regulat- 
ed utility  from  selling  unregulated 
energy  services  within  its  regulated 
franchise  territory.  Some  advocates 
of  market  power  limits  also  want  to 
bar  utilities  from  using  their  brand 
names  to  market  unregulated  prod- 
ucts and  services. 

While  national  power  marketers 
that  are  unaffiliated  with  existing 
utilities  are  in  favor  of  such  restric- 
tions, the  utilities  feel  that  such 
limitations — which  might  also  include 
placing  a  market-share  cap  on  an 
incumbent  utility — are  counterpro- 
ductive. The  Edison  Electric  Institute 


strongly  believes  that  a  true  compet- 
itive market  should  have  no  such 
restrictions.  "Yes,  the  incumbents 
are  there,  and  they've  been  there 
for  a  long  time,  but  they're  in  the 
position  to  put  maximum  pressure  or 
the  market  and  drive  down  prices  as 
low  as  possible,"  explains  Micha( 
Oldak,  EEl's  director  of  state  com^ 
petitive  and  regulatory  policy. 


How  will  the  debate 
play  out?  We'll  keep 
up  with  decisions 
facing  the  states 
as  they  move  to 
a  competitive 
market  at 
v^ww.  hemnet.com 


Power  Team  has  the  juice — and  gets  It  to  you. 

In  the  never-ending  race  for  power,  Power  Team 
wins  the  checkered  flag  for  you  every  time! 


POWER  TEAM 

2004  Renaissance  Blvd. 
King  of  Prussia,  PA  19406 


Telephone:  (610)292-6500  (24  hours)  Web  site:  www.pwrteam.com 
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Power  Team  president  Nancy  Zausner  company;     therefore.     Power     Team 

fosters  an  extremely  open,   innovative  members   periodically   rotate   through 

environment — there  are  no  titles  or  job  various   departments,   A   trader   might 

descriptions  and  a  renowned  collection  spend  a  day  in  the  PR  office,  for  exam- 

of     cutting-edge     contemporary'     art  pie.  "It's  important  that  the  Team  has  a 

Outsourcing  energy  management 
can  save  you  time  and  money. 
Your  options  at  www.liemnet.Gom 


inspires  creativity — and  encourages 
input  from  the  entire  staff  of  70.  "The 
more  information  you  can  make  avail- 
able and  the  more  channels  you  have  for 
people  to  communicate,  whether  it's 
through  e-mail  or  a  no-wall  atmosphere, 
the  better,"  she  says.  "This  business  is 
about  how  well  you  communicate, 
physically  and  electronically." 

Zausner  also   believes   involving  the 
staff  in  a  variety  of  roles  improves  the 


broad  knowledge  of  everything  even.- 
body  does.  It  means  the  possibility  of 
improving  a  process  or  a  product  is 
always  present."  As  part  of  this  philoso- 
phy. Power  Team  traders  cover  all 
regions  of  the  countrs'  equally,  rather 
than  specializing  in  a  particular  region. 

As  Zausner  points  out,  the  nonstop 
changes  in  the  power  industn,-  require 
new  ways  of  working.  "We're  all  charting 
new    territory    here,"    she    explains. 


Ensuring  ReLiability 


As  the  market  opens  up,  those  choos- 
ing an  electricity  provider  v^ill  increas- 
ingly value  reliability.  "Electricity  is 
one  of  those  things  that  seems  like  it's 
too  expensive,  but  the  day  you  don't 
have  it,  you  v/ould  pay  20  times  the 
price  just  to  get  it  that  day,"  says 
Merrill  Lynch's  Fleishman.  To  help  util- 
ities detect  problems,  ensure  reliabili- 
ty and  attract  and  keep  customers, 
many  utilities  are  turning  to  asset  and 
facility  management  software  that  uti- 
lizes geographic  information  system 
(GIS)  technology  like  that  provided  by 
Intergraph  Corporation.  Go  to 
www.hemrset.com  for  a  full  discussion 
of  GIS  technology  In  "Mapping  for 
Success."  Several  major  utilities  use 
Intergraph's  AM/FM/GIS  and  opera- 
tional support  software  to  provide  a 
map-based  system  of  outage  manage- 
ment. "We  can  provide  a  picture  of  the 
distribution  systems  and  use  that  pic- 
ture to  identify  where  the  problem  is 
within  the  system,  and  then  optimally 
dispatch  crews  to  repair  those  prob- 
lems," says  Tony  DIMarco,  executive 
director  of  Industry  solutions  at 
Intergraph. 


'The  only  thing  that's  going  to  differ- 
entiate major  utilities  in  the  more 
competitive  environment  will  be  a  high 
degree  of  customer  service,  flexibility 
and  responsiveness,"  adds  DIMarco.  He 
feels  that  leveraging  geographic  asset 
information  that  was  once  paper-based 
is  an  Important  way  to  speed  that 
responsiveness.  "GIS  is  now  an  impor- 
tant component  in  the  strategic  use 
of  information  technology.  By  Integrat- 
ing existing  customer  and  work- 
management  data  v/ith  GIS,  utilities 
can  make  faster  and  more  Informed 
decisions,"  explains  DIMarco.  He  adds 
that  Intergraph's  Web-enabled  GIS 
also  supports  corporate  application 
systems  like  marketing  and  economic 
development. 

Read  about  how 
Intergraph's  utility  cUents 
benefit  from  spatially 
enabling  their  information 
technology,  at 
www.hemnet.com 


"Of  course,  it's  a  lot  easier  to  see  the 
peaks  and  valleys  when  you're  leading 
the  expedition." 

worldwide  growth 

AEP  Resources,  a  subsidiary  of  AEP, 
one  of  the  nation's  largest  investor- 
owned  utilities,  is  among  many  U.S.- 
based  utilities  working  to  increase  its 
presence  in  markets  overseas.  "There 
are  limited  opportunities  in  the  U.S.  for 
growth  in  the  electric  industry,  so  a  lot  of 
companies  have  started  to  look  at  inter- 
national projects,"  says  Clements. 

AEP  Resources  holds  a  50  percent 
ownership  in  Yorkshire  Electricity 
Group,  a  regional  electric  company  in 
the  already-deregulated  U.K.  Clements 
says  the  U.K.  venture  provides  AEP 
with  "the  opportunity  to  participate 
in  a  market  that  is  not  just  contemplating 
competition  but  is  actually  undergoing  a 
change  to  a  competitive  market  now." 

In  addition,  AEP  holds  a  70  percent 
interest  in  Nanyang  General  Light 
Electric  Co.,  Ltd.,  which  is  building  two 
125-megawatt  coal-fired  units  in  China. 
The  company  is  also  pursuing  projects 
in  India,  and  in  countries  such  as  Brazil 
and  Australia  that  are  privatizing  their 
utility'  assets. 

According  to  Daniele  M.  Seitz,  utilities 
analyst  at  UBS  Securities,  investing 
overseas  is  a  way  for  utilities  to  boost 
earnings  as  they  "unbundle"  and  often 
sell  off  their  generating  assets — which 
previously  represented  the  greatest 
share  of  their  balance  sheets.  "As  returns 
on  U.S. -regulated  generating  assets 
decline,"  says  Seitz,  "investments  by 
their  nonregulated  subsidiaries  abroad 
should  continue  at  an  accelerating  pace." 

What's  to  come  of  this  rapidly 
changing  industn,?  Stay  tuned  to 
v^AVW. hemnet.com,  where  we'll  track 
the  trends  and  update  the  latest  devel- 
opments as  they  happen. 


HEMISPHERE,  INC. 

T:  732/764.5000   F:  732/764.0255 
www.hemnet.com 

PRODUCED  BY  I  Hemisphere  Inc. 
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vvhen  your  customers  need  performance, 
who  mil  you  depend  on? 

In  the  new  marketplace  of  deregulated  power,  consider 
a  partnership  with  the  engineers  of  ABB. 


Vrith  all  the  hype  competitive  energy  marketing 
is  bound  to  create,  there  won't  be  any  shortage  of  questions  or  demands. 
As  a  worldwide  leader  in  products,  systems  and  services  for 
electric  power  generation,  transmission  and  distribution, ABB  is  committed 
to  providing  its  energy  partners  with  the  technical  solutions  necessary 
for  this  newly  competitive  environment. 

As  evidence  of  that  commitment, ABB  developed,  instiUled  and  is 
engaged  in  final  testing  of  a  POWER  MANAGEMENT  SYSTEM— the  foimdaUon 
technology  for  CALIFORNIA'S  INDEPENDENT  SYSTEM  OPERATOR'S 
computer  system — idl  in  only  seven  months. 

VCTiile  tliis  feat  astounded  industry  experts  (many  initially  said  it 
couldn't  be  done)  it  underscores  the  level  of  cooperation  and  teamwork 
between  ABB  imd  its  utility  partners. 

Perhaps,  it  also  goes  a  long  way  to  answering  one  of 
your  more  pressing  concerns.  To  find  out  more  about  a  woridng 
partnership  with  ABB  call  l-80(Ki35-6523. 


lBB  Information  Systems 


iV  li  li 


vww.abb.conVis 
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IN  A  DEREGULATED  WORLD, 
IT  PAYS  TO  DO  BUSINESS 


WITH  SOMEONE  WHO'S 
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BEEN  AROUND  THE  BLOOK 
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/vnd  that's  just  today. 

Sure,  that's  a  lot  of  ground  to  cover  in 
24  hours  But  whats  even  more  amazing  is 
that  we  did  it  without  ever  leaving  the  office. 

That's  because  we're  reading  nearly 
700,000  meters,  dozens  of  times  a  day,  with 
the  lowest-cost  data  communications  network 
there  is.  And  providing  a  competitive  advantage 
for  partners  like  Kansas  City  Power  &  Light. 


WIU  YOU  BE 
CELINET  READY?  ] 
OR  NOT. 

1 .600.256.6304 


Northern  States  Power,  Union  Electric. 
Puget  Sound  Energy  and  PG&E. 

Our  advanced  technology  has  the 
power  to  turn  kilowatts  into  megabytes 
of  real-time  information  that  can  be 
used  to  streamline  operations. 


We  ensure  peace  of  mind  with  a 
secure  network  service  that  puts  you  in 
total  control  over  your  data.  Plus,  you'll  be 
fully  prepared  to  meet  any  deregulatory 
standard  with  an  open  architecture  that's 
as  scalable  as  it  is  flexible. 

For  more  information,  give  us 


CELLNET        „    ,    ,  ,        „  ,,  .  , 

improve  profitability  and  retain      data     systems      a  call  and  ask  tor  our  Vno]]\c\a\. 
and  acquire  new  customers  with  enhanced  Guide  to  T)trcg\Aanon.  We  could  be  up  and 

services  and  lower  rates.  running  around  your  block  before  you  know  it. 


hDp.Z/www  cellnel  com     125  SHOREWAV  ROAD.  SAN  CARLOS.  CA    94070 
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Japan's  financial  crisis  lias  created  an  unprecedented  opportunity 

for  U.S.  financial  technology.  Look  out,  Nomura:  Here  comes  Merrill  Lynch. 

Where  do  you  buy 
your  rice  calces^ 


By  Neil  Weinberg 

Despite  a  brief  mid-November  rally 
in  the  Nikkei  average,  there's  still 
plenty  of  gloom  in  Japan.  Donald 
Mulvihill,  president  of  Goldman 
Sachs  Asset  Management  Japan, 
doesn't  share  in  the  gloom.  Mulvihill 
spent  years  haggling  with  the  Min- 
istry of  Finance  for  licenses  to  oper- 
ate institutional  portfolios  and  mutual 
fiinds  under  one  roof  and  make  effi- 
cient use  of  Goldman's  fund  man- 
agement and  other  resources.  He  got 
his  wish  two  years  ago.  Since  then 
Goldman  Japan's  assets  under  man- 
agement have  gone  from  about  $1.5 
billion  to  $10  billion.  Mulvihill  ex- 
pects to  see  even  more  growth  next 
year  when  he  can  begin  selling  retail 
fiinds  through  Japanese  banks. 

Because  they  were  so  heavily  pro- 
tected, Japanese  financial  institutions 
monopolized  their  rich  domestic 
market.  But  die  same  absence  of  out- 
side competition  also  made  diem  weak 
and  sloppy.  Witness  last  month's  fail- 
ure of  Hokkaido  Takushoku  Bank, 
formerly  one  of  Japan's  ten  giant 
"city"  (commercial)  banks.  As  Japan 
deregulates,  this  is  presenting  a  glit- 
tering opportunity  to  marketing-savxy 
U.S.  money  managers.  From  broker- 
ing to  banking  to  asset  management, 
U.S.  outfits  are  already  cashing  in. 

Wliich  were  the  top  trading  houses 
on  the  Tokyo  Stock  Exchange  in 
October.^  Not  Nomura  and  Daiwa,  as 
in  the  past.  They  were  Merrill  Lynch 
and  Morgan  Stanley  Dean  Witter. 

Mark  O'Friel  is  Morgan's  head 
equity  trader  in  Japan.  Block  and  pro- 
gram trades  for  Japanese  clients  now 
account  for  a  large  portion  of 
Morgan's  business  and  billions  of 
dollars  a  month  in  trading  volume. 

For  those  who  doubt  that  Japan  is 
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Troubling  times 
at  the  Tokyo 
Stock  Exchange 
Japanese  firms  no 
longer  have  the 
luxury  of  putting 
cozy  relations 
ahead  of 
respectable 
returns.  That 
spells  boom  times 
for  U.S.  bankers, 
brokers  and  asset 
managers. 


sincere  about  deregulating,  O'Friel 
has  news:  "I've  been  here  since 
1984,  and  in  the  last  year  there's 
been  more  change  than  at  any  other 
time.  This  market  has  moved  from 
one  based  on  relationships  to  one 
where  asset  owners,  meaning  pen- 
sion funds,  are  demanding  that  asset 
managers  perform." 

Performance.^  That's  almost  a  new 
concept  in  Japan,  where  for  decades 
investors  were  expected  to  hand  their 
business  to  the  established  hc^uses 
and  not  ask  too  many  questions. 

This  is  good  news  for  smaller  but 


growing  Japanese  firms  as  well.  It 
makes  it  easier  for  them  to  tap  for- 
eign markets  for  capital.  Nichiei,  a 
highly  profitable  lender  to  small  busi- 
nesses, wasn't  keen  on  issuing  new 
equity  in  down-and-out  Tokyo.  In 
late  October  Union  Bank  of  Switzer- 
land was  lead  manager  for  Nichiei  in 
the  largest  pure  overseas  share  issue 
ever  by  a  Japanese  firm.  The  $462 
million  London-based  offer  was 
100%  oversubscribed. 

Shinsaku  Kakuno  of  Nichiei's  cor- 
porate planning  division  explains  the 
decision  to  go  widi  a  European  under- 
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writer:  "You  should  always  buy  rice 
cakes  from  die  rice  cake  merchant." 

Japanese  financial  outfits  are  scram- 
bling to  become  better  rice  cake  mer- 
chants themselves.  Nippon  Credit 
Bank  has  tied  up  with  Bankers  Trust 
to  securitize  troubled  assets  and  help 
handle  foreign  operations.  Nippon 
Life,  Japan's  largest  institutional  in- 
vestor (assets,  $328  billion),  has 
turned  to  Putnam  Investments  for 
fiind  management  know-how.  Sumi- 
tomo Life  is  working  with  the  Frank- 
lin Templeton  Group. 

Sumitomo  and  outfits  like  it  realize 
they  must  modernize  their  financial 
technology  or  lose  out  to  rivals  like 
Fidelity  Investments.  In  June  the  U.S. 
investment  giant  received  a  Japanese 
securities  license.  It  will  begin  broker- 
ing securities  by  year's  end  and  tele- 
marketing mutual  funds  in  1998. 
Citibank  Japan  already  has  perhaps 
$10  billion  in  deposits.  When  banks 
are  permitted  to  begin  freely  selling 
mutual  flinds  next  year.  Citibank  will 
roll  out  several  of  its  own. 

"We  can  skim  away  a  lot  of  con- 
sumers who  don't  trust  [Japanese] 
institutions,"  says  Robert  Berardy,  Citi- 
bank N.A.'s  vice  president  in  charge  of 
Japanese  consumer  banking.  Japanese 
not  trust  their  own  institutions.^  Why 
should  they  when  they  see  their  dismal 
results? 

Price  Waterhouse  aims  to  add  hun- 
dreds of  experts  to  its  Japanese 
branch  to  handle  a  growing  consult- 
ing practice  in  computer  systems  inte- 
gration, mergers  and  acquisitions, 
project  finance  and  international  tax- 
ation. It  even  has  a  small  "sharehold- 
er value"  practice  to  advise  Japanese 
firms  in  the  novel  concept  of  trying 
to  please  their  shareholders. 

Broadview  Associates,  a  Fort  Lee, 
N.J. -based  high-tech  merger  and 
acquisition  adviser  (Forbes,  Apr.  21), 
is  setting  up  in  Tokyo.  Brian  Riordan, 
a  Broadview  senior  associate,  recalls 
how  the  president  of  a  publicly  listed 
Japanese  semiconductor-equipment- 
maker  brushed  off  investment  over- 
tures from  some  of  Broadview's  U.S. 
clients  in  August.  By  October  the 
firm's  stock  was  down  50%  and  the 
president  was  on  the  phone  to  Broad- 
view. Suddenly  it's  like  that  all  over 
Japan:  The  doors  are  opening,  the 
shutters  are  coming  down.  tM 


Lincoln  makes  a  ton  of  money  for  Ford,  but  its  market 
share  is  steadily  slipping  away.  The  sporty  new  LS 
models  are  still  more  than  a  year  in  the  future. 

Lincoln  redux 


By  Terril  Yue  Jones 

Ford's  Lincoln  division  expected  to  a  new  car.  The  Town  Car  remains  the 
build  18,000  of  its  superdeluxe  Navi-  only  flill-size  rear- wheel-drive  vehicle  in 
gators  this  year,  but  now  expects  to  the  $40,000-range,  luxury-sedan  seg- 
build  as  many  as  30,000.  This  is  great 
news  for  Ford  because  the  $41,500 
(average  sticker  price)  sport  utility 
vehicle,  which  Lincoln  introduced  in 
July,  was  a  relatively  cheap  develop- 
ment project,  built  on  the  same  chassis  Sporty  luxury  four-doors,  the  six-cylin- 
as  the  Ford  Expedition  and  bestselling  der  LS6  and  eight-cylinder  LS8  are 
F-series  pickup  truck.  This  means  considerably  smaller  than  the  typical 
extra-fat  profit  margins.  Lincoln  and  intended  to  compete  in 
Now  Ford  is  tackling  the  rest  of  the  the  $30,000-to-$35,000  range  against 
aging  Lincoln  line.  And  none  too  the  BMW  5  series,  Mercedes-Benz's  C 
soon:  The  median  Lincoln  buyer  is  65.  class  and  Lexus'  ES  300. 
Though  popular  as  a  limousine,  the  The  LS  models  are  also  important 
highly  profitable  Lincoln  Town  Car  to  Ford  since  they  mark  the  first  real 
looks  to  most  Americans  like  grandpa's  integration  of  Jaguar,  which  Ford 
car  and  rides  more  like  a  boat.  To  spiff  bought  in  1989,  into  the  global 
up  the  image,  in  late  November  Lin-  Ford  lineup.  The  LS  models  will 
coin  introduced  a  retooled  Town  Car.  share  a  common  platform  with  the 
It  keeps  the  trademark  Lincoln  grille  new,  smaller  Jag  due  in  1999. 
and  a  trunk  big  enough  for  four  sets  of  Under  assault  from  the  sportier  and 
golf  clubs  but  has  a  more  contempo-  somewhat  smaller  Japanese  and 
rary  shape  and  cabin,  and  overhauled  German  luxury  cars,  Lincoln's  sales 
suspension  and  brakes  to  improve  road  slipped  from  231,600  in  1990  to 
handling.  But  this  is  an  updating,  not  141,500  last  year  and  its  share  of  the 
U.S.  luxury  car  market  fell 


ment,  now  that  Cadillac  has  cashiered 
its  Fleetwood. 

Lincoln's  first  new  sedan  models  will 
not  come  until  early  1999  with  the 
brand-new  LS6   and   LS8   models. 


Updates 


Model 

Price 

Target 
age 

Median 
Income 

Town  Car 

$38,500- 
$42,500 

63 

$90,000 

Mark  VIII 

$38,500- 
$39,990 

55 

$100,000 

Continental  $38,500 

55 

$120,000 

Navigator 

$39,950- 
$43,300 

48 

$110,000 

Lincoln's  new  lineup  of  luxury  cars  aims 
at  specific  age  groups  and  income  levels. 


from  19%  to  12%.  Ford 
cannot  afford  to  let  this 
continue:  Luxury  is  where 
the  big  money  is,  with  net 
margins  on  Lincolns  run- 
ning 7%  to  8%,  more  than 
double  Ford's  overall  av- 
erage. Last  year  Lincoln 
accounted  for  only  3.6% 
of  Ford's  vehicle  sales  but 
about  10%  of  its  $4.4  bil- 
lion total  profit. 

With  the  Navigator 
and  the  coming  LS 
models,  Lincoln  should 
again  become  a  more 
potent  competitor  in  the 
most  profitable  part  of 
the  car  market.  Better  late 
than  never.  ^ 
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GE  Capital  Assurance 
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'd  rather  my  family  looked  up  to  me  than  after  me. 

lobody  wants  to  be  another's  burden.  But  with  2  in  5  people  over  age  65  expected  to  spend  some 
time  in  a  nursing  home,  it  makes  sense  to  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  hfe  savings  or  Medicaid.  C.iU  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

IVe  bring  good  things  to  life. 

A  GE  Capital  Services  Company 

©  1996  GE  Capital  Assurance.  Coverage  in  New  York  is  uiidoiw  i  itieii  b\  CIE  t"jpit,il  Lite  Assurance  Company  of  New  York. 
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Wall  Street  swarms  with  highly  paid 
security  analysts,  loaded  with  advanced 
degrees  and  surrounded  by  hype. 
So  how  come  there  are  so  many 
unpleasant  earnings  surprises? 

See  no  evil^  ^ 
speak  no  evil 


By  Gretchen  Morgenson 
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Stock  price  (ratio  scale) 
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The  writing  on  tiie  wall 
at  Oxford  Health  Plans 


60 


i 


8/94  Stephen 
Wiggins,  Oxford's 
CEO,  sells  30,000 
shares  for 
$2.1  million. 
9/S4  Analyst 
Thomas  Hoddap 
of  Robertson, 
Stephens  pens 
a  133-page  report 
touting  OXHP. 


10/94  Atlantis 
Investment's  Anne 
Anderson  questions 
nine  restatements 
of  membership  rolls 
made  by  OXHP. 
Management  declined 
to  comment  on  the 
discrepancies. 
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On  June  5  Anne  K.  Anderson,  an  independent  analyst 
at  Adantis  Investment  Co.  in  Parsippany,  N.J.,  stuck  her 
neck  way,  way  out.  She  published  a  research  report  on 
Oxford  Health  Plans,  the  $2  billion  (sales)  health  main- 
tenance organization  located  in  Nor  walk.  Conn.  Lots  of 
analysts  were  writing  about  Oxford,  but  what  made 
Anderson's  effort  different  was  that  she  was  profoundly 
bearish  on  the  stock.  "SELL,"  her  report  began,  "Signs 
of  Trouble  Ahead." 

Of  the  30  or  so  analysts  covering  Oxford,  Anderson 
was  the  only  one  who  didn't  love  the  stock.  From  the 
time  it  went  public  in  1991,  she  had  been  one  of  the 
company's  fans  and  had  owned  the  stock  herself  and  rec- 
ommended it  to  her  hedge  fund  and  money  manage- 
ment clients.  About  three  years  ago,  when  she  believed 
the  stock  to  be  overvalued,  her  firm  bailed  out.  Then  she 
began  to  see  troubling  signs. 

Anderson  noted  discrepancies  between  the  membersliip, 
claims  and  premium  numbers  Oxford  filed  with  state 
insurance  regulators  and  what  the  company  told  analysts 
and  shareholders.  The  picture  drawn  for  shareholders  was 
considerably  sunnier  than  the  one  drawn  for  regulators. 


By  this  summer  the  signs  had  become  seriously  alarm- 
ing: an  explosion  in  premiums  receivable  during  fourth- 
quarter  1996,  glacially  slow  payments  to  doctors,  cHmbing 
medical  claims.  Medical  expenses  as  a  percentage  of  premi- 
ums booked  had  risen  to  86.6%  at  Oxford's  New  York 
HMO,  almost  6.5%  higher  than  the  compan)-  had  reported. 
"The  company  may  not  be  as  profitable  as  it  appears  to  be 
on  results  reported  to  stockholders,"  stated  Anderson. 

The  market  just  shrugged.  Not  a  single  other  analyst 
wrote  about  what  Anderson  had  seen.  The  stock  was  then 
trading  at  S67,  up  almost  40%  fi^om  a  year  earlier  and  at  a 
price/earnings  ratio  of  around  40.  Later  that  month  the 
market,  ignoring  Anderson,  sent  the  shares  to  S81,  then  in 
August,  to  $89. 

In  the  Monday,  Oct.  27  issue  of  the  Wall  Street 
Journal^  UBS  Securities  analyst  Christine  Bennis  Arnold 
said  that  Oxford  would  demonstrate  continued  strong 
earnings  growth. 

The  ink  was  hardly  dry  on  that  issue  of  the  Journal  when 
Oxford  management  held  a  conference  call  with  analysts. 
Its  import  was  shattering:  Anderson  was  right,  all  the  other 
analysts  were  wrong.  Oxford  Chief  Executive  Stephen 


4/96  Merrill  Lynch; 
taotdman,  Sachs; 
Montgomery;  and 
Robertson,  Stephens 
comanage  OXHP 
I  stock  offering  of 
5.2  million  shares. 
The  company  raises 
$220  million. 


1996 


11/96  Wiggins  sells 
420,000  shares  for 
$22  million. 
12/96  OXHP  cus- 
tomers complain 
of  inaccurate  billing; 
physicians  report 
OXHP's  nonpayment 
of  bills. 


\ 


5/97  OXHP  says  it's 
paying  claims  faster. 
8/97  OXHP's  second 
quarter  strong; 
Wiggins  resigns  CEO 
post,  remains  chair- 
man, says  all  claims 
will  be  paid  within 
30  days  from  now 
on. 


2/97  OXHP  1996 
results  show  surge  ' 
in  premiums 
receivable,  medical 
claims  payable. 
3/97  N.Y.  Attorney 
General  asks  OXHP 
for  data  on  nonpay- 
ment of  claims. 


V97, 10/97  Buy, 
buy,  buy,  say  Bear, 
Stearns;  Merrill 
Lynch;  Montgomery; 
First 
Boston; 
Robertson, 
Stephens. 
Atlantis  has  The 
Street's  only  "sell" 
on  OXHP. 


8/97  Three  operat- 
ing officers  sell 
'Stock,  reaping  $6.7 
million.  CFO  Drew 
Cassidy  sells  $1.5 
million  worth; 
Wiggins  sells  $15.3 
million 
in  stock. 


1997 


10/27/97  Oxford 
estimates  third-quar- 
ter loss  of  $53  mil- 
lion. Medical  costs 
up,  membership 
down. 

11/97  Actual  loss: 
$78  million.  Chief 
Financial  Officer 
Cassidy  resigns. 


Source;  Telemet  Orion. 
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Of  the  30  ANALYSTS  follow- 
ing Oxford  Healthcare,  only 
Anne  K.  Anderson  of 
Atlantis  Investment,  an 
independent  research 
firm,  dared  to  rate  this 
stock  market  darling 
a  "sell."  One  of 


Anderson's  early 
1994  reports  men- 
tioned a  34%  dropout 
rate  that  Oxford  reported 
to  New  York  State  regula- 
tors. This  elicited  an  angry  memo  from 
Drew  Cassidy,  then  Oxford's  chief  finan- 
cial officer.  "Adantis  Research  has  grossly 
distorted  the  information  available  in 
state  insurance  filings,"  the  memo  stated, 
"without  ever  contacting  anyone  at 
Oxford."  In  fact,  Anderson  had 
called  Cassidy  repeatedly  for  answers. 
In  April  of  this  year  Anderson  was 
disinvited  fi-om  Oxford's  analyst  confer- 
ence. Other  analysts  covering  Oxford  chid 


J^< 


ed  her.  "They'd  say,  'Your 
views  are  sour  grapes,  you've 
been  wrong  for  so  long. 
Don't  you  know  this  is  an 
unstoppable  company?'" 
Meanwhile,  insiders  at 
Oxford  were  selling  large 

chunks  of  their  stock. 
Oct.  8:  Oxford's 
stock  climbed  to 
$72.  Thomas 
Hoddap,  an  ana- 
lyst at  one  of 
Oxford's  investment 
bankers,  Robertson, 
Stephens,  exulted  about  Oxford: 
Buying  opportunit}^  ahead  of  solid 
[third]  quarter  .  .  .  long-term  economic 
risks  are  behind.  ..."  Less  than  one 
month  later,  Oxford  reported  a  third- 
quarter  loss  of  $78.2  million.  .  .  .  Stock 
down  by  62%.  ...  Of  the  18  analysts  rec- 
ommending the  stock,  only  6  maintained 
buy  ratings .  -G .  M .  ^M 


Wiggins  announced  a  mortifying  third-quar-      ^"  ^^          and  short,  is  up  36%  so  far  this  year. 

ter  loss  of  at  least  83  cents  per  share,  compared  with  the  The  situation  that  Olstein  describes  is  understandable. 

previous  year's  per-share  earnings  of  33  cents.  Since  1990,  and  even  before,  the  market  has  been  good  to 

When  it  opened  for  trading  on  Monday,  the  stock  optimists  and  harsh  on  pessimists.  It  has  paid  people  to 

plunged  fi-om  $76  to  around  $23  in  one  day  of  trading,  look    at    the    world    through    rose-colored    glasses, 

erasing  $4.2  billion  in  market  value.  Exuberance,  not  rationality^,  has  been  the  order  of  the  day. 

Anderson  was  one  of  the  few  Oxford-watchers  not  The  October  1997  crash  may  have  changed  all  that, 

surprised  by  the  reversal  of  fortune.  "There's  a  conspira-  Listen  to  Ben  Zacks,  executive  vice  president  at  Zacks 

cy  among  Wall  Street  analysts  not  to  notice,"  she  says.  Investment  Research  in  Chicago.  "The  third  quarter  of 


'It's  my  view  that  when  one  company  outshines  all  oth- 
ers in  its  industry  to  the  extent  Oxford  did,  someone 
should  question  it." 

How   many   Oxfords   lurk?    How   many   aggressive 


1997  was  the  zenith  in  company  earnings  exceeding 
expectations,"  he  says.  "We  are  now  mo\ing  toward  years 
of  estimate -cutting,  which  is  not  positive  for  stock  prices. 
There's  no  stronger  factor  in  the  market  than  when,  as 


accounting  practices  and  deteriorating  profit  margins  are  analysts  cut  estimates,  stocks  are  marked  down." 

being  ignored  by  analysts  who  see  no  evil,  hear  no  e\il,         At  7650  on  the  Dow,  you  can  get  vertigo  looking  at  the 

speak  no  evil?  downside.  Yet  the  Wall  Street  consensus  remains  relent- 

Oxford  is  certainly  not  the  first  case.  In  a  still-high  lessly  upbeat, 
stock  market  where  even  bad  news  is  seen  as  good  news.         Why  weren't  the  analysts  touting  Oxford  out  talking 

the  chances  are  that  there  are  plenty  more  Oxfords  out  to  the  doctors  who  weren't  getting  paid?  Why  weren't 

there.  In  1997  Dr.  Pangloss  is  alive  and  well  and  living  they  reading  the  documents  Oxford  filed  with  regulators 

on  Wall  Street.  and  noting  the  discrepancies?  George  Jacobsen,  a  money 

"Wall  Street  research  has  deteriorated  significantiy  in  the  manager  at  Trevor,  Burton,  Stewart  &  Jacobsen,  Inc., 

past  five  years,"  says  Robert  Olstein,  a  30-year  Wall  Street  believes  Wall  Street  research  is  less  reliable  today  than  it 

veteran  who  manages  a  $215  million  (assets)  mutual  fiind  was  in  the  recent  past. 

called  the  Olstein  Financial  Alert  Fund.  "But  who  cares         "There's  not  a  lot  of  independence  of  thought  out 

when  everybody's  right?"  there,"  says  Jacobsen.  "Which  is  what  happens  when  you 

Olstein  is  not  a  sold-out  bear  fiill  of  sourness  at  haxing  have  a  long  period  where  earnings  keep  getting  better." 
missed  the  great  bull  market.  From  1970  to  1980  he  coau-  Complacency,  it's  called.  Da\id  Tice,  a  money  manager 

thored  the  respected  Quality  of  Earnings  Report  news-  who  publishes  a  newsletter  called  Behind  the  Numbers, 

letter,  which  looked  behind  the  numbers  companies  were  says:  "Analysts  have  become  reporters  for  the  company.  If 

reporting.  His  two-year-old  fimd,  which  invests  both  long  management  says  everything's  okay,  everything's  okay." 
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Everything  at  Green  Tree  Financial,  the  $930  million 
(revenues)  originator  of  manufactured-home  loans,  had 
been  okay  throughout  1997.  Or  so  management  had 
said.  Then,  on  Friday,  Nov.  14,  everything  wasn't  okay. 
It  seemed  that  customers  were  paying  off  their  debt 
obligations  to  the  company  faster  than  management 
had  assumed,  which  meant  that  profitable  loans  were 
being  taken  off  the  books.  The  stock  lost  22%  of  its 
value  that  day. 

Steven  Eisman,  lawyer- turned- analyst  at  CIBC 
Oppenheimer,  wasn't  surprised  at  Green  Tree's  reverses 
(see  box,  p.  167).  Neither  were  those  customers  of  the  firm 
who'd  read  his  recent  research  reports.  He'd  been  cautious 
about  the  company  since  April  1997,  and  in  an  Oct.  20 
report  he  worried  about  the  company's  rapidly  increasing 
prepayment  speeds.  Eisman 's  report  stated:  "Despite  all 
the  positive  trends  at  the  company,  we  are  not  comfortable 
with  the  stock." 

Twenty-three    other   analysts    cover 
Green  Tree,  but  Eisman  stood  alone 
in  his  caudous  view.  What  made  a 
skeptic   of  him.>  Homework, 
plain  and  simple. 

Poring    over    prepayment 
schedules   for   die   company's 
mortgage  pools,  Eisman  noted 
that   Green   Tree's   customers 
were  paying  down  their  mort- 


gages faster  than  they  had  been.  Why  did  the  others  ignore 
the  worrisome  trend.^  Perhaps  because  it  had  paid  for  so 
long  to  be  bullish  on  the  stock  that  they  simply  weren't 
looking  for  bad  news. 

Of  course,  there's  a  more  cynical  explanation:  A  rosy 
research  report  can  mean  the  difference  between  win- 
ning the  lucrative  manager's  spot  on  a  debt  or  equity 
offering  for  a  company  and  not  participating  in  the 
underwriting  at  all.  Green  Tree,  with  its  constant  stream 
of  mortgage  securitizations — S4  billion  in  loans  were 
originated  in  1997  alone — is  an  enormous  source  of 
banking  fees  to  Wall  Street.  If  you're  an  analyst  at  a  firm 
looking  to  get  some  of  Green  Tree's  securitization  busi- 
ness, which  do  you  think  will  get  you  there  quicker:  a 
negative  report  or  a  positive  one.' 

Time  was  when  analysts  were  paid  a  salary  and  bonus 
based  on  trading  revenues  generated  by  their  recommen- 
dations.   Today   most   of  an    analyst's   compensation 
derives  from  inxestment  banking;  revenues — fees 
^^WJ|^\  earned    from    initial    public    offerings,    sec- 

^'^'''(It  ondary  issues,  debt  offerings,  even  mergers 

^  ^"4  and  acquisitions. 

If  nothing  else  does,  this  compensa- 
tion system  almost  guarantees  sunny 
analyses.  This  trend  began  in  earnest  in 
die  mid-  to  late- 1980s,  when  mergers 
and  acquisitions  acti\ities  reached  a  fever 
pitch  at  the  same  time  that  conimis- 


It  pays  to 


be  positive 


Imnet  Systems 

stock  price  (ratio  scale) 


Imnet  Systems  Inc.  is  an  Alpharetta,  Ga.- 
based  company  that  designs  and  manufac- 
tures hardware  and  software  systems  to 
index  and  store  X  rays,  physicians'  files  and 
the  like  for  the  health  care  industry. 
Brought  public  by  technology  brokerage 
firm  Volpe  Welty  in  July  1995  at  $12, 
Imnet  began  a  quick  climb  to  $42.50 
this  year.  Though  the  company  made 
only  $7  million  for  the  year  ended 
in  June,  its  market  cap  reached 
around  $420  million. 

Of  the  analysts  at  the  eight 
firms  tracking  the  company,  the 
most  vociferous  bull  was  Scott  A. 
Remley  of  Robinson-Humphrey,  a 
regional  firm  in  Imnet's  backyard. 
Just  this  year  Remley  issued  no 
fewer  than  eight  buy  recommen- 
dations on  the  stock.  On  Sept.  3, 
with  the  stock  near  $35  a  share, 
Remley  raised  his  estimates  for  the 
company's  current  year.  "We  believe  these  estimates  to 
be  conservative,"  the  report  stated. 

Conservative.>  By  the  June  quarter  Imnet's  receivables 
had  ballooned  to  220  days'  worth,  and  cash  flow  con- 


Inc. 


6/96 


12/96 


L tinned  to  be  negative.  On  Sept.  30  the  com- 
pany dropped  a  bomb:  It  \\'as  delating  the 
filing  of  its  annual  10-K  with  die  sec. 
Seems  ki\\ig  Peat  Marwick,  its  auditors  and 
die  SEC  had  recei\'ed  a  series  of  anony- 
mous letters  questioning  Imnet's  financial 
statements.  Imnet  said  ktmg  needed 
more  time  to  complete  its  audit. 
^         Investors  fled;  the  stock  lost  one-third 
of  its  value. 

It  got  worse.  On  Oct.  6  Imnet 
fell  another  12%,  to  ai'ound  $19, 
when  the  compan)'  said  it  expected 
to  lose  more  than  $3  million  in  the 
quarter  ended  September.  Rexenue 
at  the  company  fell  to  $8  million, 
18%  below  the  same  period  a  ycai' 
earlier.  The  stock  now  trades  around 
$16,  down  nearly  60%. 

On  No\-.  6,  a  week  after  Remley 
issued  yet  another  bu\-  recommen- 
dation on  the  company,  Imnet 
announced  a  restructuring  of  its  management  team.  The 
new  chief  financial  officer  would  be  none  other  than 
Scott  Remley. 

No,  we  didn't  just  make  this  up.  -G.M.  Hi 


6/97 


11/97 
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sions  were  getting  squeezed  thinner  and  thinner.  companies  are  concerned.  It's  pretty  much  mandatory  for 

Bruce         Wasserstein — "Bid-'em-up         Bruce" — of  major  Wall  Street  firms  to  cover  all  the  companies  in  the 

Wasserstein  Perella  pioneered  the  practice  of  using  analysts  s&p  500.  But  for  the  tliousands  of  smaller  companies  cov- 

as  salespeople.  Way  back  when  he  was  with  First  Boston  in  erage  can  be  thin.  What  determines  which  among  the 

the  early  1980s,  he  was  getting  analysts  to  accompany  him  '  smaller  companies  get  coverage? 

when  he  made  an  acquisition  pitch.  The  analyst  could  It  helps  if  die  company  has  corporate  finance  business  to 

speak  knowledgeably  about  die  business,  about  potential  hand  out:  underwri tings,  m8cas  and  the  like, 

benefits  ft-om  combining  another  firm's  operations.  It  was  Consider  the  case  of  Employee  Solutions,  a  Phoenix- 

a  kind  of  expert  testimony  in  support  of  making  the  merg-  based  company  in  the  business  of  subcontracting  to  do 

er  Wasserstein  was  peddling.  companies'  payroll,  human  resources  and  risk  management 

Today  analysts  attend  road  shows  to  help  promote  new  fijnctions.  The  only  analyst  fi-om  a  major  firm  tracking  the 

or  secondary  issues,  as  a  matter  of  course.  Sometimes  they  company  was  Stuart  Goldberg  at  Merrill  Lynch.  Surprise: 

go  well  beyond  just  saying  why  they  like  the  stock.  A  Merrill  was  trying  to  get  the  nod  fi-om  the 


broker  says,  "Sometimes  on  a  road  show  for  an 
IPO,  analysts  promise  they'll  issue  a  buy."  This 
recommendation    usually   follows    the    initial 
offering  by  a  month.  This  is  called  supporting  a 
stock.  There  is,  of  course,  no  way  of  telling 
whether  the  recommendation  is  sincere  or  sim- 
ply a  blandishment  to  assure  buyers  that  the 
firm  will  continue  to  create  demand  for  the 
stock. 

In  these  days  of  mutual  fiind  and  institution- 
al domination  of  markets,  analysts  are  more 
powerftil  than  ever.  Now,  if  they  can  land  an 
order  fi-om,  say.  Fidelity,  they  can  move 
the  market  with  a  single  sale. 

Analysts  are  particularly  pow 
erfiil   where    less-established 


Joseph  A.  Jolson  of 
Montgomery  Securities  (now  part 
of  NationsBank)  is  one  of  only  four 
analysts  tracking  Redwood  Trust,  Inc., 
a  three-year-old  mortgage  REIT  based 
in  northern  California.  The  company 
was  on  a  roll:  Assets  had  grown  from 
$122  million  in  1994  to  $3.4  bilHon  in 
June.  Its  stock  went  from  an  offering 
price  of  $15.50  in  1995  to  a  high  of 
$57.50  this  year. 

Redwood  acquires  mortgage  loans 
as  well  as  mortgage -backed  securi- 
ties that  it  pools  and  sells  to 
investors.  Redwood  needs  con- 
stant infiisions  of  capital,  which 
Montgomery  Securities  was  happy  to 
raise.  Beginning  in  August  1995  and 
running  through  April,  Montgomery 
sold  $215  million  in  common  stock 
for  Redwood.  The  last  offering 
fetched  $42.38  per  share. 

All  summer  long  Jolson  was  bull- 
ish. Redwood  would  grow  to  the  sky. 

Then  in  early  September  an  ana- 
lyst at  Furman  Selz,  a  firm  that 

166 


company  to  manage  a  secondary  issue  of 
stock. 

The  $800  million  (sales)  company 

had  a  market  cap  of  almost  $1  billion 

at  its  height  and  traded  at  almost  70 

times  earnings.  It  had  gone  from  $2  a 

share  in  1996  to  $28.63  in  February, 

largely  on  the  strength  of  three  bullish 

reports  Goldberg  penned  in  the  latter 

part  of  1996:  Aug.   15,  Nov.  13  and 

Dec.  5. 

But    Employee    Solutions   wasn't   as 

strong  as  investors  had  been  led  to 

believe.  In  mid-March  the  stock 

plunged  to  $3  when  the 

company  delayed  report- 


Love 
for  sale 


Redwood  Trust,  Inc. 

I  stock  price  (ratio  scale) 


1995 


1996 


1997 


does  little  investment 
banking,  went  negative  on 
Redwood:  In  her  report,  Jamie 
Handwerker  cut  her  earnings 
estimates  for  the  company 
because  she  foresaw  a  shortage 
of  high-quality  mortgages  to 
buy.  Redwood  fell  27%  on  Sept.  8. 
The  following  day  Jolson  covered 
himself  by  slashing  his  asset-growth 
estimates.  "Clearly  we  have  been 
wrong  about  the  company's 
near-term  growth 
prospects,"  Jolson  admits. 
He  still  rates  the  stock  a 
buy.  The  Montgomery  analyst 
says  Redwood  is  poised  to 
become  "the  Fannie  Mae" 
of  its  market — single-family 
residential  mortgages  above 
Fannie  Mae's  government- 
imposed  limit.  Maybe  so,  but 
his  clients  would  feel  better 
about  his  opinion  had  he 
warned  them  they  were  in 
for  a  27%  hit.  -G.M.  ^ 
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The  dog  ate  our  homework 


Green  Tree  Financial 

____  stock  price  (ratio  scale) 


On  Nov.  14  Green  Tree  Financial 
announced  that  prepayments  on 
some  of  its  manufactured-housing 
mortgages  would  hurt  earnings.  The 
shares  fell  20%  at  the  news.  Steven 
Eisman,  35,  an  analyst  at 
Oppenheimer  &  Co.  in  New  York, 
had  penned  several  reports  question- 
ing Green  Tree  precisely  because  he 
had  analyzed  prepayments  on  the 
company's  mortgage  pools  and 
found  them  distressingly  speedy. 

But  30  analysts  follow  Green  Tree.  Who  cared  about  a 
lone  dissenter.^  Eisman's  reports  did  not  stop  the  stock 
from  rising  from  a  low  of  $27  in  1996  to  $50  this  year. 
"The  company  says,  'Trust  me,'"  notes  Eisman. 

Most  did. 


1995 


Not  Eisman.  When  the  com- 
pany wouldn't  give  him  numbers, 
he  compiled  prepayment  data  on 
every  one  of  Green  Tree's  30 
mortgage  pools  going  back  to 
1994.  He  expressed  his  concerns 
in  an  Oct.  20  report. 

Six  weeks  later  Green  Tree 
announced  that  it  was  taking  a 
pretax  charge  to  earnings  of 
almost  $150  million.  The  com- 
pany cited  higher-than-expected 
prepayments — exacdy  what  Eisman  had  predicted.  Even 
now,  Eisman  is  the  only  analyst  at  a  major  firm  who  is 
less  than  enthusiastic  about  the  company.  But  then 
Eisman's  firm,  Oppenheimer,  has  never  underwritten  a 
Green  Tree  securitization.  -G.M.  ■ 


1996 


1997 


ing  its  fourth-quarter  results  and  warned  diat  profits  would 
be  below  expectations 

Goldberg  no  longer  works  at  Merrill  Lynch,  and  tiie 
brokerage  no  longer  follows  the  company.  The  stock  trad- 
ed recendy  at  around  $5. 

Redwood  Trust,  a  three -year-old  real  estate  investment 
trust  in  California  with  $3.4  billion  in  assets,  is  followed  by 
four  analysts.  Montgomery's  Joseph  Jolson  is  the  most 
aggressive  of  them  in  recommending  the  stock.  Since 
1995  Redwood  has  raised  $215  million  in  five  stock  offer- 
ings managed  by  Montgomery  Securities. 

When  Redwood's  shares  peaked  in  1997  at  $57.50, 
Jolson  was  banging  the  table  with  a  buy  recommendation. 
He  continued  to  issue  a  buy  in  July  and  September  even  as 
the  stock  fell  to  $29  on  investor  fears  of  a  slowdown  in  die 
supply  of  suitable  mortgages.  In  his  Sept.  9  report  he  cut 
his  6-  to  12-month  price  target,  but  continued  to  rate  the 
stock  a  buy. 

Jolson's  reports  make  an  interesting  disclosure: 
"Montgomery  Seciuities,  its  partners,  employees  and  their 
families  have  a  significant  position  in  the  shares  of  the 
issuer,  which  from  time  to  time  may  exceed  5%."  Did 
Montgomery's  insiders  follow  their  analyst's  advice  and 
hang  on  as  their  shares  tell  to  half?  Montgomery  did  not 
return  a  phone  call  from  Forbes  seeking  comment. 

As  business  news  invades  the  mass  media,  often  being 
handled  by  people  who  know  litde  about  investment  or 
finance,  analysts  gain  new  platforms  for  broadcasting  their 
messages.  Every  new  business  magazine  and  T\'  show  is 
voracious  for  material,  and  analysts  are  as  happy  to  supply 
it  as  the  hungry,  naive  reporters  and  editors  are  to  have  it. 
Yes,  sometimes  Forbes  falls  into  die  trap,  but  not  often. 

To  put  it  mildly,  investors  would  do  well  to  be  skeptical. 


Forbes  columnist  Da\id  Dreman  is  fond  of  pointing  out 
that  long-term  studies  show  that  only  29%  of  analyst  con- 
sensus estimates  comes  within  plus  or  minus  5%  of  actual 
earnings  in  any  quarter. 

In  the  real  world,  it  is  impossible  to  predict  the  fixture. 
Why  should  anyone  take  seriously  a  security  analyst's  esti- 
mates of  what  a  business  will  earn  in  1999.^  Even  the  best 
of  them  arc  subject  to  the  same  recurring  waves  of  opti- 
mism and  pessimism  that  afflict  the  rest  of  us.  And  they  are 
under  enormous  pressure  to  please  companies  that  are 
clients  of  their  firms. 

How  can  the  investor  cope!"  Here  are  a  few  tips: 

Learn  the  lingo.  That  is,  understand  a  brokerage  firm 
analyst's  rating  system.  Since  "sell"  is  a  four-letter  word 
on  The  Street,  it's  crucial  to  read  between  the  lines.  At 
BT  Alex.  Brown,  say  sources,  when  a  company  goes  from 
a  "strong  buy"  to  a  "buy,"  it's  basically  a  sell. 

Beware  of  analysts  who  keep  raising  a  company's  earn- 
ings estimates  as  its  stock  rockets. 

A  company  tiiat  falls  in  rank  from  "buy"  to  "neutral"  is 
very  likely  a  good  short  candidate. 

And,  finally,  worry  if  all  the  analysts  following  a  com- 
pany rate  it  a  "strong  buy."  If  the  analysts  are  correct,  the 
stock  price  probably  already  reflects  the  presumed  good 
news.  If — as  with  Oxford  and  Green  Tree  and  many, 
many  odiers — they  are  wrong,  you  can  lose  your  shirt, 
and  fast. 

Hey,  these  guys  are  like  CNcr^iiody  else:  They  feel  more 
comfortable  as  part  of  a  majorit\'.  It's  the  old  story:  If  you 
are  wTong  and  everybody  else  is,  too,  you  get  litde  blame. 
Nobody  loves  a  part>'  pooper.  Especially  when  die  part\''s 
been  going  on  for  years,  and  everybody's  been  haxing  a 
great  time.  §■ 
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PAUL  Fleming  ran  a  successful  Chinese  restaurant  you  better  believe  he  doesn't  waste  time  changing  the 

in  Phoenix,  P.F.  Chang's  China  Bistro,  but  when  signs  out  front:  His  vacant  sites  are  usually  filled  with  a 

he  tried  to  raise  money  to  clone  the  concept,  functioning  eatery  within  180  days, 

investment  bankers  turned  him  down.  Fortu-  From  1980  to  1988  ffca  raised  nearly  S940  million 

nately  for  Fleming,  Morton  Fleischer,  the  Scottsdale,  through  limited  partnerships.  In  1994  the  partners 

Ariz,  real  estate  mogul,  often  dined  at  his  restaurant,  rolled  up  their  interests  and  formed  a  REIT.  Since  then 

And  when  Fleming  turned  to  him  for  funding,  Fleisch-  the  company  has  broadened  its  financing  to  include 

er  said  yes.  mortgages.  Fleischer  says  he  offers  that  because  some 

Fleischer's  real  estate  investment  trust.  Franchise  chains  still  want  to  own  property. 

Finance  Corp.  of  America,  put  up  $5  million  to  build  His  formula  has  worked  well.  FFCA's  revenue — the 

two  additional  P.F.  Chang's  that  it  would  own  and  lease  bulk  of  which  is  still  derived  from  rent — is  expected  to 

back  to  Fleming.  More  funding  from  FFCA  has  helped  grow  nearly  12%  this  year,  to  $136  million.  Funds  from 

P.F.  Chang's  grow  into  an  11 -restaurant  chain  with  $50  operations — net  income  before  gains  or  losses  from  the 

million  in  sales.  sale  of  real  estate  and  depreciation — are  expected  to 

Thus  did  a  real  estate  investment  trust  expand  from  grow  9%,  to  $86  million,  this  year, 
real  estate  into  eateries.  Fleischer's  Scottsdale,  Ariz.-  FFCA  maintains  a  complex  database  of  100,000  prop- 
based  FFCA  is  now  the  largest  independent  financier  of  erties — including  information  that  enables  it  to  calcu- 


chain-restaurant  real  estate  in  the  country. 
It  has  a  market  capitalization  of  nearly  $1.5 
billion  and  a  portfolio  of  more  than  2,200 
properties  in  47  states,  carrying  such  names 
as  Burger  King,  Pizza  Hut  and  Denny's. 

"They're  like  the  Fannie  Mae  of  restau- 
rant lending,"  says  Robert  Terrano,  chief 
financial  officer  of  the  Laguna  Hills,  Calif. - 
based  Mexican  chain  Del  Taco. 

Banks  typically  have  shied  away  from 
restaurants,  deeming  them  too  risky.  But 
Fleischer  saw  opportunity. 

Back  in  1979  he  was  running  a  Hispan- 
ic radio  station  in  Phoenix  when  the  oper- 
ator of  a  local  Mr.  Donut  approached  him 
for  help  in  raising  money.  Fleischer,  who 
previously  worked  in  mergers  and  acquisi- 
tions and  had  run  an  insurance  agency,  had 
a  reputation  around  town  for  being  an 
idea  guy.  The  inquiry  got  him  thinking. 

He  reasoned  that  it  made  more  sense  for  restaurant 
operators — including  franchisees  for  major  chains — to 
lease  their  properties  rather  than  tie  up  their  precious 


FFCA  is  now 
setting  its  sights 
on  financing 
convenience  and 
automobile  ser- 
vice stores.  Says 
Chief  Executive 
Fleischer: 
'They're  square 
boxes.  And  we 
understand 
square  boxes." 


late  accurately  the  economics  of  individual 
stores  for  restaurant  chains. 

For  example,  through  regression  analy- 
sis FFCA  underwriters  can  determine  the 
cash  flow  and  sales  of,  say,  a  Burger  King 
or  Wendy's.  The  abilit)'  to  standardize  over 
a  huge  inventory  is  FFCA's  real  likeness  to 
Fannie  Mae. 

As  a  result  of  its  system  the  company 
makes  few  mistakes.  If  the  unit  economics 
don't  make  sense,  Fleischer  passes.  He 
rejects  more  than  half  the  deals  he's  pre- 
sented. Such  scrutiny  is  the  reason  the 
company's  current  default  rate  is  0.04%; 
only  1 1  properties  in  its  portfolio  are  cur- 
rently vacant. 

Fleischer  also  reduces  risk  by  avoiding 
fast-food  fads  like  bagel  chains  and  stick- 
ing to  the  top  chains  or  proven  regional 
operators.  His  underwriters  did  let  two 
sites  for  now-tumbling  Boston  Market  get  financed.  'T 
didn't  get  there  quick  enough,"  he  admits. 

Testimony  to  Fleischer's  prudence  is  the  fact  that 


capital  in  real  estate,  through  either  a  down  payment  or  FFCA  has  funded  itself.  The  company  has  raised  cash 
other  collateral  an  entrepreneur  probably  wouldn't  have,  through  two  mortgage  securitizations  totaling  $411 
Leasing  had  always  been  an  option  in  space  that  was  million.  FFCA,  however,  will  likely  tap  the  public  mar- 
part  of  a  larger  building  or  mall — but  most  of  the  stand-  kets  in  the  future. 

alone  sites  being  built  on  busy  street  corners  or  in  shop-  Though  the  restaurant  industry  is  running  out  of 

ping  center  parking  lots  were  owned  by  the  fast- food  growth  opportunities,  Fleischer  foresees  more  business 

chain  operators.  Bad  economics,  thought  Fleischer,  who  from  consolidation. 


convinced  operators  to  allow  him  to  finance  the  real 
estate  and  then  lease  it  back  to  them.  Almost  all  of 
FFCA's  portfolio  now  consists  of  those  high-visibility 
locations. 

What  about  the  risk  of  owning  all  that  real  estate 

occupied    by    tenants    in    such    a 

volatile  business? 


Morton  Fleischer 
Good  eats  and 
great  REITs:  He 
pioneered  a  niche 
in  restaurant  real 
estate  finance. 


Tricon  Global  Restaurants,  the  PepsiCo  spinoff,  is 
expected  to  sell  most  of  its  10,000  company-owned 
restaurants  to  franchisees;  all  of  these  deals  will  need 
financing. 

No  idea  stays  exclusive  for  long,  ffca's  niche  is  get- 
ting crowded.  Other  lenders  flush  with  money  are  now- 
looking  at  the  once-lowly  restaurant  industry.  Competi- 


Tf  you  have  a  good  square  box      tion  has  squeezed  ffca's  average  sale/lcaseback  and 


on  a  good  corner  in  the  U.S.A.,  you 
can  always  rent  it  to  another  user," 
says  the  folksy  Fleischer,  60,  a  part- 
time  cowboy  who  breeds  quarter 
horses  on  his  200-acre  ranch.  And 


fixed-rate  mortgage  yields  to  9.6%  this  year,  down  from 
10%  last  year. 

So  Fleischer  is  moving  into  convenience-store  and 
automotive-shop  financing.  Says  he:  "They're  square 
boxes.  And  we  understand  square  boxes."  Hi 
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In  Brazil,  people  will  tell 
you  proudly  that  their  country's  honnegrown 
coffees  are  the  best  the  world  has  to  offer. 
They  say  that  when  you  sip  a  cup  of 
their  'cafezinho,'  you  take  inside  sonne  of  the 
spirit  of  their  country. 

Brazilians  may  also  tell 
you  about  some  other  homegrown  products 
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that  stir  local  emotions.  The  Toyota  trucks,  built 
locally  since  1959,  and  Corollas,  soon  to  be 
manufactured  in  a  new  plant  in  Sao  Paulo. 

In  26  countries  around 
the  world,  many  Toyota  vehicles  are  manufac- 
tured by  the  people  who  drive  them.  It 
helps  to  ensure  that  the  products  we  sell 
answer  the  special  needs  and  standards 
of  all  of  our  customers. 

And  our  global  commit- 
ment goes  beyond  economic  investment. 
From  educational  programs  in  Kenya,  to 
environmental  work  in  Australia  and  South 
America,  the  people  of  Toyota  are  giving  back 
to  the  communities  where  they  live. 

Here  in  the  United  States, 
there  are  Toyotas  designed  in  California, 
tested  in  Arizona,  and  built  in  Kentucky 
and  California  -  with  many  parts  coming 
from  U.S.  suppliers. 

In  communities  around 
the  world,  Toyota  is  more  than  just  a  source  of 
local  transport  -  it's  a  source  of  local  pride. 

TOYOTA  People  Drive  Us 
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While  rival  banks  are  falling  all  over  themselves  to  buy  other  banks, 
Citibank  is  walking  away  with  the  cream  of  the  tremendous  growth 
in  consumer  credit  outside  the  U.S. 

The  king  of  plastic 


By  Dolly  Setton 

Three  years  ago  Ananth  Chari,  a 
marketing  executive  in  India,  received 
in  the  mail  a  crisp  white  envelope 
embossed  with  a  blue  wave.  The 
enclosed  letter  from  Citibank  spelled 
out  the  wonders  of  easy  credit  and 
offered  him  a  Visa  card.  He  accepted. 

Accustomed  to  the  sometimes 
casual  ways  of  the  Indian  postal 
system  and  Indian  businesses,  Chari 
has  been  impressed  with  the  service. 
"One  time  the  bill  was  delayed  and 
[Citibank]  billed  me  a  late  fee.  I 
wrote  to  them,  and  the  person  in 
charge  of  client  dealings  called  me 
up.  He  was  very  courteous,  and  the 
late  fee  was  waived.  It  felt  very  good 
that  he  called.  I  didn't  expect  him  to 
call  me,  actually." 

Since  1 99 1  Citibank  has  signed  up 
990,000  such  well-off  professionals  in 
India,  who  for  convenience  and  for 
tile  prestige  of  the  Citi-branded  card 
pay  a  $20  annual  fee  in  addition  to 
interest  of  34.8%  on  their  balances. 

International  credit  cards  like 
Chan's  are  Citibank's  gro\vth  engine. 
Income  from  cards  in  1996  grew  by 
20%  in  the  39  countries  in  which  they 
were  offered,  compared  with  a 
decline  domestically. 

Citibank's  domestic  credit  card 
portfolio  is  $47  billion  as  against  about 
$9  billion  for  the  international  portfo- 
lio. Yet  this  year  Citibank  is  likely  to 
earn  nearly  half  of  its  card  income  from 
international  operations.  Some  22  mil- 
lion overseas  credit  cards  accounted  for 
25%  of  Citicorp's  1996  worldwide 
income  of  $4.2  billion. 

And  Citibank  has  barely  scratched 
the  surface.  In  Latin  America  only 
6%  of  the  adult  population  has 
cards.  In  Asia's  emerging  markets, 
the  figure  is  even  less.  The  World 
Bank  predicts  that  at  least  300  mil- 
lion more  people  will  enter  the 
middle  class  in  China  and  India 
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alone  in  the  next  15  years. 

Even  Europe — especially  Eastern 
Europe — presents  opportunities. 
"The  good  news  is  that  there's  credit 
appetite  every^^here,"  says  Charles 
Del  Porto,  the  voluble  Frenchman 
who  heads  Citibank's  European  card 
operation. 

Citibank's  card  operations  dwarf 
those  of  all  other  banks.  Supporting 
this  growth  is  Citibank's  branch  net- 
work in  43  nations.  The  one  fuels  the 
other:  The  branches  service  the  cards; 
cards,  in  turn,  are  the  means  by 
which  the  bank  markets  new  prod- 
ucts and  services. 

Citicorp  Chairman  John  Reed 
saw  early  that  the  bank  would  have 
to  go  overseas  to  grow.  He  also 
foresaw  the  saturation  of  the  U.S. 
credit  card  market.  In  the  1970s 
Reed  laid  out  a  bold  new  global 
strategy  to  make  consumer  business 
fundamental  to  Citicorp.  Credit 
cards  were  a  natural  path  to  that 
expansion.  Cards  are  the  most 
reproducible  of  Citibank's  prod- 
ucts— branded  products,  easily 
exportable  from  country  to  country. 

Reed  took  a  lot  of  flack.  He  had 
the  misfortune  to  take  the  helm  four 
years  before  the  real  estate  collapse  of 
i989-9I  almost  sank  tiie  U.S.  bank- 
ing system.  Rival  banks  questioned 
the  wisdom  of  issuing  cards  in  mar- 
kets with  annual  per  capita  income  of 
$350,  markets  with  little  credit  expe- 
rience or  information.  There  were 
glitches.  Citibank  misfired  in  Ger- 
many by  t)dng  its  Visa  card  to  a  pop- 
ular railroad  discount  card  in  a  seem- 
ingly coercive  manner.  The  result  was 
a  public  relations  fiasco. 

Learning  from  its  mistakes  and 
with  only  light  competition  at  first. 
Citibank  turned  its  extensive  con- 
sumer knowledge  and  technology 
expertise  from  the  U.S.  to  its  advan- 


tage abroad,  particularly  in  areas  of 
credit-scoring  and  collection:  "Col- 
lection is  a  very  special  technique," 
says  Del  Porto.  "We've  learned  how 
to  do  it.  Over  the  years  we  found  the 
best  way  is  to  collect  by  phone.  We 
don't  have  very  much  in  written 
warnings." 

Reed's  initiative  earned  Citibank 
nearlv  a  decade's  lead  in  internation- 
al  consumer  credit.  Hongkong  & 
Shanghai  Bank  made  cards  a  focus  in 
Asia  only  in  the  last  few  years,  and 
now  has  around  2  million  cardhold- 
ers, more  than  half  in  Hong  Kong. 
Citibank,  which  began  aggressively  in 
the  late  1980s,  has  some  12  milUon 


One  word:  plastic 

Citibank's  domestic  credit  card 
business  is  maturing.  But 
abroad,  opportunities  are  nearly 
limitless,  and  enormous  profit 
margins  are  turning  its  plastic 
status  symbol  into  gold. 


Asian  cardholders  and  is  in  most 
Asian  countries.  It  first  built  a  non- 
U.S.  card  business  in  Brazil  in  1970 
with  its  Credicard.  Citibank  now 
boasts  7  million  accounts  in  Latin 
America.  It  began  issuing  cards  in  the 
European  Union  in  1989 — in  Ger- 
many, Belgium,  Greece  and  Spain. 

From  the  start  Citibank  targeted 
the  "aspirational  class" — university- 
educated,  newly  monied  business 
professionals,  Uke  computer  engineers 
in  Southeast  Asia.  Alan  Weber,  head 
of  Citicorp's  Global  Consumer  Bank 
in  Latin  America  and  Asia,  says  these 
consumers  behave  similarly  all  over 
the  world.  They  covet  prestige  and 
convenience,  giving  Citibank  a  per- 
fect market  opening.  Prestige  brands 
like  American  Express  appealed  to  the 
upwardly  mobile  but  did  not  revolve 
balances. 

Citibank  also  built  an  infrastructure 


that  allowed  it  to  move 
into  new  countries  with 
relative  ease,  eventually 
centralizing  European 
transaction  processing 
and  card  embossing  in- 
house  in  the  U.S.,  state- 
ment printing  and  mail- 
ing in  the  Netherlands. 
The  Asian  center  is  in 
Singapore. 

This  generates  huge  economies  of 
scale,  requiring  minor  modification 
for  variables  like  currency.  By  con- 
trast, MBNA  outsources  processing  in 
the  United  Kingdom  and  is  limited 
to  those  countries  where  there  are 
third-party  processors. 

"The  best  part  of  our  business  is 


'The  good 

news 

is  that 

there's 

credit 

appetite 

everywhere." 


much  a  mobile  cookie- 
cutter  approach,"  says 
Del  Porto. 

In  time,  the  same 
factors  that  made  the 
card  business  less  prof- 
itable in  the  U.S.  will 
apply  abroad.  Here 
competition  has  all  but 
eliminated  fees,  and 
rates  are  dropping  fast. 
The  World  Wide  Web  may  hasten 
the  process,  since  it  will  make  it 
much  easier  for  customers  to  com- 
parison shop. 

But  by  then  Citibank  figures  it  will 
have  followed  its  upwardly  mobile 
Eastern  Europeans  and  Asians  into 
other  financial  services:  home  mort- 


that  we're  doing  it  in  40  countries  so  gages,  personal  loans,  pension  plans, 

if  something  works  in  any  one  of  savings.  Citibank  has  no  intention  of 

them  we  can  quickly  get  it  to  work  in  resting  on  its  laurels  while  competi- 

40,"  says  Weber.   "We  have  very  tors  catch  up.  ^ 


Net  income  margin  from  cards  (percent  of  managed  receivables) 
7% 

International 
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Team  owners,  counting  on  new  stadiums 
to  bail  them  out  from  under  crushing 
player  salaries,  are  in  for  a  rude  shock. 

Fields  of  debt 


By  Michael  K.  Ozanian 

"If  you  build  it,  they  will  come 
-Field  of  Dreams,  1989 


For  Kevin  Costner  and  his 
simple  lowa-cornfield-turned-ballpark, 
that's  indeed  what  happened.  But  in 
today's  world  of  spiffy  sports  stadiums 
and  S100,000-a-year  luxury  boxes, 
owners  better  not  count  on  it. 

Conventional  wisdom  says  that  all 
these  polished  stadiums  will  provide 
fat  profits  for  team  owners  desperate 
to  generate  new  revenues  to  pay  for  all 
that  high-priced  talent  they're  buying 
(see  sports  list,  p.  180). 

But  even  if  fans  show  up,  most 
owners  will  still  be  awash  in  debt.  An 
analysis  done  for  Forbes  by  Malcolm 
Gable  and  David  Frey  of  Coopers  & 
Lybrand  shows  that  on  average  the 
typical  new  facilit)'  doesn't  bring  an 
owner  that  much  additional  new 
money  (see  top  table,  opposite). 

Look  at  the  column  on  the  far  right 
of  the  table,  labeled  "incremental 
income."  This  shows  the  amount  of 
money  a  new  stadium  or  ballpark  gen- 
erates annually  after  debt  service  and 
other  related  team  expenses. 

For  example,  a  new  football  stadi- 


The  MCI  Center  in  Washington,  D.C. 
Over  $200  million  in  debt. 


um  will  at  most  generate  additional 
income  of  S12  miUion.  That  sounds 
like  a  lot,  but  it  can  be  eaten  up  prett)' 
quickly  by  paying  out  $11  million 
signing  bonuses  like  the  one  29 -year- 
old  Detroit  Lions'  running  back  Barr^" 
Sanders  just  got. 

The  incremental  income  fi-om  new 
arenas  for  basketball  and  hockey  is 
almost  laughable,  $5.4  million  and 
%7 .7  million,  respectively.  Despite 
mo\ing  into  a  new  arena  in  1990,  the 
financially  strapped  Minnesota  Tim- 
berwolves  basketball  team  just  signed 
21 -year-old  forward  Ke\in  Garnett  to 
a  six -year,  $125  million  contract. 

That's  more  than  the  entire  fran- 
chise is  worth.  Just  three  years  ago  the 
team  sold  for  $85  million. 

Just  how  heavily  leveraged  are  pro- 
fessional teams?  Forbes  did  an  analy- 
sis of  the  115  professional  sports 
teams.  The  19  most  highly  leveraged 
appear  in  the  bottom  table  (opposite). 


Twelve  have  taken  on  debt  to  finance 
new  arenas;  seven  others  to  right  oper- 
ating losses.  All  19  have  debt  levels  in 
excess  of  50%  of  their  value;  eight  in 
excess  of  100%. 

Take  the  San  Francisco  Giants,  a 
team  that  is  so  much  in  the  hole  it  has 
to  borrow  money  from  banks  just  to 
meet  its  payroll.  The  owners  hope 
that  a  new  $290  million  Pacific  Bell 
Park,  opening  in  2002,  will  make  a 
difference. 

But  don't  count  on  it.  Because  of 
years  of  operating  losses,  the  Giants' 
debt  as  a  percent- 
I  age  of  total  fran- 
I  chise       value       is 
I  already  164%.  That 
g  leverage  will  go  up 
^  even     more     once 
financing    is    com- 
plete  for   the   new 
ballpark.  The  team  is 
borrowing  $160  mil- 
lion of  the  cost  from 
banks  and  had  to  go 
hat  in  hand  to  corpo- 
rate sponsors  to  raise 
the  rest. 

Even  though  the 
Giants  have  been  in  or 
close  to  making  the 
playoffs  several  times 
over  the  last  few  years,  San  Francisco 
has  never  been  much  of  a  baseball 
town:  Regional  voters  have  turned 
down  four  pubUcly  financed  stadiums 
since  the  mid-Eighties.  Sources  esti- 
mate that  Bell  Park's  cash  flow  will  be 
better  than  VA  times  debt  service  by 
2000.  Not  a  lot  left  to  lure  talent. 

The  $170  million  Kiel  Center  in  St. 
Louis  is  a  splendid  arena  for  watching 
professional  hockey:  It  has  plentiftil 
parking,  an  elegant  restaurant  and 
over  90  luxury  corporate  suites  pro- 
\iding  excellent  views  of  the  ice. 

But  the  St.  Louis  Blues  is  a 
mediocre  team  that  has  only  made  it 
past  the  first  round  of  the  National 
Hockey  League  playoffs  once  since 
moving  into  the  center  in  1994.  The 
owners,  a  hmited  partnership  of  19 
companies,  cut  the  pa>Toll  to  cushion 
the  debt  service  on  the  nearly  $100 
million  they  borrowed  to  finance  the 
arena.  Last  year  the  partnership  anted 
up  $17  million  from  their  own  pock- 
ets to  cover  the  previous  year's  oper- 
ating losses.  They  must  wish  the  stadi- 
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um  had  never  gotten  off 
the  drawing  board.  The 
team  is  a  prime  candidate 
for  sale. 

Abe  Pollin,  owner  of  the 
NBA  Washington  Wizards 
and  the  NHL  Washington 
Capitals,  is  hoping  a  new 
D.C.  building  can  attract 
more  fans  for  his  struggling 
franchises.  Both  money- 
losing  teams  will  start  play- 
ing next  month  at  the  new 
MCI  Center,  which  Pollin 
had  to  finance  privately. 

Pollin  has  taken  on  an 
estimated  $225  million  in 
debt  to  finance  the  arena, 
pledging  part  of  each  team 
as  collateral.  It's  too  early  to  tell  how 
this  one  will  work  out,  but  it  doesn't 


Much  pain,  little  gain 

Leagues  building  new  venues 


Total 
cost 
($niil) 


— Contribution — 
taxpayer   private 


Revenues'    Income^ 
— incremental — 
(Smil) 


Major  League  Baseball 

$269 

77% 

23% 

$19.1 

$12.7 

National  Basketball  Association 

169 

31 

69 

17.4 

5.4 

National  Football  League 

257 

74 

26 

18.8 

12.0 

National  Hockey  League 

148 

42 

58 

15.7 

7.7 

NHL  and  NBA  (shared  venue) 

191 

11 

89 

20.3 

11.6 

Figures  are  averages  for  facilities  opened  since  1990.  'Per-team  annual  average  generated  from 
new  facilities,  net  of  operating  expenses.  Excludes  naming  rights  and  personal  seat  licenses. 
'Annual  incremental  revenues  less  debt  service  on  the  facility. 

Sources:  Sports,  Entertainment  &  Leisure  Practice;  Coopers  &  Lybrand. 


New  sports  facilities  are  costing  team  owners  and  taxpayers 
a  bundle.  But  after  paying  the  facility's  operational  costs 
and  debt  service,  there's  barely  enough  money  left  to  sign 
just  one  marquee  player. 


enue  flow. 

Even  the  mighty  Chica- 
go Bulls  may  feel  a  pinch 
once  superstar  Michael 
Jordan,  34,  retires.  Jordan, 
the  top  earner  on  our  list 
this  year,  is  of  course  the 
main  draw  for  the  United 
Center's  216  luxun^  boxes. 
They  lease  for  an  average 
$125,000  a  year  and  are 
the  team's  main  revenue 
source.  The  privately 
financed  arena  carries  $140 
million  in  debt.  The  Bulls' 
franchise  is  worth  $180 
million,  according  to  team 
appraiser  Marc  Ganis  of 
Chicago's  Sportscorp  Ltd. 

If  those  championships  disappear,  \vi\\ 

the  fans  drift  awav? 


No,  it  won't  matter  that  the  Bulls 


far  has  found  no  takers. 

Here's  the  real  rub.  In  traditional 
look  good.  Paid  attendance  has  been  project  finance,  the  debt  maturity  is 
poor  for  the  Capitals  and  Wizards  in  carefially  matched  against  the  planned  would  no  longer  have  to  pay  Jordan 
their  current  venue,  the  U.S.  Air-  revenue  stream  of  a  project.  But  sports  $33  million  a  year.  Under  league  rules, 
ways  Arena.  arena  mortgages,  typically  20  to  30     teams  must  pay  out  at  least  48%  of 

Even   in   situations  where   some     years,  are  supported  mainly  by  rev-      revenues  for  player  salaries  and  bene- 
public  financing  is  involved,  teams  are     enues  ft"om  luxury  seating  and  adver-      fits.  Other  Bull  players  will  simpK'  soak 
by  no  means  off  the  hook.  The  Tampa     tising.    These    contracts    must    be      up  what  Jordan  has  been  drawing. 
Bay  Lightning's  new  $150  million     renewed  every  three  to  five  years.  Bottom-hne  oriented  Florida  Mar- 

Ice  Palace  arena  was  half  financed  by     There's  no  assurance  of  consistent  rev 
Hillsborough    County 


lins  owner 


taxpayers.  The  team's 
owner,  a  Japanese  real 
estate  development 
outfit  named  Kokusai 
Green,  put  up  the  rest. 

The  financing  terms 
call  for  the  team  to  turn 
over  all  of  its  luxury 
suite,  concession  and 
advertising  revenues  to 
the  county  until  all  the 
debt  is  paid  down.  That 
will  take  30  years. 
Meanwhile,  the  team's 
remaining  income  is 
fi-om  regular  ticket  sales, 
broadcasting  and  league 
revenue. 

Thus  the  team  is 
leveraged  to  the  hilt, 
with  debt  of  about 
$177  million,  against  a 
franchise  value  of  only 
$75  million.  Operating 
losses  have  averaged 
$16  million  over  the  last 
five  years.  The  Japanese 
owner  is  trying  to 
unload  the  team,  but  so 


Borrowing  binge 


Franchise  (league) 

Debt  as  % 

Value 

Debt' 

Principal  owner 

of  value 

($mil) 

($mil) 

current  estimates — 

Tampa  Bay  Lightning  (NHL) 

236% 

$75 

$177 

Kokusai  Green 

Ottawa  Senators  (NHL) 

196 

75 

147 

Rod  Bryden 

San  Francisco  Giants  (MLB) 

164 

125 

205 

Peter  Magowan 

Boston  Bruins  (NHL) 

130 

100 

130 

Jeremy  Jacobs 

Milwaukee  Brewers  (MLB) 

115 

100 

115 

Allan  Selig 

Miami  Heat  (NBA) 

111 

135 

150 

Micky  Arisen 

Colorado  Avalanche  (NHL) 

110 

100 

110 

Ascent  Ent  Group 

Atlanta  Hawks  (NBA) 

103 

150 

155 

Time  Warner 

Baltimore  Ravens  (NFL) 

100 

185 

185 

Arthur  Model! 

Washington  Capitals  (NHL)/Wizards  (NBA)^     96 

235 

225 

Abe  Pollin 

Minnesota  Twins  (MLB) 

95 

91 

86 

Carl  Pohlad 

St  Louis  Blues  (NHL) 

77 

125 

96 

Clark  Enterprises 

Washington  Redskins  (NFL) 

74 

215 

160 

JK  Cooke  estate 

Pittsburgh  Pirates  (MLB) 

74 

88 

65 

Kevin  McClatchy 

Seattle  Seahawks  (NFL) 

74 

190 

140 

Paul  Allen 

Carolina  Panthers  (NFL) 

69 

225 

155 

Jerry  Richardson 

Philadelphia  Flyers  (NHL)/76ers  (NBA)^ 

67 

230 

155 

ComcastSpectacor 

'Team  and  facility  liabilities  recourse  to  owner. 

^Figures  are 

combined  for  both  teams  because  they  are 

owned  by  same  entity. 

Sources:  Deloitte  &  Touche;  Price  Watertiouse;  Sportscorp;  Stadium  &  Arena  Financing  News. 

Each  of  the  four  m^or  leagues  frown  on  a  team's  having  debt 
in  excess  of  50%  of  its  value.  Even  with  big  TV  deals  and  luxury 
box  revenues,  balance  sheets  can  quickly  get  out  of  whack 
when  owners  decide  it's  worth  it  to  pay  an  athlete  $125  million 
to  dribble  a  basketball  or  $50  million  to  swing  a  bat. 


H.  Wayne  Huizenga  is 
busily  gutting  his  new 
World  Series  champi- 
onship team.  He  is  sell- 
ing off  his  best  players 
because  he  can't  afford 
them:  There's  some 
$100  million  of  debt 
on  Pro  Player  Stadium, 
and  Huizenga  himself 
has  said  that  the  Mar- 
lins are  losing  nearly 
$30  million  a  year.  The 
team  is  now  on  the 
block. 

So  as  salaries  continue 
to  rise,  look  for  cash 
crunches  in  more  fran- 
chises, sinking  team 
valuations — and  big 
changes  in  ownership. 

Brian  McGough, 
who  does  sports  invest- 
ment banking  for  J. P. 
Morgan,  diinks  as  many 
as  40%  of  the  115  pro 
franchises  will  change 
hands  in  the  next  seven 
years. 

The  question  is,  at 
what  price?  Hi 
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Coaches  and  managers  are  no 
longer  the  starvelings  at  sports'  bi 
money  feast.  Their  pay  packages 
are  beginning  to  catch  up  with 
those  of  the  players. 


»PH 


Pat  Riley  broke 
the  NBA's  glass 
ceiling.  Now  he's 
the  Heat's  presi- 
dent, coach  and 
even  part  owner. 


By  Peter  Spiegel 

When  Tommy  Lasorda  became  manager 
of  the  Los  .\i-igeles  Dodgers  in  1976,  he 
earned  S50,000.  Some  of  his  players 
earned  ten  times  that.  Lasorda  remembers 
telling  Dodger  owner  Peter  OWLilley, 
"Peter,  I  love  this  job  so  much  Fd  do  it  for 
nothing  if  I  didn't  need  the  money." 

Even  after  sports  salaries  \\ent  into  the 
stratospiiere,  the  gap  persisted.  In  199 L 
Rocket  Ismail  ^^-as  the  highest-paid  football 
plaver.  He  was  paid  S4.5  million,  while  a 
top  coach  like  Don  Shula,  then  of  the 
iMiami  Dolphins,  grossed  around 
S500,000. 

Micky  .\i-ison,  the  cruise  ship  billionaire 
and  owner  of  the  Miami  Heat,  has  helped 
change  all  this.  He  realized  that  managing 
talent  was  as  important  as  attracting  it. 
Two  years  ago  Pat  Riley  left  a  SI. 2  mil- 
lion-a-year  job  with  the  New;  York  Knicks; 
Ai-ison  induced  him  to  sign  with  the. 
Heat.  It  was  the  tlrst  really  tancy  package 
for  a  coach. 

Arison  gave  Rile\-  a  ten-\-ear,  S30  million 
salary  package  and  a  10%  ownership  stake 
in  the  team.  "I  felt  very  comtbrtable  with 
the  concept  of  his  participating  in  the 
upside  of  the  value  he  creates,"  says 
.-Vi-ison.  ''To  me,  that's  basic  business." 

Suddenly  the -gap  is  closing. 

Last  \'ear  the  Florida  Marlins  made  man- 
ager Jim  Le>-land  the  highest-paid  helms- 
man in  baset^all  histor\-,  signing  him  to  a 
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fivc-ycar  deal  that  pays  him  $1.5  million 
annually.  In  May  the  Boston  Celtics  made 
llick  Pitino  the  highest-paid  coach  in  any 
sport,  with  a  contract  worth  $7  million  a 
year,  more  than  any  of  his  players  make. 

Explains  Philadelphia  76ers  president 
and  part  owner,  Pat  Croce:  "Our  players 
are  assets.  In  the  past  we  paid  for  high- 
quality  assets,  but  we  didn't  pay  the  man- 
ager of  those  assets.  Now  we  do." 

The  average  coach  in  the  NUA  now  makes 
about  $2.5  million  annually,  $3()(),()()() 
more  than  the  average  NBA  player.  The 
same  thing  is  beginning  to  happen  in  the 
NFi..  The  catalyst  here  was  Jimmy 
Johnson's  four-year,  $8  million  deal  two 
years  ago  with  the  Miami  Dolphins,  virtu- 
ally doubling  the  salary  he  made  with  the 
Dallas  Ck)wboys. 

Baseball  has  been  the  slowest  of  the 
three  major  sports  to  make  managers  rich, 
but  it  is  learning.  St.  Louis  C:ardinals' 
manager  Tony  La  Russa  earns  about  $1.3 
million,  and  Arizona  Diamondbacks'  man- 
ager Buck  Showalter  gets  $1  million  a  year. 
C:()mpare  these  with  the  average  baseball 
player's  salary:  $1.1  million  a  year.      . 

None  of  this  stems  from  innate  generos- 
ity on  the  part  of  the  owners.  Croce,  who 
made  his  money  owning  fitness  centers, 
believes  egotistical  players  will  pay  more 
heed  to  well-paid  coaches  than  to  hungry 
ones.  Says  Croce,  "When  they  know  their 
coach  is  making  $5  million  a  year,  they 
know  they'd  better  listen  to  him." 

('oaches  and  managers  are  drinking  e\en 
now  at  the  celebrity  trough,  lliley  and 
Johnson  earn  up  to  $5(),0()()  per  speech. 
Hach  does  12  to  15  a  year,  lliley  says:  "I 
think  of  my  career  as  professional  basket- 
ball coach/speaker.  That's  what  I  do." 

Then  there  are  the  commercials.  Rilev  I 
tlogs  AI&  1  and  Chevrolet.  Johnson  | 
endorses  Denore.x  dandruff  shampoo.  | 
With  speaking  and  endorsements,  both  I 
coaches  earn  up  to  an  additional  $1  mil-  | 
lion  a  year  bevond  their  salaries.  —  - 


Well  paid  to  stalk 
the  sidelines, 
Dolphins  coach 
Jimmy  Johnson 
also  rakes  it  in 
off  the  field. 


r 

^..-.■:.A'?i^^''::rMfm 

■r    i^";       ■ 

~ 

k 

'  . ,     -  y.^  ,,' 

m 

II 

t  ■ 

'  '.-^]t  ^^^^^^^^^^^^1 

^^^^^^^^^^^^HCy?^  >^ 

e,- 

1 
1 

^_'_*-'-.»^    "''"'      " 

"1^ 


A  dilemma  for  your  accountant: 

Is  it  travel? 


"^  LINCOLN 


hh 


m 


*-  -^ 


}     \' 


m 


■#s= 


oalanced  rear-wheel-drive  chassis.  All  of  which  makes  spending  time  in  the  new  Town  Car  time  well  spent  For  more  information 
/isit  our  web  site  at  wwwlincolnvehicles.com,  or  call  1  800  446-8888  for  a  free  brochure. 


The  new  Town  Car  from  Lincoln.  What  a  luxury  car  should  be. 
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Out-of-sight  basketball  deals  pushed  up  pay  by  24% 

for  the  Forbes  Super  40  athletes.  Average  annual  take:  $17  million, 


——-J 


Jordan 


By  Peter  Spiegel 

Eleven  members  of  this  year's  Super  40  are  basketball  players, 
the  most  from  one  sport  since  we  started  tracking  athletes' 
incomes  in  1990.  Last  year  three  hoopsters — Shaquille  O'Neal, 
Alonzo  Mourning  and  Juwan  Howard — each  signed  deals  worth 
more  than  $100  million — the  first  nine-figure  contracts  in  sports 
history. 

That  in  large  part  explains  why  the  take  of  the  Forbes  Super  40 
surged  24%  last  year,  from  $556  million  to  $687  million.  Average 
per  athlete:  $17  million.  Our  40th-ranked  atlilete.  Green  Bay  Pack- 
ers quarterback  Brett  Favre,  took  in  $9.2  million. 

Michael  Jordan  continued  piling  it  up.  This  season's  salary  is  $33 
million,  wMch  will  count  more  in  1998.  It  helps  bring  his  total  take 
since  1990  to  over  $300  million  in  salary  and  endorsement  money. 

Boxer  Mike  Tyson  is  a  distant  second  at  $182  million. 

As  usual  there  were  losers  as  well  as  winners.  Nearly  half  of  last 
year's  Super  40  were  off  the  list  this  year.  Dropping  off  were  foot- 
ball players  Troy  Aikman,  Emmitt  Smith,  Steve  Young,  Neil 
O'Domiell,  John  Elway  and  Dan  Marino.  Three  basketball  players 
fell  off,  including  Patrick  Ewing  (who  will  be  back)  and  Clyde 
Drexler  (who  won't).  Boxer  Riddick  Bcwe  retired,  as  did  hockey 
star  Mario  Lemieux. 

Newcomers  include  five  basketball  players — Mourning,  Howard, 
Gary  Payton,  Horace  Grant  and  Reggie  Miller.  The  top  newcom- 
er is  a  bit  of  a  surprise,  Joe  Sacik  of  hockey's  Colorado  Avalanche, 
who  banked  a  $15  million  signing  bonus. 

All  figures  are  Forbes  estimates  for  the  1997  calendar  year.  The 
Salary/Winnings  figure  includes  salary,  prize  money  and  signing 
and  incentive  bonuses.  The  Endorsements  figure  includes  tradi- 
tional endorsement  income,  licensing  royalties,  exhibition  and 
appearance  fees  and  money  from  celebrity -related  activities  such  as 
autograph  signings  and  speeches. 

Some  of  these  folks  are  even  richer  than  we  show:  Our  num- 
bers don't  even  include  profits  from  private  businesses  or  equity 
partnerships. 
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Q  MICHAEL  JORDAN,  34 

Chicago  Bulls/1996  rank:  2 
Salary/Winnings:  $31.3  million 
Endorsements:  $47.0  million 
^  Total:  $78.3  million 


Top  this  if  you  can: 
Jordan's  new  $33  mil- 
lion contract  for  this 
season  broke  the  record 
for  the  biggest  single- 
season  salary  in  sports. 
Add  $47  million  in 
off-court  earnings,  and 
he's  the  highest-paid 
athlete  ever.  Revenues 
from  his  Space  Jam 
movie  roll  in,  as  do 
royalties  from  his 
wildly  successfi.ll 
Bijan  cologne.  But 
wait  until  next  year:  His 
new  line  of  Jordan  athletic 
shoes  and  apparel  for  Nike 
hit  the  stores  in  November. 
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Q  EVANDER  HOLYRELD,  35 

Boxing/1996  rank:  6 
Salary/Winnings:  $53.0  million 
Endorsements:  $1.3  million 
^  Total:  $54.3  million 

The  $33  million  purse  he  pulled  in  for 
the  infamous  Bite  of  the  Century  rematch 
with  Mike  Tyson  undoubtedly  eased 
the  pain  of  losing  part  of  his  right  ear. 
The  win  also  allowed  him  to  start 
a  lucrative  quest  to  reunify  the  heavy- 
weight titie,  which  he  kicked  off  last 
month  by  taking  Michael  Moorer  in  an 
8th-round  TKO.  Next  up:  A  bout  with 
Lermox  Lewis  is  expected  this  spring. 
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Q  OSCAR  DE  UV  HOYA,  24 

Boxing/1996  rank:  17 
Salary/Winnings:  $37.0  million 
Endorsements:  $1.0  million 
^  Total:  $38.0  million 


Q  MICHAEL  SCHUIVIACHER,  28 

Formula  One/1996  rank:  3 
Salary/Winnings:  $25.0  million 
Endorsements:  $10.0  million 
^  Total:  $35.0  million 


With  five  fights  this  year — including  eight- 
figure  paychecks  against  Pernell  Whitaker 
in  April  and  Hector  Camacho  in  Septem- 
ber— boxing's  Golden  Boy  put  together 
the  most  lucrative  year  for  a  nonheavy- 
weight  in  die  sport's  history.  Look  for 
even  more  big- money  bouts  next  year, 
including  a  possible  rematch  with 
Whitaker  or  a  match  with  much-feared 
welterweight  champ  Felix  Trinidad. 


Schumacher  saw  his  third  Formula  One 
tide  slip  through  his  fingers  when  he 
crashed  during  the  last  race  of  the  season. 
But  the  circuit's  most  popular  driver  just 
signed  a  new  deal  with  Omega  watches  to 
add  to  his  endorsement  portfolio,  led  by 
Nike  and  Dekra,  a  German  pollution  con- 
trol company.  His  largest  chunk  of  off- 
course  change  is  ft"om  the  Schumacher 
Collection,  a  catalog  of  more  than  50 
products,  including  toy  cais,  pit  jackets 
and  perfiames. 
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CONTRACT  QUIRKS 

Mark  McGwire/St.  Louis 
Cardinals 

McGwire  gets  $1  for  every 

fan  the  Cardinals  draw 

over  2.8  million.  Alas,  last 

year  the  club  sold  only  2.7 

million  tickets. 

Gary  Payton/Seattle 
SuperSonics 

Payton  has  unlimited  use 

of  a  luxury  suite 

at  Key  Arena,  Sonics' 

home  court 
in  downtown  Seattle. 

Brett  Favre/Green  Bay 
Packers 

Last  year  Favre  spent  a 

month  and  a  half  in  a 

rehab  center  for  painkiller 

addiction. 
If  he  relapses,  he'll  report- 
edly forfeit  a  big  chunk  of 
his  salary. 

Albert  Belle/Chicago 
White  Sox 

If  Belle  is  not  one  of  the 

sport's  three 

highest-paid  players, 

based  on  average  salary, 

the  Sox  must  give  him  a 

raise  or  allow  him  to 

become 

a  free  agent. 


f  MIKE  TYSON,  31 

Boxmg/1996  rank:  1 
Salary /Winnings:  $27.0  million 
Endorsements:  $0.0  million 
^  Total:  $27.0  million 

He's  made  a  staggering  $142  million  since 
his  release  from  prison  in  1995.  But  his 
ear-biting  attack  on  Hohiield  in  June  cost 
him  $3  million,  the  largest  fine  in  sports 
history,  and  put  his  whole  career  in  jeop- 
ardy. The  Nevada  State  Athletic  Commis- 
sion will  decide  whether  or  not  to  lift 
Tyson's  ban  from  the  ring  at  a  hearing 
next  summer.  The  former  champ  has  said 
he  expects  the  commission  to  hold  his 
license  for  at  least  another  year. 
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TIGER  WOODS,  21 

Golf/ 1996  rank:  26 
Salary/Winnings:  $2.1  million 
Endorsements:  $24.0  million 
^  Total:  $26.1  million 

First  man  ever  to  earn  $2  million  on  the 
PGA  Tour,  the  first-\'ear  pro  and  Masters 
champ  is  already  the  second-best-paid 
endorser  in  sports.  To  his  blue-chip  deals 
with  Nike  and  Titlcist  he's  added  .Ameri- 
can Express,  Rolex  and  Japanese  coffee- 
maker  Asahi.  Look  for  a  seven-figure 
annual  deal  with  CBS  Sportsline  this 
month.  Is  he  worth  it?  Nike  thinks  so: 
Sales  of  its  golf  line  ha\e  more  than  dou- 
bled since  he  signed  on.  Nike  will  bring 
out  a  new  Woods  apparel  line  next  spring, 
and  a  Nike-licensed  x-ideo  golf  game. 


I  SHAQUILLE  O'NEAL,  25 

Los  Angeles  Lakers/ 1996  rank:  4 
Salary/Winnings:  $12.9  million 
Endorsements:  $12.5  million 
^  Total:  $25.4  million 

Shrl  flopped  at  the  box  otlice,  so  for  the 
first  time  since  1994,  Shaq's  take  doesn't 
include  a  salary  from  a  new  tlick.  No 
matter:  Endorsement  deals  with  Reebok 
and  PepsiCo  pow er  an  imprcssi\e  otY- 
court  portfolio.  His  record  label,  Twism 
(The  World  Is  Mine),  just  formed  a  joint 
\enture  with  A&M  Records  to  produce  his 
fourth  rap  album.  His  Twism  urban  cloth- 
ing line  will  generate  about  S5  million  in 
sales  diis  year.  .\  new  endorsement  con- 
tract with  Warner  Bros,  for  a  mass-market 
basketball  sneaker  and  athletic  apparel  will 
complement  his  high-end  de^il  with 
Reebok. 
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With  lens  performonce  on  par  with  some  of  the  finest  SLR  cameras,  but 
with  all  the  advantages  of  a  compact.  Features  auto  flash,  auto  exposure, 
aperture  priority,  a  28mm  f2.8  multi-coated  lens,  and  more! 


^oQl 


Endeavor 
4000  SL 

479 

This  cool  looking  Advanced  Photo  System  camera  gives 
you  loads  of  picture  taking  freedom,  25-1 00mm  zoom 
lens  (4xZoom),  multi  programmed  auto  flash,  TTL  phase- 
detection  auto-focus,  red-eye  reduction,  and  more!  Strap, 
batteries,  remote  controller  and  film  included. 


Efina 

*279 


Pentax  Innovation  plus  Advanced  Photo  System 
Refinement.  So  small  it  fits  in  your  pocket,  so  light  you 
won't  know  it's  there,  and  so  easy  to  use.  The  efino  zoom 
compact  offers  unporolleled  photographic  convenience 
plus  precise  processing  in  your  choice  of  three  distinct 
picture  formats.  Shooting  with  efino  is  simplicity  itself; 
it's  truly  a  user-friendly  camera. 


$49< 


IConica  Q-Mini  QM-3501  Digital  Camera 

Super  compact,  with  built-in  flash,  delivers  super-sharp  images  with  350,000  pixels  and  a  bright  F2.8  lens,  the 
1 .8"  color  built-in  LCD  monitor  displays  your  pictures  clearly  at  640x480  dpi.  Best  of  oil,  Q-mini  offeR  a  super- 
convenient  woy  to  store  and  transfer  images:  a  new  Compact  Flash  card  holds  up  to  47  images,  then  just  plug  ii 
the  cable  and  you  can  view  your  pictures  on  TVor  upload  to  a  computer. 


PENTAX  IQ  nSm     249 

Features  35mm  ultra  compact  full-flat  body  design,  a  powerful  38-11 5mm  zoom  lens,  passive  5-point 
i  autofocus  system,  auto  backlight  compensation,  auto  flosh  with  red-eye  reduction,  mid-roll  ponoromo 


switching,  electronic  self-timer  and  morel 
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4^^l^145  Zoom  B3L 

A  high-power  38-1 45mm  compact  zoom  camera  with  Schneider  Vorioplon  lens  for  those  who  seek  the  best 
quality  and  performance. 


©  LEICA  Minilux 799 

Luxury  in  the  palm  of  your  bond.  Feotures:  leather-trim  titanium  body,  40mm  f/2.4  Summarit  lens, 
auto-focus,  auto  and  manual  program  modes,  built-in  flash  with  Red-Eye  Reduction,  auto  film  advance 
and  rewind,  exposure  correction,  and  more. 
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The  Ability  to  Communicate  Anytime,  Anyvs^here 
is  No  Longer  a  Luxury.  Ws  o  Necessity. 
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Planet  1  Satellite  Phone 2999 

Now,  Planet  V^,  the  world's  first  portable,  affordable,  global  satellite  communications  system, 
makes  it  possible.  Whether  you're  conducting  business,  drilling  for  oil,  aiding  in  humanitarian  efforts 
or  traveling  the  world,  your  lifeline  is  knowing  that  you  can  stay  in  touch. 

Portable  Simple 

Weighing  less  than  six  pounds  and  os  compact  as         But  for  all  its  sophisticated  satellite  technology, 


0  laptop  computer.  Planet  1  is  a  truly  portable 
satellite  phone  that  lets  you  communicate  or  be 
reached  in  places  where  cell  phones  and  landline 
phones  are  limited  or  don't  exist. 

Reliable 

With  Plonet  1,  you're  no  longer  ot  the  mercy 
of  spotty  cellulor  coverage  or  land  line  phone 
problems.  Dead  spots  and  interference  ore  also 
eliminated.  You'll  always  be  able  to  count  on 
Planet  1  to  get  your  call,  fax  or  email. 


Planet  1  is  easy  to  use.  If  you  can  see  the  sky, 
you  can  phone,  fox  and  email  virtually  onywriere 
on  the  globe. 

Affordable 

The  freedom  to  communicate  anytime,  anywhere 
is  invaluable.  And  at  this  price.  Planet  1  is  on 
incredible  value. 

INTRODUCING 
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Transmit  your  digital  images  from  anywliere 
in  tlie  world  with  the  PLANET  1  SATELLITE  PHONE 


One  Planet.  No  Boundaries." 


Users  or  PlonsI  1  phones  ond  services  are  responsible  for  obtoinlng  ony  outfiorizations  or  opprovols  necessory 
for  the  lownji  operohon  or  use  thereof  Certain  countries  moy  restrict  or  prohibit  the  operotion  or  ose  of  Plonet 
)  phones  ond  services   Plonet  1  is  o  registered  trodemorlt  ond  service  mark  of  COMSAT  Corporation 
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SALEBYAM 


Canon 

ELPH 

$299 


A  pure  original  -  the  world's  smallest  and  most  elegant 
zoom  comero  with  a  24-48mm  2x  power  zoom  lens,  all 
the  amazing  features  of  Advonced  Photo  System  technol- 
ogy, Hybrid  Autofocus  and  sophisticated  flash  options. 
Also  available  Infrared  Remote  Control. 


299 


1 


MIIMOX  EC  Spy  Camera 

While  it's  not  much  bigger  than  your  thumb  and 
weighs  only  58g  (incl.  battery  and  film),  it  boasts 
a  4  element  lens  that  can  focus  to  an  amazing  8", 
and  auto  exposure.  Mode  in  Germany.  Minox  film 
and  developing  mailers  available. 
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SIGMA 

10x21 

Ambassador 

$99 


Die  compact  size  and  amazing  light  weight  (6.6  oz.) 
moke  these  binoculars  perfect  for  traveling;  superior 
Jopanese  optics  provide  outstanding  performance  and 
Sigma's  exclusive  "Lunorvision"  coating  reduces  UV  trans- 
mission to  allow  longer  viewing. 


Qollel 
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Prego 
90  AF 


349 


A  compact  with  a  host  of  powerful  features:  high-grade 
Schneider-Kreuznoch  Variogon  28-90mm  zoom  with 
step-zoom  functions,  active  infrared  autofocus  w/focus 
lock  &  auto  mocro,  auto  exposure  control  and  more! 


Panasonic  PV-DV710 
Digital  Camcorder  vs^ith 
Built-in  Color  Monitor 


1999 


DV  is  a  revolutionary  format  that  is  capable  of  500  lines 
of  horizontal  resolution,  which  surpasses  that  of  a  live  TV 
broadcast  by  50%  and  con  record  CD-quality  audio  on  a 
miniature  cassette  (l/l?th  the  size  of  a  standard  VHS  tope) 
-  all  in  a  product  that  con  be  held  securely  in  your  bond. 


A^D  K<onica  bm-s  630z  . . }  149 

The  Super  Big  Mini  Zoom  Advonced  Photo  System  Camera  from  Konica.  Underneath  its  slim,  trim, 
metallic  exterior  is  a  whole  new  way  to  shoot  photos  -  the  Advanced  Photo  System.  It's  a  new  format 
featuring  Print  Quality  Improvement.  PQI  is  a  new  system  thot  allows  the  Super  Big  mini  Zoom  to 
encode  data  onto  the  film's  magnetic  layer  to  help  your  photofinisher  improve  the  final  product. 
Plus  drop-in  film  loading;  frame,  shoot  and  print  three  ways;  30-60mm  zoom  lens;  night-view  portrait 
mode;  red-eye  reduction;  and  more. 


Canon  EOS  Rebel  G  Kit  $OiLO 

with  35-80mm  Zoom  Lens OOV 

The  Ultimate  Rush!  A  fully  outomotic,  ultro-compoct  ond  quiet  35mm  AF  SLR  with  retractable  buih-in  flash. 
Offers  a  high  speed  selectable  3  point  autofocus  system  with  Al  Focus  for  improved  performonce,  Conon's 
exclusive  AIM  system,  1  ]  exposure  modes,  and  more.  Includes  Conon  USA,  Inc.  1-year  limited  Warranty. 


Miiion  N70  with  35-80mm  $010 

Wide  Angle  Zoom  Lens ^4  7 

Features  the  world's  1st  built-in  3D  Multi-Sensor  Bolonced  Fill-Flosh  for  the  world's  greatest  pictures 

•  five  exposure  control  modes  and  three  metering  systems  buih-in 

•  fast  autofocus  with  quiet  operation 

•  compact,  lightweight  body 


CONTAX  G2     ^1569 

FREE  Gadget  Bag  and  Accessory  Kit  vsrith  Purchase 

All  the  features  of  the  G1  plus  four  frames  per  second  integrated  motor  drive,  top  shutter  speeds  of  up  to 
1/6000  sec,  X  synch  at  1/200  sec,  on  extended  baseline  autofocus  system  and  six  awesome  Corf  Zeiss  T 
lenses.  Flash  optional.  Corl  Zeiss  Planar  T*45mm  f2.0  lens  S339.  Contox  G2  Body. 


A^D,  MINOLTA  Vectis  SI  Kit 399 

An  ultro-compoct,  interchangeable  lens  camera  in  Minolta's  Advanced  Photo  System  with  high  imoge  quality 
ond  Splash  Proof  construction.  Kit  includes  28-56  zoom  lens  (shown)  plus  (1)  roll  of  15  exp.  color  negative 
film  and  (2)  CR2  lithium  batteries. 


YASHICA  Microtec  Zoom  70 


149 


A  Micro  Size  35-70mm  Power  Zoom  Comero:  •  Buih-in  35-70mm  Power  Zoom  All  Glass  Lens  System 
•  One  of  the  World's  Smallest  Zoom  Cameras  (4.6'W  x  2.6"  H  x  1 .6"  D,  Weights  Only  7.9  oz.)  •  Red  Eye 
Reduction  •  5  Mode  Flash  System  •  Electronic  Shutter  with  Auto  Exposure  •  Fully  Automatic  Operation 
Film  Advance,  Load  and  Rewind  •  10  Sec  Self  Timer  •  Infinity  Lock  •  Easy  to  Read  LCD  Display. 


Creative  Commercial  Photo  Studio  @  Willoughby's 

Advertising,  Corporate,  Editorial,  Industrial  Photography  In  Studio  or  On  Location 


136  W.  32nd  St.,  NYC  (across  frx>m  Penn  Station)      21  2-564- 1  600 
50  E.  42nd  St.,  NYC  (across  hom  Graiyd  Central  StaHon)      2 1  2-68 1  -7844 


CORPORATE  ACCOUNTS  WELCOME    Please  contact  Nathan  @  1  ■800-229-8999 
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Next  Day  Shipping  Available 

Willoughby's  is  a  registered  trademark  of  Douek  Holdings  Ltd. 
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AUTHOR!  AUTHOR! 

The  Humble  Warrior 

by  Evander  Holyfield 

(Thomas  Nelson) 

Unlike  the  champ,  it's  ponderous 

and  trite.  Best  revelation: 

Holyfield's  childhood  nickname  was 

"Chubby." 

Change  the  Game 

by  Grant  Hill 

(Warner  Books) 

No  ghostv\'riter— and  it  shows. 

Great  baby  pictures  make  up  for 

lack  of  literary  merit. 

Junior:  Griffey  on  Griffey 

by  Ken  Griffey  Jr. 

(HarperCollins) 

Nice  pictures  but  ultra-dry  text. 

Sample:  "My  at-bats  always 

look  pretty  much  the  same." 

My  Story 

by  Jack  Nicklaus 
(Simon  &  Schuster) 

A  grand  life  and  a  good  read. 

Walk  on  the  Wild  Side 

by  Dennis  Rodman 
(Delacorte) 

The  wild  one's  latest  rant  on  any- 
thing and  everything.  More  a  261- 
page  ego  trip  than  a  book. 

Favre:  For  the  Record 

by  Brett  Favre 

(Doubleday) 

Everything  you  ever  wanted  to  know 

about  his  addiction  to  painkillers: 

"Percodan.  Lortab.  Vicodin. 
You  name  it,  I've  swallowed  it." 


Q  DALE  EARNHARDT,  46 

Nascar/i9^  S  rank:  20 
Salary/Winnings;  $3.6  million 
Endorsements-  $15.5  miiiion 
^  Total:  $1B.%  million 

Huge  amounts  of  money  are  flowi  n 
stock  car  racing,  and  Earnhai'dt  is 
Nascar's  most  \'er)erated  driver,  dc 
58-race  winless  streak.  "The  Intinr 
still  rakes  in  millions  for  his  cut  of 
shirts  and  caps  sold  \\'ith  his  likene; 
his  No.  3  Gooiiv.  rench  Chevrolet : 
on  diem.  His  endo'sement  portfoli' 
includes  Anheuser-Busch,  Cadburv 
Schweppes  (Dr  Pepper,  7UP),  (>v. 
Burger  King  and  Wrangler  Jeans 
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Q  JOE  SACIK,  28 

Colorado  Avalanche/1996  rank:  none 
Salary/Winnings:  $17.8  million 
Endorsements:  $0.1  million 
^  Total:  $17.9  million 

The  New  York  Rangers  shocked  the 
hockey  world  when  they  tried  to  poach 
Sacik  away  from  the  1996  Stanley  Cup 
champs  with  a  3-year,  $21  million  con- 
tract plus  a  $15  million  signing  bonus,  the 
largest  in  NHL  history.  The  financially 
strapped  Avalanche  responded  by  match- 
ing the  offer,  keeping  their  captain  in 
Denver.  Like  most  hocke\'  players,  not 
i  !ch  endorsement  work. 


Q)  GRANT  HILL,  25 

Detroit  Pistons/1996  rank:  18 
Salary/Winnings:  $5.0  million 
Endorsements:  $12.0  million 
P^  Total:  $17.0  million 

After  single-handedly  making  Fila  a  player 
in  the  lucrative  basketball  footwear  busi- 
ness, Hill  has  seen  sales  of  his  signature 
line  of  sneakers  fall  off  for  the  past  two 
years.  But  Fila  rewarded  its  primary  U.S. 
endorser  with  a  new  seven-year,  $80  mil- 
lion contract,  making  him  the  second- 
highest-paid  sneaker-pitcher  in  sports, 
behind  only  ^lichael  Jordan.  Other 
national  deals  include  Sprite,  McDonald's, 
Kellogg,  Wilson  and  GMC  Trucks. 
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Tiger  Woods'  star  continues  to  rise. 
And  so  do  the  demands  on  his  time. 
Between  some  thirty  tournaments  and 
personal  appearances,  Tiger  is  one 
performer  who's  always  on  the  move. 
So  it's  no  wonder  what  his  choice  is 
when  it  comes  to  personal  and  business 
transportation  —  Executive  Jet 

At  Executive  Jet,  we  not  only  invented 
fractional  jet  ownership,  we've  spent 
ten  years  perfecting  it.  Today,  we're  the 
world  leader,  providing  the  largest  fleet, 
the  best  au-craft  and  unparalleled 
service.  Through  our  Net  Jets  ^  and 
Netjets®  Europe  programs,  we  can  have 
your  aircraft  ready  and  waiting  at  any 
one  of  5,000  airports  in  as  littie  as  four 
hours.  Any  day  of  the  year.  Guaranteed. 

It's  that  kind  of  commitment  to  being 
die  best  that  has  won  over  demanding 
customers  like  Tiger  Woods.  Customers 
who  not  only  know  where  they're  going, 
but  just  how  to  get  tiiere.  Why  not  join 
them?  Call  today  and  find  out  how  easy 
and  affordable  the  ultimate  in  personal 
and  business  transportation  can  be. 

"00-821-2299. 


re« 


Tiger  Woods 


Judge  a  company  by  the  customers  it  keeps.     EXBCUHveJet 


N    E    T  f    £    T  S 


Netlets "  and  Net|ets "  Europe  are  products  of  Executive  fet.  Gulfsti-eam  Sliares^^'  is  a  product  of  Executive  Jet  and  Gulfstieanif  Fractional  aircraft  shares  are  available  in  small 
mid-range  and  large  cabni  business  jets  including  the  Citation  Sll,  Citation  V  U  tra.  Citation  VII.  Hawker  800XP,  Hawker  1000,  Citation  X  and  Gidfsh^am  IV-SP. 


GREG  NORMAN,  42 

Golf/1996  rank:  39 
Salary/VViniiings:  $3.2  million 
Endorsements:  $13.0  million 
^  Total:  $:!L0.2  million 

Big  endorsement  deals  with  Maxfli, 
Boeing,  Chevy,  Bell  Helicopter  and 
Cobra  helped  the  Great  White  Shark 
move  up  on  the  list  this  year.  The  Greg 
Norman  Collection,  an  apparel  line  with 
his  Shark  logo  made  by  Reebok,  did 
$100  million  in  sales  this  year.  Norman's 
cut:  about  $3.5  million.  Next:  restau- 
rants. Greg  Norman  Down  Under  Grills 
will  open  in  Myrde  Beach,  S.C.  and 
Orlando,  Fla.  next  year;  Norman  gets  a 
fee  for  each  one  built. 
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0  ARNOLD  PALMER,  68 

Golf/1996  rank:  8 
Salary/Winnings:  $0.1  million 
Endorsements:  $16.0  million 
^  Total:  $16.1  million 

Bouncing  back  from  prostate  cancer 
surgery  last  winter,  hard-charging  Arnie 
was  back  on  the  course  after  only  eight 
weeks.  Biggest  recent  deal  is  with  Feder- 
ated Department  Stores  (Blooming- 
dale's,  Macy's)  to  produce  the  Arnold 
Palmer  Collection  line  of  high-end 
casual  attire.  Long-term  endorsement 
programs  continue  with  Cadillac,  Rolex, 
Pennzoil  and  Rayovac. 


HORACE  GRANT,  32 

Orlando  Magic/ 1996  rank:  none 
Salary/Winnings:  $14.5  million 
Endorsements:  $0.4  million 
^  Total:  $14.9  million 

A  week  before  teammate  Shaquille  O'Neal 
left  Orlando  to  play  for  the  Lakers,  Grant 
agreed  to  stay  wth  the  Magic.  His  loyalty 
was  rewarded  with  a  five-year,  $50  million 
deal  that  pushes  him  onto  our  list  for  the 
first  ume.  Nike  pays  him  to  wear  its  shoes 
and  Libert}'  Optical  shells  out  for  him  to 
wear  its  goggles  on  the  court. 
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YovL  didn't  get  to 

beCEOby 
nickel  and  diming 


k: 


Clearly,  this  wasn't 
your  idea. 


nowing  whaf  s  important  -  and  whaf  s  not  -  is 
crucial  in  business,  of  course.  But  it's  a  hard 
lesson  to  teach  the  troops. 

You  wouldn't  be  CEO  if  you  hadn't  learned  early  on 
how  to  keep  things  in  perspective.  The  question  is, 
how  do  you  impart  that  to  your  managers? 

They've  been  told  their  corporate  futures  depend 
on  "making  the  numbers."  Yet,  there  are  occasions 
when  watching  every  last  penny  isn't  the  issue. 

For  example,  lef  s  say  your  corporation  has  decided 
to  outfit  the  sales  force  with  shirts  or  jackets  carrying 
the  corporate  logo.  There's  a  big  exposition  coming 
up,  and  your  competitors  will  be  there. 

Clearly,  you  want  your  people  to  look  their  best  And  a  few  pennies 
more  or  less  shouldn't  stand  in  the  way. 

Well,  here's  a  thought  Have  whoever  orders  your  shirts,  jackets  and 
such  take  a  look  at  our  Lands'  End®  Corporate  Sales  catalog. 

It's  full  of  tasteful,  well  made  merchandise  selected  from  our  regular 
Lands'  End  catalog. 

Mind  you,  it's  not  necessarily  the  cheapest  But  it  will  make  the  kind  of 
statement  about  your  corporation  that  you  want  to  make. 
So,  while  you're  thinking  about  it,  why  not  tear  out  this  ad, 
and  send  it  to  the  appropriate  person  in  your  organization? 
We'll  send  him  or  her  a  copy  of  our  Corporate  Sales  catalog, 
And  you  can  concentrate  on  being  CEO. 


Corporate  Sales 


To  that  person  in  charge  of  gifts  and  incentive  items:  for  our  Corporate  Sales  catalog  and 
more  about  our  services,  Just  call  1-800-916-2255,  or  fax  your  business  card  to  1-800-965-3329. 
Or  e-mail  to  corpsales@landsend.com.  Or  go  to  our  website,  www.landsend.com/corpsales. 

Lands'  End  products  are  not  for  resale  in  a  retail  setting.  t>  1997  lands'  End.  Inc. 


PRESERVING   VOIR    ESTATE 


Your  money  is  too  important 
to  leave  to  chance. 


D 


fter    all    your 
hard  work,  don't  you 
want   to   make   sure 
your  estate  goes   to 
your  loved  ones  or  a 
favorite  charity?  The 
need  for  solid  estate 
planning  today  is  as  important  as 
ever,  with  current  legislation  that 
might  impact  estate  taxes.  Without 
proper  planning,  taxes  may  only 
be  the  beginning  of  a  very  sizeable 
chunk  taken  out  of  your  estate. 
There  may  also  be  fees,  adminis- 
trative expenses  and  probate. 


The  choices  you 
make  today  will 
directly  affect  how 
much  you  pass  along 
to  your  heirs  tomor- 
row. Get  started  now 
by  talking  to  your 

Transamerica  representative  or 

calling  us  toll-free  to 

get  a  copy  of  our  free 

booklet,  "Estate 

Planning:  It's  Your 

Choice."  You  can 

also  visit  us  online  at 

www.transamerica.com. 


Call  1-800-945-8490  ext.  117 

THE  PEOPLE  IN  THE  PYRAMID  ARE  WORKING  FOR  YOU 


® 


Transamerica 


LIFE    INSURANCE 


ASSET    MANAGEMENT 


LENDING 


LEASING 
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(E)  GEORGE  FOREMAN,  48 

Boxing/1996  rank:  36 

Salary/Winnings:  $10.2  million 

Endorsements:  $4.5  million 

^  Total:  $14.7  million  ,^ 

^  PETE  SAMPRAS,  26 

Two  bouts  this  year  at  just  over  $5  mil-        ^  Tennis/1996  rank:  16 
lion  a  pop  for  the  brawling  baby  boomer, 
including  a  12 -round  split  decision  over 
the  respectable  Louis  Savarese  in  Adantic 
City  in  April.  His  most  impressive  score, 
however,  may  be  his  George  Foreman 
Lean  Mean  Grilling  Machine,  sold 
through  infomercials  and  shopping  net- 
works. Foreman  took  in  close  to  $2  mil- 
lion from  the  cooker  that  reduces  fat  in 


Salary/Winnings:  $6.5  million 
Endorsements:  $8.0  million 
^  Total:  $14.5  million 


Another  year  as  the  best  tennis  player 
in  the  world.  His  on-court  winnings 
augmented  considerably  by  the  $2  mil- 
lion he  pulled  down  at  the  Grand  Slam 

Cup  in  Munich  in  September.  Nike 

hamburgers.  Next:  George  Foreman  Meat      (shoes  and  apparel)  and  Wilson  (racket) 
Loaf.  Then  George  wants  to  make  hash  continue  to  be  his  biggest  endorsement 

out  of  die  heavyweight  champ.  "He  really       deals.  Also  pitches  Movado  watches 
wants  Holyfield,"  says  his  attorney,  Henry       mbna  credit  cards,  business  jets. 
Holmes.  videogames. 
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Q  ANDRE  AGASSI,  27 

Tennis/1996  rank:  7 
Salary/Winnings:  $0.1  million 
Endorsements:  $14.0  million 
^  Total:  $14.1  million 

A  wrist  injury  kept  Agassi  off  the  court 
for  most  of  the  year,  so  his  prize  money 
and  ranking  on  our  list  suffered  accord- 
ingly. But  he's  still  the  most  popular 
player  in  the  game  and  a  great  collector 
of  endorsement  money.  Huge  deal  with 
Nike  continues,  as  do  long-term  pacts 
with  racketmaker  Head,  Canon  and 
Pepsi.  With  fellow  Forbes  40ers  Woods, 
Gretzky  and  Griffev,  he's  a  stakeholder 
in  the  Official  All  Star  Cafe. 

Forbes  ■  December  15,  1997 
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AHENDANCE 
TRENDS: 

WHO'S  WATCHING 
WHAT 

Major  League 
Baseball 

1997:  63,196,222 
1987:  52,011.506 

National  Basketball 
Association 

1996/97: 
20.304,629 

1986/87: 
12,065,351 

National  Hockey 
League 

1996/97: 
17.640.529 

1986/87: 
11.855.880 

National  Football 
League 

1996:  14,612.417 
1986:  13,588,551 

Nascar  Winston  Cup 
Series 

1996:  5.588,069 
1986:  2,213,000 


0  CAL  RIPKEN  JR.,  37 

Baltimore  Orioles/1996  rank:  11 
Salary/Winnings:  $6.7  million 
Endorsements:  $6.5  million 
^  Total:  $13.2  million 


Breaking  Lou  Gehrig's  consecutive  game 
streak  two  years  ago  moved  Ripken  from 
the  realm  of  sports  hero  to  national 
celebrity'.  Baseball  iron  man's  endorsement 
income  has  improved  accordingly.  New 
deals  widi  AlliedSignal  (Fram  oil  filters) 
and  Nabisco  helped  boost  his  numbers. 
But  a  quarter  of  his  off- field  money 
comes  from  sales  of  Ripken 
memorabilia:  lithographs, 
figurines  and  the  like. 
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®  DAVID  ROBINSON,  32 

San  Antonio  Spurs/ 1996  rank:  21 
Salary /W^mnings:  $11.2  million 
Endorsements:  $2.0  million 
^  Total:  $13.2  million 

Good  thing  his  pay  isn't  based  on 
the  number  of  days  he  shows  up  at  work. 
Because  of  injuries,  Robinson  played  only 
six  games  last  season.  A  chronic  back 
problem  forced  him  to  miss  the  start 
of  the  season.  When  that  healed,  he 
prompdy  fractured  his  left  foot.  Resulting 
surgery  forced  him  to  miss  the  rest  of  the 
year.  AT&T  and  Doritos  endorsements, 
new  pact  with  Nabisco  to  pitch  Oreos 
goes  with  long-term  Nike  deal. 


Q  KEN  GRIFFEY  JR.,  28 

Seattle  Mariners/1996  rank:  19 
Salary/Winnings:  $8.8  million 
Endorsements:  $4.2  million 
^  Total:  $13.0  million 

Griftey's  new  contract  (including  $1.5 
million  of  his  signing  bonus)  kicked  in  this 
yeai",  and  Junior  didn't  disappoint.  His  56 
home  runs  were  die  most  by  an  American 
Leaguer  since  Roger  Maris  broke  Babe 
Ruth's  storied  single-season  mark  in  1961. 
Strong  endorsement  lineup  led  b\'  Nike, 
which  pa\s  him  more  dian  n\-icc  what  any 
other  baseball  pla\'er  gets;  in  return,  Grif- 
fey devotes  much  of  die  off-season  to 
Nike  promotion.  Sizable  deals  with  Upper 
Deck,  Nintendo  and  Pizza  Hut  continue. 

193 


SroRTSlDP40 


'^^^^y 


'^ 


LICENSING 

Who  sells  the  most  stuff 

NFL:  $3.3  billion 
NBA:  $3.1  billion 
MLB:  $1.8  billion 
NHL:  $1.0  billion 

Top  teams  In  licensing 
revenue 

Basketball 

1.  Chicago  Bulls 

2.  Orlando  Magic 
3.  Charlotte  Hornets 

Football 

1.  Dallas  Cowboys 

2.  Green  Bay  Packers 

3.  San  Francisco  49ers 

Baseball 

1.  Cleveland  Indians 

2.  New  York  Yankees 

3.  Atlanta  Braves 

Hockey 

1.  Detroit  Red  Wings 

2.  Colorado  Avalanche 

3.  Chicago  Blackhawks 

-David  Lipschultz 


Q> 


V  ALONZO  MOURNING,  27 

Miami  Heat/ 1996  rank:  none 
Salary/Winnings:  $9.5  million 
Endorsements:  $3.5  million 
^  Total:  $13.0  million 

Mourning's  seven-year,  $105  million 
contract  last  year  was  one  of  the  first 
nine-figure  deals  in  sports.  Others 
include  fellow  Forbes  All-Stars  Shaquille 
O'Neal  and  Juwan  Howard  and,  more 
recently,  future  listers  Shawn  Kemp  and 
Kevin  Garnett.  Strong  deal  with  Nike 
ftiels  his  endorsement  portfolio,  which 
also  includes  Coca-Cola 
and  McDonald's. 
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®  MICHAEL  CHANG,  25 

Tennis/1996  rank:  24 
Salary/Winnings:  $2,5  million 
Endorsements:  $9.5  million 
^  Total:  $12.0  million 

Best  year  yet  on  the  court,  spending 
almost  all  of  it  as  die  number  two  player 
in  the  world.  That  status  helped  push  up 
Chang's  appearance  fees  and  endorsement 
income,  especially  in  tennis-craz}-  Asia, 
where  the  Chinese-American  is  arguably 


j 
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Q  NASEEM  HAMED,  23 

Boxing/ 1996  rank:  none 
Salary/Winnings:  $9.5  million 
Endorsements:  $2.5  million 
!►  Total:  $12.0  million 

Never  heard  of  this  guy,  who  calls  him- 
self Prince  Naseem.'  You  will  soon. 
Wildly  popular  in  his  native  U.K.  and  in 
the  Middle  East  (his  parents  emigrated 
fi-om  Yemen),  the  featherweight  just 
inked  a  multifight  deal  with  Time 
Warner's  HBO  division,  and  his  first  fight 
outside  the  British  Isles  is  scheduled  for 


the  continent's  most  popular  athlete.  New      this  month  at  Madison  Square  Garden 
deals  with  Evercady  and  Nissan  augment  a      against  New  Yorker  Kevin  Kelley.  Naz 


strong  list  of  endorsements,  led  by  Prince 
and  a  big  Reebok  deal  that  was  made  even 
more  lucrative  this  vear. 


also  signed  a  five-year  endorsement  con- 
tract with  Adidas,  to  add  to  deals  with 
Audi,  McDonald's  and  Sonv  PlavStation. 
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EVEN  IN  THE  MOST  TREACHEROUS 


BUSINESS  ENVIRONMENT,  THE  CPAS  IN 


YOUR  COMPANY  CAN  MAKE  SURE  YOU 


NEVER  GET  IN  OVER  YOUR  HEAD. 


I 


Whether  it's  your  CliO,  CFO  or  And  keep  it  out  of  deep  water, 
a  department  head,  the  CPAs  With  strategic  planning.  Risk,  man- 
in  your  company  have  a  unique  agement.  And  even  technology 
abiHtv  to  help  steer  your  com-  assessment.  You  see  numbers, 
pany  in  the  right  direction,     f  i  r  /\   )       ^*^  ''^*-"'-"  opportunities. 

THE     CPA.     NEVER     UNDERESTIMATE     THE     VALU  E'." 


American  Institute  of  Certified  Public  Accountants.  AICPA  Online  (http: / /www. aicpa.or^ 
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TUNING  IN 

Current  contracts  versus 
old  contracts: 

National  Basketball 
Association 

NBC,  Turner 

1998-2002:  $2.6  billion 

1994-97:  $1.1  billion 

National  Football  League 

NBC,  ABC,  Fox,  ESPN, 

Turner 
1994-97:  $4.4  billion 
1990-93:  $3.6  billion 

Major  League  Baseball 

Fox,  NBC,  ESPN 
1996-2000:  $1.7  billion 
1994-95:  The  Baseball 

Network 
(not  a  rights-fee  deal). 

PGA  Tour 

ABC,  CBS,  NBC,  ESPN, 

USA,  The  Golf  Channel 

1999-2002:  $400  million 

1998:  $42  nnillion 


@  JUWAN  HOWARD,  24 

Washington  Wizards/ 1996  rank:  none 
Salary/Winnings:  $10.0  million 
Endorsements:  $1.2  million 
^  Total:  $11.2  million 


li 
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^  GARY  PAYTON,  29 

Seattle  SuperSonics/1996  rank:  none 
Salary/Winnings:  $9.0  million 
Endorsements:  $2.2  million 
^  Total:  $11.2  million 


Although  it  proved  lucrative  in  the  end, 
the  free-agent  market  was  tough  on 
Howard  last  year.  The  forward  decided  to 
flee  the  nation's  capital,  signing  a  $101 
million  contract  with  the  Miami  Heat  in 
July  1996.  But  as  the  ink  was  dr)ang,  the 
NBA  ruled  the  contract  invalid,  arguing  the 
Heat  had  violated  the  league's  convoluted 
salary  cap  rules.  So  Howard  returned  to 
the  Wizards  (originally  Bullets),  who 
forked  over  even  more  money  to  keep 
their  man  in  town.  Endorsement  deals 
include  Nike,  Coke  and  McDonald's. 
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^  GREG  MADDUX,  31 

Atlanta  Braves/1996  rank:  none 
Salary/Winnings:  $10.2  million 
Endorsements:  $0.8  million 
>  Total:  $11.0  million 


After  taking  the  Sonics  to  the  NBA  finals  in 
1996  and  being  named  the  nba's  top 
defensive  player,  Payton  was  rewarded 
with  a  seven-year,  $88  million  contract. 
The  deal  included  a  big  signing  bonus, 
but  his  annual  salary  alone  was  more  than 
enough  to  put  him  on  our  list  this  year.  In 
addition,  Nike  inked  the  point  guard  to  an 
endorsement  deal  that  includes  his  own 
shoe,  which  is  called  the  Air  Glove.  He 
also  pitches  for  AirTouch  Cellular  and 
Upper  Deck. 


Maddux  just  might  be  the  greatest  pitcher 
of  all  time;  he  certainly  is  the  highest  paid. 
His  new  five-year,  $57.5  million  contract 
extension  doesn't  begin  until  next  season, 
but  a  $3  million  signing  bonus  pushes 
him  on  our  list  this  year.  Like  most  base- 
ball players,  Maddux  does  limited 
endorsement  work.  The  money  he  does 
make  off- field,  mostly  from  autographs 
and  sales  of  Maddux  paraphernalia,  all 
goes  to  charity. 
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EXECUTIVE      PRIVI  l?^G  E 


Introducing  one  of  the  more  enjoyable  re\A/ards  for  a 
job  well  done. 

JVC's  new  FS  Music  Systems  represent  a  quantum 
leap  in  the  design  of  compact  components  that 
are  perfect  for  the  home  or  office. 

Underneath  its  classic  exterior  lies  tomorrow's 
benchmark  engineering.  An  amplifier  with  electrolytic 
capacitors,  CD  Player  with  state-of-the-art  1  Bit 
D/A  conversion,  AM/FM  tuner  with  clock  timer, 
Compu  Play  for  instant  playback,  full  function 
remote,  and  a  speaker  system  that  uses  JVC's 
edge-wound  4-layer  voice  coils  and  Hyper  Neo 
Olefin  drivers. 

If  you  don't  understand  what  all  this  technology 
means,  it  doesn't  matter.  Your  ears  will. 

The  JVC  FS  Music  System. 

Everything  and  more  from  an  original  in  both 
sound  &  style. 


m 


SERIES 


For  your  nearest  authorized  JVC  dealer  call  1  -800-252-5722  or  visit  our  web  site  at: 
www.  jvc-america.com 
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INVESTING  IN  SPORTS 

Boston  Celtics/NBA  team 

Where  traded:  NYSE 

Recent  price:  23'i 

Churchill  Downs/The  famous 

horse  track 

Where  traded:  Nasdaq  small-cap 

Recent  price:  43% 

Rorida  Panthers/NHL  Team 

Where  traded:  NYSE 

Recent  price:  18Yi 

Golden  Bear  Golf/Jack  Nicklaus' 

golf  company 

Where  traded:  Nasdaq 

Recent  price:  10/^ 

Nike/Sneaker  colossus 

Where  traded:  NYSE 

Recent  price:  50^6 

Planet  Hollywood/Parent 

of  Official  All  Star  Cafe 

Where  traded:  NYSE 

Recent  price:  1434 


^  HAKEEM  OUUUWON,  34 

Houston  Rockets/1996  rank:  22 
Salary/Winnings:  $9.5  million 
Endorsements:  $1.5  million 
P-  Total:  $11.0  million 

The  unassuming  center  from  Nigeria  took 
his  turn  on  last  year's  NBA  money  macliine 
when  he  signed  a  reported  five-year  con- 
tract extension  worth  $65  million.  The 
deal  should  keep  him  in  Houston  for  the 
rest  of  his  career.  His  quiet  demeanor  has 
slowly  earned  him  a  decent  list  of  endorse- 
ments, including  Spalding;  plus  the  NBA 
pays  him  to  be  the  league's  "international 
ambassador." 
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^  DENNIS  RODMAN,  36 

Chicago  Bulls/1996  rank:  9 
Salary/Winnings:  $5.0  million 
Endorsements:  $6.0  million 
^  Total:  $11.0  million 


®  WAYNE  GRETZKY,  36 

New  York  Rangers/1996  rank:  14 
Salary/Winnings:  $5.9  million 
Endorsements:  $5.0  million 
^  Total:  $10.9  million 


Rodman's  bad-boy  act  may  be  wearing 
thin.  His  second  book,  Walk  on  the  Wild 
Side,  made  far  less  of  a  splash  than  last 
year's  Bad  as  I  Wanna  Be.  His  new  shoe 
with  Converse  was  slow  to  take  off  He 
was  dropped  by  Carl's  Jr.  after  making 
comments  that  offended  Mormons.  His 
salary  was  cut  by  more  than  $1  million 
last  year  because  of  fines  and  suspensions. 
But  he  still  finds  ways  to  bring  in  cash. 
For  example,  a  made-for-TV  movie  based 
on  his  autobiography  netted  him 
$500,000  and  will  appear  on  ABC  next  year. 


Gretzh'  lost  close  friend  and  teammate 
Mark  Messier  when  Messier  jumped  to 
the  Vancouver  Canucks,  but  the  Great 
One  decided  to  stay  put,  inking  a  two- 
year  contract  extension  with  the  Rangers 
just  before  the  season  started.  Off  the  ice, 
it  was  Gretzk}'  who  jumped  ship,  leaxdng 
Easton,  his  longtime  equipment 
endorsee,  so  he  could  join  with  partners 
in  buying  venerable  Hespeler  Hockey, 
the  same  stickmaker  he  used  as  a  child 
in  Ontario. 
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A  strong  case. 


Just  in  case. 


A  Rolex  is  not  only  handsome,  it  is  extremely 
rugged,  and  the  key  is  its  trademark  Oyster 
case  sculpted  from  18kt  gold  or  "904  L" 
stainless  steel.  The  case,  combined  with  the 
synthetic  sapphire  cr\'stal  and  patented 
Triplock  winding  crown,  creates  a  virtually 


impenetrable  miniature  vault  which,  for  this 
^  Submariner,  is  pressure-proof  to  1.000 


feet.  Its  legendary-  durability-  has  made 

it  the  standard  of  excellence  among  divers. 

and  is  just  one  reason  why  this  timepiece  grows 

even  more  impressive  the  deeper  you  delve  into  it. 

♦  T» 


-olex  Oyster  Perpetual  Submariner  Date  in  18kl  gold  and  stainless  steel  with  matching  Oyster  Fliplock  bracelet    For  the  name  and  location   TJ  ^^  T    Tp  "V" 
fan  Ofiicul  Rolex  Jeweler  near  you,  please  call  1-800-36ROLEX.  Rolex.  ♦.  Oyster  Perpetual.  Submariner,  Oyster,  Hiplockand  Triplock  arc  trademarks     ±\  \J  J-l  XLl  j\. 
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ASIAN  SPORTS  DEALS 

Tiger  Woods/ Asahi 

About  $4.5  million  to  pitch 

canned  coffee  through 

Japan's  ubiquitous  vending 

machines. 

Michael  Chang/Procter  & 

Gamble,  Tiger  Balm, 

Eveready,  Nissan 

$2  million  to  endorse  every- 
thing from  cars  to  shampoo 
throughout  Asia. 

Mike  Piazza/Komatsu, 
Gunze 

$2  million  for  the  Dodger 

catcher  to  push  Komatsu's 

construction  equipment  and 

Gunze's  underv/ear  in  Japan. 

Arnold  Palmer/Chaifa  Group 

A  $1.5  million  licensing  deal 

to  sell  a  Palmer  line  of 

sports  apparel  in  mainland 

China. 


®  MIKE  PIAZZA,  29 

Los  Angeles  Dodgers/1996  rank:  none 
Salary/Winnings:  $7.0  million 
Endorsements:  $3.6  million 
^  Total:  $10.8  million 

His  powerful  bat  and  access  to  the  Los 
Angeles  media  market  make  the  slugging 
catcher  a  good  deal  of  money.  But  his 
biggest  asset  may  just  be  liis  teammate, 
Dodger  pitcher  Hideo  Nomo,  a  hero  in 
his  native  Japan.  Piazza's  association  with 
Nomo  has  helped  him  break  into  the 
lucrative  Japanese  endorsement  market, 
where  he  has  pocketed  big  deals  from 
Tokyo-based  Komatsu  (construction 
equipment)  and  underwear  maker  Gunze. 
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^  REGGIE  MILLER,  32 

Indiana  Pacers/1996  rank:  none 
Salary/Winnings:  $9.2  million 
Endorsements:  $1.2  million 
^  Total:  $10.4  million 

Yet  another  basketball  star  who  makes 
our  list  by  cashing  in  big  during  last  year's 
NBA  free-agent  bonanza.  Miller  was 
rumored  to  be  headed  for  New  York  to 
play  for  the  Knicks  but  instead  re-upped 
with  the  Pacers.  Big  deal  with  Nike  heads 
endorsements.  Also  a  burgeoning  broad- 
cast career:  Did  color  commentary  for 
Lifetime  Television's  broadcasts  of  wnba 
games. 


^  ALBERT  BELLE,  31 

Chicago  White  Sox/ 1996  rank:  none 
Salary/Winnings:  $10.0  million 
Endorsements:  $0.4  million 
^  Total:  $10.4  million 


J 


When  Belle  signed  his  five-year,  $55  million 
deal  with  Chicago  last  year,  it  was  the 
largest  contract  in  baseball  histor\'.  But  the 
honor  was  short-li\'ed:  Atianta  Bra\es  pitch- 
er Greg  Maddux  has  since  surpassed  him. 
Don't  feel  sorr)'  for  him.  A  clause  in  his 
contract  requires  the  Sox  to  adjust  his  salar\' 
e\ery  year  to  ensure  that  he's  one  of  the 
three  highest-paid  players  in  the  game.  Alas, 
being  baseball's  most  reclusive  and  omer\^ 
star  gets  you  vet)'  few  endorsement  deals. 
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UNLIMITED         PARTNERSHIP 


PKTKR  LUUKKO.  CORESTATES  COMPLEX  PRESIDENT  AND  CEO  with  GAIL  CLARK  FROM  ARAMARK. 


^^    THANKS  TO  ARAMARK'S  UNIQUE  FOOD  CONCEPTS  AND  INNOVATIVE  MICROBREW  PUB 

OUR  FANS  LEAD  THE  LEAGUE  IN 

PER  CAPITA  SPENDING.  IN  FACT,  IT  DOUBLED.  THEY  HAVE  REVOLUTIONIZED  ARENA 

I  EATING  AND  DRINKING 


Peter  Luukko  on  his  vision  of  Philadelphias  new  CoreStates  Center:  "A  complete  entertainment  experience,  that's  what  we 
wanted  for  our  fans.  An  arena  that  could  meet  the  needs  of  sports  fans  at  the  turn  of  the  century.  That's  the  challenge 
we  gave  Gail  Clark  and  her  whole  team  at  ARAMARK.  And  once  the  ideas  started  coming,  they  didnt  stop,  literally 
From  Victor's  Club  restaurant,  to  customized  menus  in  the  bistros  and  sky  boxes,  to  the  Red  Bell  Brewery",  the  only 
microbrewery  in  a  sports  arena  in  the  country,  the  CoreStates  has  a  flavor  that  is  definitely  all  its  own."  At  ARAMARK  we  didnt 
want  the  CoreStates  Center  to  be  just  another  arena,  we  wanted  it  to  be  ''the"  arena  by  which  all  others  would  be  judged.  To  us,  there 
is  no  standard  sports  arena  plan.  So  with  the  CoreStates  Center,  we  wanted  to  reinvent  the  sports  arena  as  we  know  it. 
All  this  has  led  Peter  Luukko  to  add,  "Thanks  to  ARAMARK's  innovative  thinking,  our  revernies  are  35%  higher  than  proicctcd 
and  per  caps  have  doubled.  That's  the  highest  per  capita  spending  the  industry  has  ever  seen."         ^^^  Aiy  AKAAiyi/ 

TO  LKARN  MORF.  ABOUT  UNl,IM..Hn  PARTNERSHIP  CA.  .    . -HOO-ARAMARK  OR  VISIT  US  AT  h„p://www.aran,ark.com  '^' Managed  Services,  Managed  BcUer. 


JEFF  GORDON,  26 

Nascar/1996  rank:  none 
Salary/Winnings:  $3.8  million 
Endorsements:  $6.5  million 
^  Total:  $10,3  million 

With  movie-star  looks  and  a  beauty-queen 
wife,  this  California  native  (raised  in  Indi- 
ana) could  well  become  stock,  car  racing's 
first  national  superstar.  Already  featured  in 
a  nationwide  ad  for  Pepsi  with  fellow 
Forbes  All-Star  Shaquille  O'Neal.  Burst 
on  the  scene  two  years  ago,  when  he 
became  the  youngest  man  ever  to  win 
the  Winston  Cup  Series,  which  he  did 
again  this  year.  Makes  the  most  of  his  off- 
track  money  through  licensing;  has  a 
handful  of  endorsement  deals,  including 
Pepsi,  Ray-Ban  sunglasses  and  Edy's- 
Dryer's  Ice  Cream. 
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BARRY  SANDERS,  29 

Detroit  Lions/ 1996  rank:  none 
Salary/Winnings:  $8.4  million 
Endorsements:  $1.8  million 
^  Total:  $10.2  million 

Sanders  became  the  highest-paid  non- 
quarterback  in  the  NFL  when,  after  a 
brief  holdout,  he  signed  a  five-year  deal 
with  the  Lions  with  a  $12.8  million 
signing  bonus  ($7  million  of  which  he 
got  this  year;  the  rest  is  deferred  until 
1998).  Big  endorsement  deals  with 
Nike,  DirecTX'  and  Cadillac.  The  former 
Oklahoma  State  standout  hasn't  forgot- 
ten his  roots:  Used  some  of  his  bonus 
money  to  buy  a  controlling  stake  in 
a  Tulsa  bank. 


CHRIS  GRAHON,  22 

Philadelphia  Flyers/ 1996  rank:  none 
Salary/Winnings:  $10.0  million 
Endorsements:  $0.1  million 
^  Total:  $10.1  million 

Like  fellow  Forbes  All-Star  Sacik,  Gratton 
was  the  benefactor  of  a  pro\ision  in  the 
nhl's  new  collective  bargaining  agree- 
ment that  allows  young  players  a  limited 
form  of  tree  agency.  The  new  rule  has  put 
wealthier  clubs  in  a  position  to  lure  young 
talent  away  fi-om  smaller-market  teams 
with  huge  signing  bonuses.  In  Gratton's 
case,  a  five-year,  $16.5  million  offer  along 
with  a  $9  million  bonus  was  enough  for 
the  Flyers  to  snatch  the  forward  away 
fi-om  the  Tampa  Bay  Lightning. 
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'TWAS  THE  NIGHT.  Bracelet  of  paillonne  enamel  and  eighteen  karat  gold  designed  by  Jean  Schlumberger,  $16,500. 


Tl  FFAN Y  &  Co. 

l-OR   ril-l-AN>'  SIORH  LOc:AriONS  OR  lNQriRli;S  I  Al.l.  800-5:(i-0(>40. 
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PAYDAY 

Different  strokes 

Most  NBA  players  get  paid 

twice  a  month  during  the 

season.  Big  deals  are  more 

complex.  Here's  how  three 

different  stars  get  paid: 

Juwan  Howard 

Washington  Wizards 

Two  lump-sum  payments, 

in  January  and  July. 

Horace  Grant 

Orlando  Magic 

Gets  paid  throughout  the 

year. 

Shaquille  O'Neal 

Los  Angeles  Lakers 
Gets  salary  in  lump-sum 
payment  at  start  of  the 
season. 


-% 


@  LENNOX  LEWIS,  32 

Boxing/ 1996  rank:  none 
Salarjf/Winnings:  $9.5  million 
Endorsements:  $0.2  million 
^  Total:  $9.7  million 


The  British  heavyweight  returns  to  the 
Super  40  for  the  first  time  since  1994  after 
a  very  strange  year.  First,  he  recaptured 
the  WBC  belt  in  February,  when  opponent 
Oliver  McCall  reflased  to  defend  himself 
and  broke  down  crying  in  the  fifth  round. 
Then  a  July  bout  was  stopped  after  his 
opponent  was  disqualified  for  excessive 
holding.  But  his  pummeling  of  talented 
but  troubled  Pole  Andrew  Golota  in 
October — the  bout  lasted  95  seconds — 
has  restored  Lewis'  credibilit)'  and  will 
likely  gain  him  a  lucrative  payday  against 
Hol)^eld  next  spring. 
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Q  MICHAEL  MOORER,  30 

Boxing/ 1996  rank:  none 
Salary/Winnings:  $9.6  million 
Endorsements:  $0.0  million 
^  Total:  $9.6  million 


When  Mooter  lost  his  heavyweight  tide 
(and  his  respectability')  to  George  Fore- 
man in  1994,  most  wrote  this  brooding 
southpaw  off  for  good.  But  last  year 
Moorer  regained  the  belt  against  German 
Axel  Schultz,  earning  him  a  big  payday 
against  Holytield.  Even  though  he  lost  the 
bout,  the  purse  plus  a  fight  in  February 
were  enough  to  boost  him  onto  our  list 
for  the  first  time  in  three  years. 


Q^  SAMMY  SOSA,  29 

Chicago  Cubs/1996  rank:  none 
Salary/Winnings:  $9.3  million 
Endorsements:  $0.2  million 
^  Total:  $9.5  million 

Sammy  who?  The  hapless  Cubs  stunned 
baseball  when  they  iriked  the  unsung 
Dominican  to  a  four-year,  $42.5  million 
contract  extension.  Although  the  deal 
doesn't  start  until  1998,  a  $4  million  sign- 
ing bonus  edges  him  onto  our  list  this 
year.  Not  that  it  helped  any:  Chicago 
ended  up  in  last  place  yet  again  and  Sosa 
hit  a  lowly  .251.  Endorsements  limited  to 
smallish  equipment  deals  with  Nike  and 
Rawlings. 

Forbes  ■  December  15,  1997 


I 


i£j  1997  American  Century  Services  Corp., 
Amencan  Century  Investment  Services,  Inc. 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more 
they  take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be 
enough  for  a  comfortable  retirement?  You've  made  investments,  but 
now  you  may  not  feel  quite  as  good  about  them.  And  does  anyone 
need  to  ask  how  you  feel  about  Social  Security?  Perhaps  you  should 
consider  something  that  could  give  you  a  little  more  confidence. 
May  we  lend  you  a  hand?  You  will  find  a  wide  range  of  investment 
opportunities  at  American  Century.  We  have  over  sixty  mutual  funds 
organized  to  diversify  your  portfolio.  To  help  get  you  up  and  keep 
you  ahead.  Over  two  million  people  trust  us  to  manage  their  money. 
They  seem  to  like  our  approach  to  investing.  Our  funds  are  managed 
by  teams.  Instead  of  an  individual.  We  believe  that  allows  us  to  make 
better  and  more  consistent  decisions.  We  also  weigh  our  independent 
research  against  market  trends.  To  see  if  they  are  right.  Independent 
thinking.  It  can  make  the  difference  between  winning  and  losing. 
Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentiuy.com 


American 
Century. 


®  JACK  NiCKLAUS,  57 

Golf/1996  rank:  33 
Salarj'/Wiimings:  $0.3  million 
Endorsements:  $9.0  million 
^  Total:  $3.3  million 

For  the  first  five  years  that  Forbes 
tracked  athlete  income,  the  Golden  Bear 
was  a  staple  in  the  top  ten.  Then  last  year 
Nicklaus  took  a  big  chunk  of  his  busi- 
nesses— including  his  30-year  master 
licensing  arrangement — public  dirough 
Golden  Bear  Golf  Inc.  Since  the  Super 
40  doesn't  count  equity  stakes,  Jack  falls 
yet  again  this  year,  but  he  won't  go 
hungry:  A  new  deal  with  Citibank  boosts 
his  endorsement  income,  and  his  54% 
stake  in  Golden  Bear  is  worth  about  $38 
million. 
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FRANK  THOMAS,  29 

Chicago  White  Sox/1996  rank:  30 
Salary/Winnings:  $7.2  million 
Endorsements:  $2.1  million 
^  Total:  $9.3  million 

The  Big  Hurt  signed  a  contract  extension 
at  the  end  of  the  year,  but  it  brings  in  no 
new  cash  tor  1997.  Endorsements  led  by 
Reebok,  which  pays  the  giant  first  base- 
man more  than  any  other  baseball  player 
in  its  stable.  Also  strong  deals  with 
Donruss  (baseball  cards)  and  Acclaim 
(videogame:  All-Star  Baseball  '97 
Featuring  Frank  Thomas).  He  and  Albert 
Belle  are  the  first  baseball  teammates  to 
make  our  list  since  the  Mets'  Dwight 
Gooden  and  Bobby  Bonilla 
in  1993. 


Q)  BREn  FAVRE,  28 

Green  Bay  Packers/1996  rank:  none 
Salary/Winnings:  $5.6  million 
Endorsements:  $3.6  million 
>^  Total:  $9.2  million 


The  year  started  with  a  victory  in 
Super  Bowl  XXXI,  and  things  only  got 
better  from  there.  Both  Nike  and  the 
Packers  gave  Fa\re  new  contracts;  Green 
Bay's  pact  included  a  $12  million  signing 
bonus  ($4  million  of  which  came  in 
1997),  and  Nike  will  shell  out  about  $1 
million  per  year  over  the  next  five  years. 
Also  inked  endorsement  deals  with  Edge 
shaving  cream  and  Sprint, 
among  others. 
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VS^ELCOME  TO  THE  FUTURE  OF 
HOME  ENTERTAINMENT. 

INTRODUCING  D-VHS  FROM  JVC. 
THE  WORLD'S  FIRST  DIGITAL  RECORDING  VCR  WITH  SATELLITE  RECEIVER. 


Only  D-VHS  can  record  an  image  that  is  identical  in  quality 
t«)  the  original  digital  satellite  broadcast,  assuring  the  best 
I  possible  picture  reproduction  available  anywhere. 

TECHNOLOGY  THAT  DELIVERS.  A  single  unit 
which  incorporates  both  recorder  and  tuner,  the  DSRIOO  is 
the  only  D-VHS  VCR  that  utilizes  the  digital  standard  called 
MPFXi2.  When  the  tuner  receives  DISH'^'  Network  satellite 
'  |)rograniming,*  MPECi2  enables  digital  bit  stream  recording 
in  its  pristine  state,  preserving  the  pure  digital  quality  of 
the  original  transmission.  Completing  the  ultimate  home 
theater  experience  is  the  DSRlOO's  digital  stereo  audio  with 
Dolby  Digital"  (AC-3)  output,'^'  w  hich  delivers  incredibly 
rich  and  powerhil  sound.  ^Vnd,  with  the  unique  D-VHS 
tapes  high  storage  capacity,  it's  possible  to  record  three 
full  length  movies,  with  room  to  spare,  on  just  one  cassette 
(identical  in  size  to  a  standard  VHS  tape). 

A  PRACTICAL  INVESTMENT.  Designed  for  the 
future,  D-VHS  also  fiill>'  supports  present  technology'. 
The  DSRIOO  can  playback  and  record  standard  VHS  tapes, 
w  liich  means  your  current  video  library  won't  become 
extinct.  Plus,  in  the  near  future,  the  D-VHS  format  will 


also  be  capable  of  recording  HDTV 
transmissions.  D-VTIS  is  truly  a 
technology  whose  time  has  come. 

Additional  D-VHS  features  include: 


t 


•  18"  satellite  dish  g 

•  On-screen  program  guide  I 

•  UHF/IR  universal  '  > 
remote  control                                           "^ 

•  High  speed  I/O 
terminal  for 
fiiture  expansion 
possibilities 
(multimedia, 
Fire'WHre,  etc.) 

•  V-chip  parental  control  D-IW5  digital  sate 

recording  systen 

D-VHS  FROM  JVC. 

THE  FUTURE  HAS  ARRIVED. 

For  more  information,  see  your  local  authoflied.fVC  dtalcT. 


■ft.'|i^UI^ 
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Even  in  a  sick  Korean  economy 

you  can  make  money  going  against  the  grain. 

Tliis  fellow  does  it  importing  American  technology. 

Silicon 
missionary 


By  Neil  Weinberg 
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MJL  Korea  founder  Mahn-Jick  Lim 

"I  saw  many  Bay  Area  startups  succeed.  It's  important  to  do  the  same  in  Korea." 
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When  his  24-year-old  son  went 
swishing  down  an  icy  Korean  ski 
slope  three  years  ago,  Mahn-Jick  Lim 
did  what  comes  naturally  and  swished 
after  him.  Bam!  Lim  injured  the  same 
ribs  he'd  broken  on  a  Colorado 
mountain  a  few  months  earlier. 

"I  like  to  do  daring  stuff,"  says 
Lim,  now  59.  A  North  Korean  native 
whose  family  moved  to  Seoul  during 
the  Japanese  occupation  and  rode  out 
the  Korean  War  there,  Lim  is  no 
stranger  to  peril.  But  his  riskiest  feat 
may  have  been  to  give  up  a  comfy  life 
as  a  researcher  in  New  Jersey  a 
decade  ago  to  set  up  a  business 
in  Seoul. 

"My  friends  thought  I  was  crazy," 
recounts  Lim.  "I  had  a  very  good 
job.  A  good  life.  'Why  would  you 
even  think  of  leaving?'  they'd  ask." 

It's  not  an  easy  life  being  a  busi- 
nessman in  Seoul — not  with  the  won 
collapsing  and  the  economy  on  the 
verge  of  recession — but  Lim  was  not 
so  crazy.  His  family-owned  firm,  MjL 
Korea,  netted  $3.9  million  on  rev- 
enue of  $37  million  last  year  from 
sales  of  U.S.  software  and  hardware. 
Despite  the  local  turmoil,  Lim  ex- 
pects sales  to  grow  22%  this  year,  to 
$45  million.  He  has  succeeded  by 
doing  everything  that's  not  supposed 
to  work  in  Korea — importing  Amer- 
ican products,  luring  top  talent  with 
financial  incentives  and  penetrating 
the  c/;^^^o/ (conglomerates). 

mil's  stock-in-trade  is  things  like 
Altera  Corp.'s  programmable  logic 
devices.  Centigram  Communications' 
voice,  fax  and  E-mail  forwarding  sys- 
tems and  Ascend  Communications' 
wide  area  network  switches  (the 
switches  fiinnel  data  between  Inter- 
net users  and  service  providers'  high- 
speed communications  lines).  House- 
hold names  these  are  not,  but  unlike 
Korea's  struggling  makers  of  me-too 
products  such  as  cars  and  memory 
chips,  Lim's  firm  sticks  to  things 
others  can't  easily  copy.  That  often 
means  gaining  exclusive  Korean  dis- 
tribution rights  and  painstakingly 
adapting  the  products  to  local  lan- 
guage and  soft\vare  standards. 

Consider  Korea  Telecom's  nation- 
wide Internet  network.  Lim's  engi- 
neers spent  nine  months  working 
with  Korea  Telecom  and  Ascend  to 
get  the  U.S.  firm's  Internet  switches 
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to  work  with  Korea's  tele- 
phone protocols,  which  are 
rather  unlike  the  ones 
found  in  North  America. 
When  Korea  Telecom 
picked  SsangYong  Infor- 
mation &  Communications 
as  its  main  contractor,  MJL 
won  $2.8  million  in  busi- 
ness installing  Ascend 
switches. 

The  nine-year-old  MIL 
could  retire  its  S4.5  million 
in  debt  with  less  than  one 
year's  earnings.  Contrast  it 
with  the  chaebol^  which 
have  collapsed  like  domi- 
noes recently  after  expand- 
ing recklessly  and  racking 
up  huge  debts.  So  weak 
and  overleveraged  have  been  Korean  g)'  among  my  products." 
corporations  that  the  shareholders'  A  chemical  engineering  graduate  of 

equity  of  many  has  been  declining      Seoul  National  University,  Korea's 
consistently  for  years.  Harvard,  Lim  earned  a  Ph.D.  in  engi- 

"Big  Korean  companies  often  fail  neering  science  at  the  University  of 
by  getting  into  businesses  they  don't  California,  Berkeley,  in  1967.  Lim 
understand,"  says  Lim.  "From  the  spent  the  next  two  decades  at  the 
outset  I've  made  sure  there's  a  svner-      AT&T  Enaiineering  Research  Center 


Staying  in  touch  in  Seoul 

Heady  growth  means  big  opportunities  for  U.S.  firms 


in  Princeton,  N.J.  Since  a 
lot  of  Lim's  work  there 
involved  developing  and 
manufacturing  new  semi- 
conductors, he  scoured 
U.S.  startups  for  the  latest 
technolog}^ 

"In  the  memory  busi- 
ness, if  you  pick  the  wTong 
stepper  [a  device  used  in 
chip-making],  your  compa- 
ny fails,"  says  Lim.  "I 
gained  lots  of  experience 
evaluating  small  compa- 
nies' technologies  and 
finances." 

A  rapid-fire  talker  whose 
father  started  a  newspaper 
and  a  tiremaking  business, 
Lim  had  long  wanted  to 
work  for  himself  He  figured  his  skills 
would  be  in  greatest  demand  in  South 
Korea,  widi  its  pressing  need  for  lead- 
ing-edge technology  and  its  spott\' 
record  employing  it  (see  box,  p.  210). 

In  1987  Korean  firms  were  just 
beginning  to  compete  with  Ameri- 
cans and  Japanese  in  computers  and 


Short-term  fever? 

hy  B.Grady      ^_ .     ^ 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
inve.stment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-tenn 


discipline  behind  every  Kemper  Fund. 
WeIcome^°  the  short  .^erra  v;orVd.    ^      So  ^.>^^     v\u\V     shorr'teirn 
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HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


^'■ 
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W  hy  it's  that  Kemper  Funds  long-temi 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 
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7  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes,..!  couldn't  even 

bring  myself  to  order  slow- 
roasted  chicken." 


ride  <v       v^V"^ 

,^.3vn&  out    % 

of  arf active  market  is  what  Kemper's 

been  doing  for  nearly  50  years  now  — 

in  a  world  that's  become  increasingly 

short-tenn  focused.  If  their  long-term 

discipline  can  cut  through  an  everyday 

scenario  this  easily,  imagine  what 

Kemper  Funds  can  do  for  your  portfolio. 

Ask  your  financial  advisor  about 

the  long-temi  thinking  behind  Kemper 

Funds.  Or  call  1  -888-Kemper-7  ext.  9 1 7 

or  visit  www.kemper.com 
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Mk  KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world*" 

For  a  prospectus  containing  more  complete  information 
including  management  fees  and  expenses,  call  Kemper. 
Please  read  it  carefully  before  investing  or  sending 
money.  ©  1997  Zurich  Kemper  Distr^utors,  Inc. 
A  member  of  the  Q  Zurich  Group  1 034940 


other  high-end  electronics.  Success 
meant  mastering  new  technologies. 
Lim  approached  Altera,  an  upstart  in 
the  then-emerging  field  of  program- 
mable logic  chips.  These  make  it  pos- 
sible to  install  custom  programs  into 
standard  chips,  rather  than  starting 
from  scratch  at  a  huge  cost. 

Lim's  enthusiasm  won  him  exclu- 
sive Korean  distribution  rights  for 
Altera's  product  line.  He  quit  AT&T, 
returned  to  Seoul  and  dipped  into 
savings  to  rent  a  small  office.  Afiier  a 
struggle  he  managed  to  lure  one  new 
engineering  graduate  as  a  salesman. 
Within  two  weeks  thev'd  landed  a 
$500,000  order. 

That  put  MJL  in  the  black  its  first 
quarter,  but  the  sacrifices  weren't 
over:  Lim  discovered  that  if  he  was 
going  to  be  a  real  player,  he'd  have  to 
give  up  his  hard-won  U.S.  passport. 
He  and  the  Korean -born  wife  he  had 
met  while  studying  at  Berkele)' — Mija 
Kim  Lim,  also  chief  financial  officer  at 
MJL — left:  their  three  grown  children 
behind  in  the  U.S. 

Hardest  of  all  was  attracting  tal- 


ented engineers  in  a  country  that 
worships  big  firms.  Until  a  few 
months  ago  stock  options  were  ille- 
gal in  Korea.  Drawing  on  his  U.S. 
experience,  Lim  split  MjL  into  four 
ciepartments  and  gave  each  sales  tar- 
gets and  bonus-linked  incentives. 
mjl's  top  performer  took  home 
compensation  of  around  5200,000 
last  year,  a  princely  sum  in  an  econ- 
omv  with  a  per  capita  income  of 
$10,000.  Twenty  of  Lim's  75 
employees  hold  engineering  gradu- 
ate degrees.  Says  Lim:  'T  tell 
employees,  'One  of  my  objectives  is 
for  you  to  get  rich.'  " 

To  motivate  Lim's  employees  to 
move  its  products,  LCube,  a  small 
supplier  of  cbjps  used  in  data  routers 
based  in  Campbell,  CaUf.,  has  taken 
incentives  one  step  further.  Explains 
Shrikant  Sathe,  LCube's  vice  presi- 
dent for  international  market  devel- 
opment: "We  give  mjl  employees 
stock  options  to  get  an  unfair  share  of 
their  available  bandwidth  [atten- 
tion]." It  seems  to  be  working,  mjl's 
sales  for  LCube  should  quadruple 


this  year,  to  $130,000,  about  5%  of 
LCube's  worldwide  total. 

Lim  is  readying  new  products  to 
help  Korean  firms  cut  costs  and 
improve  efficiency,  mjl  will  soon 
launch  a  Korean  version  of  Scopus 
Technologies'  telephone  customer 
care  center  software,  which  lets  firms 
respond  more  rapidly  to  caller 
inquiries,  almost  a  foreign  concept  in 
a  land  used  to  waiting.  Lim  figures 
Scopus  could  bring  in  as  much  as  $2 
million  in  new  sales  next  year  and  at 
least  double  that  in  1999. 

Korea  is  also  slow  in  making  large 
corporate  databases  accessible  to 
workers.  Two  of  Lim's  partners. 
Prism  Solutions  and  Business 
Objects,  are  hot  players  in  the 
data  warehousing  business. 

Ultimately,  Lim  would  like  to  go 
beyond  customizing  others'  soft\\'are 
and  put  his  own  Korean-made  prod- 
ucts on  the  world  market.  "I  saw 
many  [San  Francisco]  Bay  Area  start- 
ups become  vastly  successful,"  says 
Lim.  "It's  important  to  prove  the 
same  can  be  done  in  Korea."         ^M 


Tap  this  market 


When  it  comes  to  elec- 
tronics, Korea  Inc.  knows 
how  to  sell,  but  it  is  just  a 
beginner  at  buying. 
Korean  firms  have  been 
cranking  out  internation- 
ally competitive  semi- 
conductors, flat-panel 
displays  and  other  mass- 
produced  electronic  goods 
for  years.  But  they  are 
only  now  learning  to  use 
information  technology^  as 
a  competitive  weapon. 

According  to  an  index 
compiled  by  the  National 
Computerization  Agency, 
Koreans  buy  and  use  only 
about  one-seventh  as 
much  computer  and  com- 
munications technology' 
per  capita  as  Americans, 
and  one-third  as  much  as 
Japanese.  In  short,  there's 


immense  potential  for 
U.S.  technology^  firms 
that  know  how  to  sell  in 
foreign  markets. 

Je  Keun  Park  is 
founder  of  High-Profes- 
sional Consulting,  a  tech- 
nolog)'  practice  in  Seoul. 
He  tells  of  how  one  of 
Korea's  largest  manufac- 
turers recentJv  heard 
Westerners  raving  about 
enterprise  resource  plan- 
ning software  that 
enabled  them  to  integrate 
operations  like  sales, 
finance  and  manufactur- 
ing and  to  run  complex 
what-if  scenarios.  The 
Korean  firm,  spent  mil- 
lions of  dollars  installing 
sofrvy'are  fi-om  sap  and 
others,  and  on  the  hard- 
ware to  run  it  all.  What  it 
didn't  do  was  make  oper- 
ational changes  to  feed  in 
the  required  data. 

"They  decided  on  the 
package  before  setting  up 


any  business  processes,  so 
in  the  end  they  couldn't 
even  calculate  how 
exchange  rate  changes 
would  affect  them," 
groans  Park.  Despite  the 
pitfalls,  he  expects  Korean 
firms  to  invest  more  in 
Western  technology'. 

Jerome  Thorson,  joint 
representative  director  of 
LG-EDS,  a  technolog)'^  con- 
sultanq,'  joindy  owned  by 
Electronic  Data  Systems 
and  members  of  Korea's 
LG  group,  says  financial 
pressures  and  deregulation 
are  forcing  Korean  firms 
to  smarten  up.  LG  Credit 
Card,  for  example,  is  con- 
sidering a  plan  to  cut  bad 
debt  by  using  software  to 
create  detailed  customer 
profiles.  LG-EDS  would 
then  like  to  split  the  sav- 
ings between  customer 
and  consultant,  as  they 
often  do  in  the  West. 

"We're  helping  LG 


~ — —- — ■ — ^?r-—^-:«tsr!:3Rfszr 
Credit  Card  analyze 
behavioral  differences 
among  groups  of  cus- 
tomers and  how  to 
respond,"  says  Thorson. 
"They  never  would  have 
done  this  in  the  past." 

With  deregulation  set- 
ting off  a  flurry  of  compe- 
tition, Korea's  telecom 
carriers  are  getting  the 
cost-cutting  religion. 
Dacom  Corp.,  a  wireless 
carrier,  plans  to  install  call- 
center  solt\\'are  ft^om  San 
Francisco's  Genesys 
Telecommunications 
Laboratories,  which  can 
cut  query  response  time 
fi-om  several  minutes  to  a 
few  seconds. 

In  the  near  term,  it's 
reasonable  in  Korea's 
floundering  economy 
to  expect  cutbacks  in 
orders  for  capital  goods 
like  these.  The  long-term 
potential  remains 
enormous.         -X.W.  ^ 
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Greece  Today 

fl  NEU  SENSE  OF  CERTAINTY 


BY  VICTOR  WALKER 


Fireworks,  an  all  nighf^MR^n  thelippQm^mmmTCIiphoria  0IMII^5tock  Exchange 
followed  the  announcement  in  Lausanne  on  September  5  that  Athens  had  been 

selected  to  stage  the  Olympic  Games  of  2004. 


It  was  not  simply  a  matter  of  national 
pride.  Securing  the  Games  could  also  do 
wonders  for  an  economy  straining  to 
meet  the  Maastricht  criteria  required  to 
take  part  in  the  final  stage  of  the 
European  Monetary  Union  (EMU).  For 
several  years,  major  infrastructural 
works  that  will  eventually  change  the 
face  of  Greece  have  given  much  of  the 
country  -  and  most  notably  Athens  -  the 
appearance  of  an  immense  construction 
site.  Now  there  is  confidence  that  the 
projects  will  be  completed,  if  not  exactly 
on  schedule,  then  at  least  by  2004. 

As  the  PASOK  socialist  government 
of  Costas  Simitis  enters  the  second  year 
of  its  four-year  term,  international 
organizations  and  monitoring  agencies 
are  in  agreement  that  the  Greek 
economy  is  finally  moving  in  the  right 
direction.  Indeed,  progress  has  been 
more  evident  than  in  any  single  year  in 


the  past,  even  though  several  of  1997's 
budget  targets  won't  be  reached  and 
few  of  the  major  infrastructural  works 
are  on  schedule. 

The  government's  overriding  priority 
is  to  meet  the  Maastricht  criteria  bv  1999 
in  order  to  participate  in  the  next  stage 
of  EMU  in  2001.  This  vrill  entail  at  least 
two  more  years  of  economic  stringency, 
especially  if  Greece  wants  to  achieve 
real  and  sustainable,  as  opposed  to 
merely  nominal,  convergence  with 
its  economically  stronger  European 
partners. 

Simitis  emphasized  three  goals  in  a 
September  rexiew  of  Greece's  economy 
at  the  opening  of  the  Thessaloniki 
International  Fair:  to  qualify  for  the 
EMU  by  1999;  to  strengthen  Greece's 
regional  role  as  the  only  EU  country  in 
Southeast  Europe;  and  to  modernize 
the   country's   public   administration. 


health  and  education  systems. 

Traditionally  socialist  until  a  year  ago, 
the  government  has  moved  cautiously, 
given  the  political  risk  of  moving 
simultaneously  on  both  Maastricht 
criteria  and  modernization.  Still.  Simitis 
need  not  be  intimidated  by  those  in 
PASOK  who  remain  nostalgic  for  the 
beg -and- borrow  economic  policies  of 
his  predecessor.  .-Vndreas  Papandreou. 
The  reason:  a  favorable  personal  radng 
ahead  of  his  party's  in  anniversarv 
opinion  polls  and  a  less-than-unified 
main  New  Democracy  opposidon.  which 
has  seen  three  leadership  changes  in 
three  years. 

Thus,  1998  looks  promising.  Pri\-at- 
ization  will  accelerate  and  the  imder- 
performing  public  sector  will  be 
aggressively  streamlined.  Greater  flex- 
ibility- in  labor  relations  is  also  in  order, 
challenging  ti"aditional  socialist  tenets 


Greek  Government 
Securities  markets 

t\  series  of  recently  introduced  inno- 
vations have  greatly  helped  the  Greek 
government  securities  markets,  which 
thus  far  operated  in  a  traditional  way, 
to  rapidly  develop  into  modern  and  ef- 
ficient securities  markets  in  recent 
years. 

The  critical  innovation  in  the  field  of  the 
issuance  and  trading  of  government  se- 
curities was  the  establishment  of  the 
system  of  clearing  and  settlement  of 
transactions  in  securities  in  book-entry 
form  in  1995.  The  system  is  managed  by 
the  Bank  of  Greece  and  covers  all  gov- 
ernment securities,  while  securities  of 
other  issuers  or  other  financial  products 
can  also  be  included. 

In  order  to  have  access  to  clearing  and 
settlement  facilities,  holders  of  securities 
in  paper  form  of  past  issues  are  given  the 
option  either  to  dematerialize  such  secur- 
ities and  thus  include  them  in  the  system 
of  clearing  and  settlement  of  transactions 
in  securities  in  book-entrv'  form  or  to  de- 
posit them  in  the  newly  established  by  the 
Bank  of  Greece  Depository  which  will  be 
used  to  suppon  the  conduct  of  monetary 
policy  in  the  third  stage  of  EMU. 

To  support  the  efficient  functioning  of 
the  secondary  market  for  government 
securities,  the  Bank  of  Greece  is  prepar- 
ing an  electronic  trading  system  that 
will  be  connected,  with  the  clearing  and 
settlement  system  of  government  secur- 
ities in  book-entry  form  and  the  Depos- 
itory in  on-line  real  time.  The  electronic 
trading  system  will  be  in  operation  with- 
in the  next  few  months;  and  parallel  to 
that,  the  Ministry  of  Finance  and  the 
Bank  of  Greece  are  preparing  the  insti- 
tutional framework  for  the  introduction 
nf  primary  dealers,  to  deepen  the  secon- 
dary market  for  government  securities. 
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(such  as  the  five-day  work  week  and 
eight-hour  day)  and  leading  to  more 
widespread  acceptance  of  investment  as 
the  key  to  development. 

AN  ECONOMY  RESPONDING  TO  TREATMENT 

Progress  has  been  made  in  cutting 
inflation,  the  public  deficit  and  interest 
rates,  and  GDP  is  picking  up;  but  some 
particularly  difficult  terrain  remains. 
Inflation  is  down  by  3%  from  a  year  ago 
to  around  5%,  leaving  what  the  National 
Economy  Ministry  describes  as  the  "hard 
core"  to  be  tackled  in  1998.  At  the  same 
time,  signs  of  fiscal  exhaustion  have 
finally  caused  the  government  to  change 
budgetary  direction,  moving  toward 
curbs  in  spending  and  efforts  to  privatize 
the  economy. 

The  government's  1998  targets 
include  cutting  the  general  govern- 
ment deficit  to  2.4%  of  GDP  from 
an  estimated  4.2%  this  year,  halving 
inflation  to  2.5%  and  boosting  GDP  by 
3.7%.  While  declining  interest  rates 
should  stimulate  both  domestic  and 
foreign  investment  and  help  create  jobs, 
a  price  will  be  paid  by  the  majority  of 
Greeks  who  rely  on  interest  on  their 
savings  to  supplement  some  of  the 
lowest  average  salaries  and  pensions 
in  the  EU. 

Simitis  has  seized  on  the  selection 
of  Greece  to  host  the  Olympics  as 
a  sign  of  international  recognition  of 
the    country's    economic    progress,    as 


well  as  confidence  that  his  economic 
goals  will  be  reached.  Surprisingly 
Greeks  appear  to  agree  with  thi 
interpretation,  predicting  that  Athen 
will  make  an  exemplary  setting  for  th< 
Olympic  Games. 

Since  September,  there  is  greate: 
public  confidence  that  the  majo; 
infrastructural  works  will  be  completec 
by  2004.  The  larger  of  the  EU-backec 
projects  include  extensive  motorway; 
throughout  Greece  to  connect  with 
the  Balkans  and  Europe,  a  new  airpor 
and  metro  system  in  Athens,  c 
suspension  bridge  linking  the  Pelop 
onnese  with  mainland  Greece  and 
complete  modernization  of  the 
country's  telecommunications  system. 
These  efforts,  along  with  dozens  oi 
smaller  port,  airport,  road,  rail,  trans- 
portation and  tourism  projects,  should 
revitalize  Greece's  role  as  an  inter- 
national communications  hub,  business 
center  and  tourist  destination.! 
Importandy,  they  should  help  stimulate 
investment  and  provide  enough  jobs, 
both  in  construction  and  other  areas, 
to  make  a  dent  in  the  country's  10% 
unemployment  rate. 

A  three-year  privatization  program 
to  further  stimulate  investment  will 
include  the  Public  Petroleum  Corp- 
oration, the  ports  of  Piraeus  and 
Thessaloniki,  the  Thessaloniki  Inter- 
national Fair,  the  Athens  and  Thessa- 
loniki water  companies,   state  lotteries 


ThfiWFaceofWilflo 


Telecoms  and  Informatics  stand  at  the  summit  of  opportunity 

in  the  New  Europe.  True  to  its  heritage,  INTRACOM 

commands  the  flexible  skills  and  swift  reactions 

for  intelligent  choices  on  the  exacting  path  to  the  top. 


19.5  km  Markopoulo  Ave., 

190  02  Peania-Attika,  GREECE, 

Tel.:  +(30-1)  686-0000,  Fax:  +(30-1)  664-4379 

http:  //www. intracom.gr 


INTRACOM 

Hellenic  Telecommunications  &  Electronics  Industry 


TWrnrTTTTWTWTT 


EE(E  TODAr 


(ERTAINT 


and  duty-free  shops,  the  Corinth  Canal 
and  tvvo  affiliates  of  Olympic  Airways. 
OhTnpic  Airways  itself,  and  the  Public 
Power  Corporation  -  Greece's  largest 
public  utility'  -  are  expected  to  undergo 
privatization  later  on. 

Privatization  in  all  cases  will  be  partial 
(with  the  government  retaining  at  least 
70%  of  equity  in  these  entities),  and 
will  be  accompanied  by  the  continued 


overhaul  of  all  state  corporations 
and  utilities.  This  will  occur  either  to 
prepare  for  their  own  flotations  on 
the  Stock  Exchange  or  simply  to  lessen 
demands  on  the  state  budget  and 
reduce  new  hiring  in  the  public  sector. 
Privatization  turns  a  spotlight  on  the 
121-year  old  Athens  Stock  Exchange. 
In  recent  years,  the  Exchange  has 
modernized     its     infrastructure     and 
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Greek  by  name,  International  by  nature. 
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Think  how  many  words  of  Greek  origin 
are  in  every  day  use  in  the  international 
business  vocabulary.  Now  take  a  minute 
to  get  acquainted  with  Alpha  Credit  Bank; 
a  bank  with  a  Greek  name,  but  inter- 
national in  nature.  Founded  more  than  a 
century  ago,  today  it  maintains  net  only 
an  international  presence  but  a  strong 
international  character  in  every  product 
or  service  it  is  offering  to  its  customers. 
Alpha  Credit  Bank,  with  a  network  of  200 
Branches,  is  the  largest  private  sector 
bank,  and  one  of  the  top  three  banks 
operating  in  Greece  today.  In  terms  of  its 
market  capitalization  which  exceeds 
US$  3  billion  (October  16th.  1997)  it  is 
the  largest  bank  listed  in  the  Athens 
Stock  Exchange. 

The  Bank  and  the  Group  it  controls  (15 
other  major  companies)  are  industry 
leaders  providing  a  wide  range  of  financial 
services,  including  investment  banking, 
fund  management,  insurance,  leasing 
property  and  data  processing. 
With  its  extensive  network  of  Branches  in 
Greece  and  international  presence  in  the 
United  Kingdom  (London),  Romania  and 
shortly  in  Albania,  Alpha  Credit  Bank  may 
prove  to  be  the  partner  that  can  show  you 
the  way  to  expand  your  business  in 
South  East  Europe. 

So  if  you  are  looking  for  a  bank  that  is 
Greek  by  name  but  international  by 
nature,  contact  Alpha  Credit  Bank  at 
+301  326  0000  or  visit  our  website. 
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.ALPHA  CREDIT  BANK 


For  further  ir>formatior>  please  visit  our  site  at:  www.  alpha  gr.  e-mail  address:  secretariat  @  alpha.gr 


Tourism  in  6re?(e  is  beinq  refocused 
toward  upscale  visitors. 


operations  and  benefited  fror 
declining  interest  rates,  which  hav 
made  state  paper  and  bank  deposit 
less  attractive  as  investments.  In  1998 
the  Exchange  will  receive  a  boos 
when  the  Bank  of  Greece  introduce, 
electronic  trading,  creating  a  secondar 
market  for  government  debt  and  thu 
increasing  its  attractiveness  to  investors 
"American  investors  exhibit  activ< 
interest  in  Greek  securities .  .  .  Foreigr 
investors  increasingly  see  Greek  com 
panies  as  a  gateway  to  the  Balkans,' 
says  Nicolas  Bornozis  of  New  York 
based  Capital  Link. 

THE  GATEWAY  TO  BALKAN  OPPORTUNITIES 

After  successfully  handling  two  stocl 
offerings  for  the  Hellenic  Tele 
communications  Organization  (OTE) 
along  with  some  sizable  private  issues, 
the  Exchange  is  now  anxious  to  seize 
opportunities  presented  by  Greece's 
unique  position  as  the  only  "emerging' 
market  in  the  European  Union.  Com- 
panies operating  in  the  wider  Balkans 
area  are  expected  to  be  traded  on  the 
new  Exchange  established  in  Thessa- 
loniki,  which  will  extend  Greece's  capital 
markets  and  strengthen  its  international 
profile  as  an  investment  center. 

Parliament  is  considering  new 
legislation  to  help  stimulate  direct 
foreign  investment  in  manufacturing  as 
well  as  joint-venture  projects  with  Greek 
partners.  Aimed  at  the  Balkan  and 
Black  Sea  markets,  the  legislation  will 
emphasize  insurance  against  political 
risk.    Established   one   year   ago,    the 
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Hellenic  Center  for  Investment  (ELKE) 
is  a  one-stop  shop  that  also  supports 
foreign  investment  and  is  steadily 
gaining  recognition.  Modeled  on  the 
Irish  and  Portuguese  development 
agencies,  ELKE  guides  potential 
investors  through  the  legislative  and 
bureaucratic  maze. 

When  the  Communist  bloc  dis- 
integrated, Southeast  Europe  - 
including  Bulgaria,  Romania,  Albania 
and,  to  a  lesser  extent,  the  former 
Yugoslavia  -  suddenly  emerged  as  a 
bright  spot  for  Greek  business  people 
looking  for  new  oudets  for  Greek  trade 
and  services.  This  development,  along 
with  the  rising  value  of  trade  flows, 
caused  banks  to  look  outside  the 
country  as  well.  Alpha  Credit  Bank,  for 
example  -  Greece's  biggest  private 
sector  bank  -  now  has  the  largest  Greek 
presence  in  Romania,  thanks  to  its 
Romanian  subsidiary,  Banca  Bucuresli. 
The  bank  has  further  plans  to  open  a 
branch  in  Tirana,  capital  of  Albania, 
mainly  to  service  bilateral  trade  and 
Greek  businesses  there. 

Much  of  Greece's  current  monetary 
stability  -  an  essential  component  of 
its  economic  progress  -  is  owed  to  a 
foreign  exchange  policy  that  the 
industrial  and  tourism  sectors  decry  for 
its  harshness  toward  the  drachma.  But 
the  Bank  of  Greece  insists  it  is  simply 
using  non- accommodation  policies 
to  stave  off  inflationary  pressures. 
Essentially,  the  drachma  is  no  longer 
routinely  depreciated  by  the  difference 
between  the  Greek  and  the  average 
EU  inflation  rates.  This  has  had 
both  positive  and  negative  outcomes, 
depending  upon  who  is  making  the 
case.  On  the  one  hand,  it  has  led  to 
declining  exports,  greater  import 
penetration  and  the  loss  of  a  sizable  part 
of  Greece's  low-budget  mass  tourism 
industry  to  other  countries,  resulting  in 
a  rise  in  the  current  account  deficit 
to  3.7%  of  GDP  in  1997  from  2.6% 
in  1995.  On  the  other  hand,  it  has 
imposed  greater  financial  discipline 
on  both  the  public  and  private  sectors 
by  forcing  them  to  reduce  costs  or 
increase  productivity  instead  of 
borrowing   money,   in   the  expectation 


that  repayment  will  be  eased  by 
drachma  depreciation. 

Non-accommodation,  says  Bank  of 
Greece  Deputy  Governor  Panayotis 
Thomopoulos,  "is  a  sustainable  policy 
with  beneficial  effects  on  inflation  and 
also  on  the  underlying  behavior  of  the 
economy,  and  we  are  sticking  to  it." 

The     central     bank     regards     any 


current  account  deficit  below  5%  as 
"sustainable".  This  is  especially  true 
when  the  foreign  debt  is  falling  steadily 
as  a  percentage  of  GDP.  Servicing 
costs  are  declining  in  line  with  interest 
rates  and  inflows  of  capital  from 
Greek  communities  overseas  average 
a  billion  dollars  a  year.  Add  to  these 
increased      portfolio      and      business 
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Why  you  should 
invest  in  Greece 


raddling  three  continents,  its  close  proximity  to  the  Middle  East  and 
access  to  the  Emerging  East  European  markets,  make  Greece  a  strategic 
location  for  prospective  investors.  It  offers: 

•  Some  of  the  lowest  operating  costs  in  combinarion  with  high  financial 
incentives  in  Europe. 

•  Political  and  Social  stability  and  favourable  macroeconomic  environment. 

•  Membership  in  the  European  Union. 

•  One  of  the  highest  rates  of  GNP  growth  in  Europe  for  1997  and  bright  prospects 
for  the  coming  years. 

•  Complete  liberalisation  of  the  investment  capital  movements. 

•  Excellent  growth  and  profit  opportunities  in  food  processing,  PC  electronics. 
Communications  and  Tourism. 

•  Acceleratmg  pri\  atisation  plans. 

•  Skilled  and  multilingual  persomiel. 

The  Greek  Government  in  an  effort  to  help  promote  international  investment  in 
Greece,  has  founded  a  public  interest  corporation  with  a  mandate  to  seek,  inform, 
encourage,  counsel  and  support  prospective  investors  throughout  the  investment 
process,  including  iielp  in  securing  the  necessary  licenses.  Tliis  powerful 
institution,  that  is  committed  to  support  and  advise  vou  free  of  charge,  is  the 
Hellenic  Center  for  Investment. 
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We  are  open  for  business 


ELKE 


Hellenic  Center  for  Investment 

3,  Mitropoleos  Str.,  GR-  105  57  Athens,  Tel.:  (301)  324  2070,  Fax:  (301)  324  207'J 


AUVIUMUMLNI  1) 


Athens  Stock  Exchange 

An  Emerging  Market  in  the  European  Union 

A  NEW  ERA  HAS  DAWNED.  WHAT  WAS  ONCE  A  FLEDGLING 
EMERGING  MARKET  CONSTRAINED  BY  POLITICAL  AND 
ECONOMIC  INSTABILITIES  FUELLED  BY  SOCIAL  UNREST,  IS 
NOW  A  MATURE  EMERGING  MARKET  WHICH  COMBINES 
THE  BEST  OF  BOTH  WORLDS  -A  DEVELOPED  MARKET'S 
REGULATORY  .CONTROLS  WITH  THE  INVESTMENT  OPPORT- 
UNITIES   OF    AN    EMERGING    MARKET. 

Embarking  on  an  age  of  transformation  -  shiedding  old  practices  and 
antiquated  technologies  -  the  ASE  is  creating  an  image  of  innovative  thinking 
and  leadership.  ASE  will  also  play  a  pioneering  role  in  the  wider  Southeastern 
European  region  -  offering  regional  emerging  bourses  guidance  and  a  legal  and 
operational  framework.  In  1998,  Greek  Depositary  Receipts  of  regional 
companies  are  expected  to  commence  trading  in  ASE's  new  stock  exchange 
center  in  Salonica. 

Over  the  past  decade,  ASE  has  matiu-ed  enormously.  Rev^ersing  a  tradition 
of  reliance  on  bank  financing  and  family  ownership,  ASE  has  become  a  primary 
source  of  capital  for  Greek  corporations.  It  now  lists  226  companies  on  the 
Main  and  Parallel  Markets  compared  to  142  in  1993  and  116  in  1980.  Market 
capitalization  increased  to  $40.2  billion  in  September  1997  from  $12.51 
billion  in  1993,  representing  a  staggering  jump  of  221%  in  just  four  years. 
Privatizations  and  a  strong  flow  of  corporate  IPOs  will  sustain  ASE's  further 
growth.  Current  average  daily  trading  \'olumes  exceed,  by  more  than  90  times, 
those  of  1987.  In  the  first  nine  months  of  1997,  total  trading  volimie  reached 
$14  billion.  ^^ft"  V:.  ^-. 

Despite  its  rise,  the  Greek  market  remains  attractive  compared  to 
other  markets.  Also,  it  enjoys  a  high  degree  of  visibiUty  for  the  future. 
Macroeconomic  figures  remain  on  solid  track,  as  the  government  is  committed 
to  convergence  with  the  Maastricht  criteria.  Corporate  earnings  keep  improving 
at  a  fast  pace,  facilitated  by  several  favorable  factors.  Infrastructure  develop- 
ment, partly  funded  by  the  European  Union,  accelerates  to  meet  the  deadlines 
of  the  2004  Olympic  Games.  These  will  also  create  additional  business  and 
investment  opportunities.  Finally,  the  pacification  of  Southeastern  Europe 
allows  Greek  companies  to  play  a  pivotal  role  in  the  restructuring  of  regional 
economies.  Greek  companies  present  foreign  investors  with  a  safe  vehicle  to 
benefit  from  regional  opportunities. 

In  the  wake  of  this  exploding  environment,  the  ASE  has  seized  the 
opportunity  to  modernize,  diversify'  and  expand.  Shares  dematerialization  is  a 
top  priority.  To  date,  76%  of  the  shares  traded  are  immobilized.  This  has 
already  improved  settlement  efficiency  and  facUitated  trading  activity.  The 
project  of  book  entry  form  wiU  be  completed  within  the  fu-st  half  of  1998. 

In  order  to  accommodate  the  increased  trading  volume  generated  by 
derivative  trading-  expected  to  begin  in  1998 -ASE  introduces  a  new 
integrated  electronic  trading  system,  covering  bonds,  shares  and  derivatives. 
A  new  index,  developed  jointly  with  the  Financial  Times,  the  FTSE/ASE-20, 
will  also  be  used  for  derivatives  trading. 

These  developments  are  attracting  both  a  domestic  and  an  international 
investor  base.  The  emergence  of  a  strong  institutional  and  retail  base  adds  to 
the  market's  depth  and  liquidity.  Foreign  investors  remain  a  significant  force, 
representing  25% -30%  of  ASE's  trading  volume  compared  witli  15%  five 
years  ago. 

The  21st  century  promises  to  be  the  financial  Golden  Age  for  Greece, 
providing  global  investors  with  growth  opportunities  and  attractive  investment 
prospects.  Greece's  attractive  valuations  coupled  witli  ASE's  diversification, 
modernization,  management  stabilit}'  and  regional  market  alliances  provide  a 
stable  foundation  which  can  support  imbridled  grow^  opportunities.  It  is 
truly  an  exciting  time  for  all  investors.   ■ 


investment  from  abroad  and  there  b 
more  than  adequate  "below  the  line 
support"  for  the  payments  balance. 

Furthermore,  much  of  the  foreign 
borrowing  in  recent  years  has  been 
to  finance  major  improvements  in 
infrastructure,  such  as  the  new  Athens 
International  AirporL  This  project  has 
enjoyed  a  sufficiendy  long  grace  perioc 
that  enables  repayment  to  begin  after 
the  investments  have  produced  export 
earnings  from  tourism  and  airport 
operations.  The  same  applies  to  foreign 
exchange  borrowing  to  expand  the 
capacity  of  export  -  oriented  domestic 
sectors,  where  repayment  will  begin 
after  the  foreign  exchange  inflows  have 
increased. 

A  CLIMATE  OF  OPTIMISM 

Export -oriented  firms,  Thomopoulos 
notes,  enjoy  some  of  the  highest  rates  in 
OECD  and  also  benefit  from  a  dramatic 
fall  in  the  cost  of  borrowing.  Along  with 
the  stability  of  exchange  rates,  this 
factor  has  encouraged  heaw  investment 
to  improve  productivity  and  product 
quality.  "Higher  returns  available  in 
Greece  have  helped  keep  capital  flight 
in  check,"  Thomopolous  says,  causing 
"some  of  the  private  Greek  savings  that 
had  escaped  the  country  to  now  come 
back  and  help  build  up  the  productive 
capacity'  of  the  economy." 

With  economic  stabilization  achieved, 
Greece  is  firmly  embarking  on  a  course 
of  sustained  convergence  with  its 
wealthier  EU  partners.  A  Balkan  summit 
on  the  island  of  Crete  in  November, 
the  first  since  the  eruption  of  hostilities 
in  former  Yugosla\ia,  saw  Greece 
playing  its  proper  role  as  a  force  for 
peace,  stability  and  progress  in  the 
wider  region.  It  is  now  part  of  the 
solution  and  not  the  problem. 

For  international  investors  seeking  a 
hospitable  and  stable  business  environ- 
ment in  an  EU  country  that  also  offers 
access  to  the  emerging  markets  of  the 
region,  Greece  is  obviously  the  place  to 
be.  With  such  a  bright  outiook,  there 
is  ample  justification  for  thv^  country's 
renewed  sense  of  purpose. 
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High  Tech  Greece? 


A  profile  of  Intracom's  Kokkalis 


As  the  Greek  economy  speeds  up  toward 
rationalization,  growth  and  real  convergence  with 
its  stronger  partners  in  the  EU,  new  centers  of 
dynamism  have  come  to  the  fore  in  sectors  that 
one  would  not  traditionally  associate  with  this 
sun-splashed  country. 


Enter  Intracom  and  its 
confident  Chairman  and 
CEO,  Socrates  Kokkalis,  who 
in  the  past  20  years  has  managed 
to  establish  the  Athens-based  tele- 
communications and  information 
science  conglomerate  as  a  force 
to  be  reckoned  with  in  Europe. 
Intracom  dominates  the  modern- 
ization of  GTE,  the  Greek  PTT.  It  has 
established  and  is  operating  its  own 
lottery  systems  in  the  Balkans  and 
as  far  away  as  Russia.  It  develops 
real-time  communications  software 
for  Ericsson  AB  of  Sweden.  It  owns  a 
modern  electronics  manufacturing 
facility  in  Romania  and  exports  its 
products  to  Germany,  Hungary  and 
to  more  than  15  other  countries. 

The  key  to  Intracom's  success  in 
tapping  the  emerging  markets  in  the 
New  Europe,  and  in  making  inroads 
into  the  traditional  markets  of  the  EU, 
seems  to  be  its  flexibility  and 
Kokkalis'  optimism  and  keen  sense  of 
timing.  "Greece  is  the  natural  focal 
point  for  the  60  million  people  of 
Southeastern  Europe  who  long  for 
progress  and  a  better  way  of  living," 
says  the  58- year -old  entrepreneur. 
"There  are  a  lot  of  problems  in  these 
countries  today  but  the  problems  will 


be  solved  and  these  markets  will  be 
friendly  to  investors." 

Well  aware  of  the  fierce  com- 
petition in  its  field,  Intracom  focuses 
on  developing  "appropriate  tech- 
nology" products  and  services. 
Besides  reaping  benefits  from 
its  successful  lotteries  system,  it 
has  capitalized  on  its  smart-card 
operated  payphones  and  on  its 
line  of  multiplexers  that  boost 
the  subscriber- carrying  capacity  of 
existing  copper  telephone  lines.  On 
the  other  hand,  Intracom  affiliates 
support  and  maintain  a  number 
of  information  networks  for  the 
European  Commission  in  Brussels 
and  market  their  own  public- sector 
and  customer-focused  banking 
software  in  the  region. 

"Today  we  are  competing  with  the 
whole  world,  "  stresses  Kokkalis, 
"Therefore,  our  products  have  to  be 
competitive.  If  they're  not,  nobody 
will  buy  them,"  he  boasts,  pointing 
at  intracom's  10%  of  sales,  which 
represents  the  R&D  budget,  and 
to  his  company's  joint- marketing 
agreements  with  IBM,  Oracle  and 
the  News  Corporation.  "In  our 
business,  the  real  capital  resource  is 
human   brain   power,"   he  explains. 


"and  Greece  does  produce  excellent 
scientists  and  engineers  and  world- 
class  software  wizards." 

Earlier  this  year,  a  Deloitte  & 
Touche  study  of  12,000  publicly 
traded  firms,  for  the  World  Economic 
Forum's  "World  Link"  publication 
ranked  Intracom  70th  in  the  world 
for  sustained  five-year  growth.  The 
Greek  conglomerate's  sales  figures 
are  fast  approaching  the  billion- 
dollar  mark  and  Intracom's  exports, 
currently  at  28%  of  sales,  are  pro- 
jected to  top  the  33%  mark  by  the 
year  2000,  as  turnover  grows  at  a 
rate  of  20%. 

With  the  company  aggressively 
expanding  its  alliances  in  the  U.S. 
and  Its  stock  a  trend -setter  on  the 
Athens  Stock  Exchange,  Kokkalis 
smiles  as  he  is  reminded  of  the 
seeming  paradox  of  state-of-the- 
art  technology  springing  out  of 
the  world's  cradle  of  classical 
civilization.  "Well,  the  way  I  see 
things,"  he  muses,  "the  Acropolis  in 
its  time  was  high-tech,  indeed!" 


Victor  Walker  is  a  freelance  journalist 
who  has  lived  in  Greece  since  1 954. 

Produced  by  Adil  jilla.  MEL\C.  UK. 
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Hollywood  Royalty 

1981.  Front  row: 
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After  two  unsuccessful  attempts, 
Kirk  Kerkorian  is  trying  again  to  win 
respect  in  Hollywood.  Can  this  feisty 
ex-boxer  restore  MGM  to  its  past  glory? 


Third 

try 

at  the 
chib 


By  David  McClintick 


"/  was  told  this  story  more  than  once, 
hearing  it  from  former  friends, 

false  friends  and  people  who  did  not  know  him  at  all. '' 
-Normaii  Mailer,  The  Deer  Park,  1955 

Tomorrow  Never  Dies,  mgm's  latest  James  Bond  film,  pre- 
mieres Dec.  16  at  Los  Angeles'  Dorothy  Chandler  Pavilion. 
The  typically  overblown  Holhwood  event  will  display-  the 
usual  sea  of  plumed  glitterati— Bond  stars  Pierce  Brosnan, 
Michelle  Yeoh  and  Ten  Hatcher,  among  odiers. 

If  die  Bond  film  does  well,  it  could  gi\'e  a  needed  push  to 
die  recendy  launched,  $180  million  MGM  initial  public  offer- 
ing for  14%  of  the  studio.  The  stock  has  languished  at  or 
below  die  offering  price  of  $20  since  its  Nov.  13  debut. 

But  for  Metro-Goldwyii-Mayer  and  its  80-\'ear-old  owner, 
Kirk  Kerkorian,  the  stakes  are  higher  than  the  late  of  just 
anodier  IPO.  This  is  die  billionaire's  diird  and  unquestion- 
ably last  try  at  making  a  success  of  a  company  he  has  owned 
or  conti-oUed  off  and  on  for  more  than  a  quarter-centiu-y. 

Kerkorian  is  an  intensely  shy  man  who  hates  small  talk 
and  is  uncommonly  ill  at  ease  mingling  with  Holh^vood 
celebrities  in  public.  Thus  it  is  unclear  whether  he  will  e\en 
show  up  at  tiie  gala  to  sip  a  littie  champagne  .uid  rub  elbows 
\vith  die  stars. 

Widi  his  pugilist's  nose  and  workingmaii's  mien,  Kerko- 
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KIRK  KIRKOWAN 


Trojamis  i©  PI 

GOLDEN  GLOVES  LAI 
TO  FIGHT  MEND02 


-V'lRK  KtRKO:iIAy.  Betcrsfleld'a  faicd  CDl<3*n  Gloves  wanU 
•"■  turns  to   the   Bokersiekl  Arent   tccight   to   batUo    r   tte    he 

iinain  e'^cBt  on  Proiootcr  Fuixy  MDysr'a  amateur  bcalng  card. 
BakercfielU  middle-VB.eht  wbo  baited  out  a,  decfalon  tIcio 
the    first    seMion    oJ    tbo    recently  ■ ■      i 


The  local  press  may  have  followed  Rifle  Right's 
glory  days  in  the  ring,  but  they  didn't  know  how 
to  spell  his  name.  Kirit  lost  only  4  of  33  bouts. 


rian  was  once  mistaken  for  a  carhop. 
In  a  town  of  grand  residences,  he  lives 
in  the  one-bedroom  guest  house  of  a 
hiUtop  estate  he  owns  above  Beverly 
Hills,  where  he  spends  time  with  his 
girlfriend,  Lisa  Bonder,  the  thirty- 
something  former  nationally  ranked 
tennis  player,  with  whom  he  is  expect- 
ing a  child. 

The  guest  house  is  modestly  fur- 
nished. No  elaborate  screening  room 
with  plush  armchairs.  Just  regular  TV 
monitors  on  which  to  watch  movies. 
In  a  neighborhood  bursting  with 
some  of  the  most  valuable  works  of  art 
in  the  world,  Kerkorian  has  awarded 
the  place  of  honor,  above  the  mantel, 
to  a  modest  painting  of  Jack  Dempsey 
fighting  Gene  Tunney.  It  was  given  to 
him  by  Frank  Sinatra. 

This,  for  a  man  worth  $3.7  billion, 
richer  than  such  fabled  clans  as  the 
Fords,  the  Marriotts,  the  Bronfmans 
or  the  Chandlers.  Kirk  Kerkorian  is 
richer  than  Ross  Perot,  the 
Rothschilds  of  France,  Gianni 
Agnelli  of  Italy  and  most 
of  his  closest  rivals  in  the 
Hollywood  firmament — Ted 
Turner,  Lew  Wasserman, 
Sumner  Redstone,  Michael 
Eisner  and  David  Gcffen. 

While  the  entertainment 
game  has  made  these  people 
rich,  Kerkorian's  wealth 
comes  mosdy  from  Las  Vegas 
(more    than    $1.5    billion) 


Out  to  prove 
he's  a  dedi- 
cated film- 
maker, not 
.  ust  a  buyer 
and  seller 
of  assets. 


and,  more  recentiy,  Detroit  (about  $2 
billion,  see  box,  p.  230).  mgm  itself  has 
not  made  an  operating  profit  in  almost 
a  decade. 

So  in  trying  once  more  to  rebuild 
MGM,  Kirk  Kerkorian's  challenge  is  to 
demonstrate  that  he  is  a  skilled  film- 
maker rather  than  just  a  buyer  and 
seller  of  assets.  This  final  push  to  gain 
acceptance  in  the  Hollywood  club 
comes  at  an  age  when  most  executives 
have  long  since  retired.  Yet  for  Kerko- 
rian, the  prospect  of  another  high- 
stakes  challenge  only  seems  to  ener- 
gize him. 

It  is  totally  in  character.  Born  in 
Fresno,  Calif  in  1917,  Kerkorian  (the 
name  is  as  common  in  Armenia  as 
Johnson  in  America)  grew  up  with  a 
sister,  two  brothers  and  his  parents  on 
a  watermelon  ranch  near  a  hamlet 
called  Weedpatch,  on  the  southern 
fringe  of  the  San  Joaquin  Valley,  100 
miles  north  of  Los  Angeles.  Kirk  and 
his  siblings  rode  horses, 
climbed  trees  and  played  in 
the  barn  and  irrigation 
ditches. 

Kerkorian's  father, 

Ahron,  who  arrived  in 
America  in  1905,  could 
barely  read  or  write.  But  he 
was  a  whiz  with  numbers. 
He  borrowed  money  and 
accumulated  several  farms, 
totaling  a  thousand  acres. 
Fancying  himself  a  gentle- 
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Scarf-and-goggle 
days 


man,  not  a  laborer,  he 
cultivated  the  image  of  a 
swashbuckler  with  a  temper, 
a  Colt  revolver,  a  handlebar 
mustache  and  a  big  Stutz  Bearcat 
automobile. 

Heavily  leveraged  and  fearing  fore- 
closure, Ahron  transferred  title  to  his 
land  to  4-year-old  Kerkor,  known  as 
Kirk.  When  the  1921  recession  hit  and 
the  banks  foreclosed,  they  named 
young  Kirk  a  defendant.  His  first  law- 
suit. The  Kerkorians  were  forced  to 
leave  Weedpatch  and  move  to  Los 
Angeles.  Oil  was  later  discovered  on 
their  former  propert)'. 

Life  in  Los  Angeles  was  precarious. 


Florence  (Poncho)  Barnes  taught  Kerkorian  flying. 
He  piloted  Mosquitos  and  C-47s  and  rebuilt  a 
Lockheed  Constellation. 


The  family  moved  a  lot — ^just  ahead  of 
the  rent  collector.  Ahron  eked  out  a 
living  selling  watermelons  to  Los 
Angeles  produce  dealers. 

Kirk,  who  earned  pocket 
money  selling  newspapers  on 
a  street  corner,  ran  with  a 
gang  of  neighborhood 
youths  who  dabbled  in  petty 
larceny — stealing  fruit  from 
grocery  stores  and  sneaking 
into  movies.  But  their  fami- 
lies' strong  values  kept  them 
out  of  serious  trouble.  On 
breaks  from  mischief,  they 
lounged  on  each  other's 
porches,  swapping  dreams. 


Kerkorian 
was  hit 
by  his  first 
awsuit  at 
the  age  of  4 
It  wouldn't 
be  his  last. 


I 


Kirk's  was  to  box  one  day  in  Madison 

Square  Garden. 

The  neighborhoods  were  tough, 

and  fighting  was  a  daily  routine.  Since 
the  Kerkorians  moved  so 
often,  Kirk  and  his  brothers 
were  usually  the  new  kids 
on  the  block  and  had  to 
prove  their  mettle  to  a  suc- 
cession of  schoolyard  bul- 
lies. One  such  bully  chal- 
lenged Kirk  in  an  alley 
outside  their  school.  After 
they  had  bloodied  each 
other,  Kirk  hit  the  boy  in 
the  Adam's  apple,  sending 
him  to  the  ground,  gasping 
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and  clutching  his  throat. 

The  other  kid  turned  out  to  be  the 
son  of  a  teacher  at  their  school.  So  it 
was  Kirk  who  was  marched  to  the 
principal's  office,  expelled  and  dis- 
patched to  a  school  for  boys  who 
could  not  stay  out  of  trouble.  There 
Kirk  was  introduced  to  discipline  and 
corporal  punishment  in  the  form  of 
riveted  leather  belts. 

At  age  16,  after  just  making  it 
through  eighth  grade,  Kirk  dropped 
out.  After  a  series  of  unsatisfying  odd 
jobs,  he  turned  to  boxing,  his  older 
brother  Nishon's  line  of  work. 

Nishon,  known  as  Nish,  fought  116 
professional  fights  as  "the  Armenian 
Assassin."  Kirk  became  a  regular  at  a 
Los  Angeles  gym,  which  could  have 
been  a  model  for  every  boxing  movie 
ever  made — crowded,  noisy,  sweaty, 
bloody  and  great  fun. 

With  Nish  as  his  trainer, 
Kirk  fought  his  first  fight  in 
a  preliminary  bout  at  the 
Hawthorne  Arena  in  Los 
Angeles  in  1937,  the  year  he 
turned  20.  He  won  by  a 
decision.  Nish  then  drove 
Kirk  north  to  Bakersfield, 
whose  boxing  arena  was  a 
converted  barn  with  a  dirt 
floor.  Kirk's  opponent  was  a 
young  black  man  with  more 
experience. 

The  late  Los  Angeles  Times 
writer  Dial  Torgerson 
described  the  scene  in  his  1974  biog- 
raphy of  Kerkorian:  Watching  the 
other  fighter  warm  up,  Kerkorian 
turned  to  his  brother  and  said,  "1  can't 
fight  diat  guy,  Nish."' 

"Why  not?" 

"Look  at  him!  He's  no  good.  You 
can  see  that,  can't  you^  I  might  hurt 
him."  Nish  looked  puzzled.  Hurting 
the  opponent  was  the  whole  point. 
"Look,  Kirk,  just  ;;;o  in  and  put  him 


Kerkorian 
got  his 
first  taste 
of  Vegas  fly- 
ingcharters 
from  Los 
Angeles. 


out  quick,"  Nish 
said,  "and  he 
won't  get  hurt 
much." 

Kirk  knocked 
him  out  with  one  punch — for  $4  in 
prize  money.  Nicknamed  "Rifle 
Right,"  Kerkorian  went  on  to  fight  33 
matches  in  all,  losing  only  4.  He  was 
the  Pacific  amateur  welterweight 
champion  for  a  time  and  wanted  to 
turn  pro. 

But  trainers  told  him  he  wasn't  nat- 
urally rugged  enough  to  compete 
against  professionals.  At  5  foot  11  and 
140  pounds.  Kirk  was  too  thin.  He 
also  didn't  have  a  killer  instinct. 
Kerkorian  was  disappointed,  but  as  it 
turned  out,  he  had  already  developed 
a  new  passion  in  life. 

On  a  fall  day  in  1939  a  friend  of 
Kerkorian's,  with  whom  he  worked 
installing  furnaces  for  45 
cents  an  hour,  took  him  up 
in  a  bright  yellow  Piper  Cub 
above  the  then-smog-free 
San  Gabriel  Valley.  Euphor- 
ic, Kerkorian  returned  to  the 
airfield  the  next  day  to  take  a 
flying  lesson. 

Over  the  next  several 
months  he  made  himself  a 
pilot.  He  studied  flying  widi 
one  of  the  most  famous 
female  pilots  of  the  era,  Flor- 
ence  (Pancho)  Barnes — 
milking  cows  and  shoveling 
manure  on  her  ranch  in  exchange  for 
lessons.  Through  a  flying  instructor, 
he  managed  to  have  someone  in  the 
Los  Angeles  school  system  fake  a  letter 
stating  that  he  had  graduated  from 
high  school.  That  qualified  liim  to  be 
commissioned  as  a  pilot  as  World  War 
II  approached. 

Rather  than  enter  the  militarv,  he 
trained  for  a  civilian  job  widi  die  British 
Royal  Air  Force,  ferrying  Mosquito 


Kirk  loved  Vegas  so  much 
he  married  a  showgirl. 
But  there  was  no  love 
lost  between  him  and 
Howard  Hughes  (below), 
who  opened  his  Landmark 
(foreground,  right)  one  day 
before  Kerkorian  opened 
the  International  (rear). 


bombers  fi-om  Canada 
to  Scodand  and  Eng- 
land. Only  three  of  the 
hundred  who  entered 
training  were  graduat- 
ed as  captains.  One  of 
the  three  was  Kirk 
Kerkorian. 

The  job  paid  well — 
$1,000  a  month  tax 
free,  a  big  salary 
in  those  years — 
but  proved  to  be  as 
hazardous  as  manv 
combat  positions.  The 
Mosquito  was  swift 
but  fragile;  a  quarter  of 
those  that  started 
across  the  North  Atiantic  never  made  it. 
Running  low  on  fuel  on  one  of  his 
seven  trips,  Kerkorian  almost  had  to 
bail  out  off  the  Scottish  coast.  He 
finally  landed,  but  when  the  Mosqui- 
to stopped  at  the  end  of  the  runway, 
Kerkorian  was  seized  by  fear  so  severe 
that  he  couldn't  operate  the  controls. 
When  he  recovered  and  taxied  to  park, 
his  fiiel  tanks  were  empty. 

Kerkorian  emerged  from  the  war  an 
accompUshed  professional  pilot  quaU- 
fied  to  captain  a  variet\'  of  aircraft. 
With  thousands  of  flying  hours  accu- 
mulated and  savings  from  his  salary 
and  poker  winnings,  he  was  a  sea- 
soned soldier  of  fortune  ready  to  take 
on  new  challenges. 

Aviation  in  postwar  America  was  a 
boom -bust  world  of  fledgling  airlines 
and  seat-of-the-pants  airfreight  and 
passenger  charters.  Only  two  of  the 
thousands  of  wartime  fliers  who 
entered  the  business  propelled  their 
success  into  the  jet  age.  One  was 
Robert  Prescott,  who  founded  Fhing 
Tigers.  The  other  was  Kerkorian. 

Returning  to  California  in  the 
smnmer  of  1945,  Kerkorian  sp-jnt  part 
of  his  poker  winnings  and  savings  on  a 
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Funny  how  computers  can  make  your  life  more 
difficult  when  their  purpose  is  to  make  things 
easier.  Well,  the  problem  is  you  have  all  these 
different  models  and  brands  of 
portables  that  are  unable  to  share  components.  So  you're 
stuck  with  the  hassle  and  cost  of  maintaining  a  huge 

inventory  of  spare  parts.  Now  here's  "  oi-  o- 
the  solution.  Gateway.  Simply  put,  Gateway 
offers  portables  that  can  share  components.  AC 
adapters  and  battery  packs.  Memory  and  hard 
drive  kits.  Even  Gateway""  Solo'"^  Full  and  Mini 
Docking  Stations.  Those  days  of  wading  through 
a  mess  of  hardware  are  over.  Ahhh ...  life  is  good. 
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MGM:  the  good,  the 
bad  and  the  ugly 


The  cast: 
Arthur  Krim 
(top)  of  UA; 
lawyer  Greg 
Bautzer;  Jim 
Aubrey;  David 
Begelman;  Ted 
Turner; 
Giancarlo 
Parretti. 
At  right: 
Kerl(orian  with 
Frank 
Mancuso 
(right)  and 
IMGM  partner 
Kerry  Stokes 
in  1996. 


Pennies  from  Heaven,  198I_^ 


S5,000  single-engine  Cessna 
and  began  his  first  excursion 
iii  thing  charters. 

Later,  Kerkorian  would  fly 
to  Las  Vegas,  then  a  treach- 
erous ten-hour  drive 
through  mountains  and 
desert  from  Los  Angeles. 
Kerkorian  loved  Las  Vegas' 
frontier  spirit,  its  starkly 
beautiful  setting,  its  dry, 
crisp  climate,  its  gambling — 
and  its  girls. 

The  girls  liked  Kirk,  too,  especially 
his  thick,  wa\y,  James  Dean  hair  (he 
retains  it).  In  1954  Kirk  married  a 
Vegas  showgirl,  Jean  Maree  Hardy, 
with  whom  he  would  have  two 
daughters. 

The  dashing  young  charter  pilot 
had  also  become  adept  at  buying  and 
selling  planes  for  profit  and  e\'en  made 
money  cobbling  together  flyable 
planes  from  parts  of  damaged  ones. 
He  once  tried,  unsuccessfiilly,  to  sell  a 
rebuilt  Lockheed  Constellation  to 
Howard  Hughes  over  drinks  at  the 
bar  at  the  Thunderbird  Hotel. 

In  1947  Kerkorian  bought  another 
charter  airline,  named  it  Trans  Inter- 
national Airlines,  and  sold  it  to  Stude- 
baker  1 5  years  later. 

With  a  nest  egg  of  $1  million  fi-om 
the  sale  and  an  urge  to  invest,  Kerko- 
rian launched  a  spurt  of  dealmaking  in 
1962  that  would  set  the  tone  for  what 
was  to  come  later.  He  paid  S960,000 
for  40  vacant  acres  across  the  Strip 
from  the  Flamingo,  the  1 6 -year- old 
hotel  and  casino  built  by  Bugsy  Siegel. 
He  also  bought  back  his  aii'line,  and  in 
1965  brought  it  public.  An  Armenian 
friend,  George  Mason,  helped  move 
the  stock.  Mason  was  a  broker  at  the 
Fresno  office  of  Schwabacher  &  Co. 


Kirk  tried  to 
sell  Howard 
Hughes 
a  plane. 
Hughes 
wanted  him 
out  of  town. 


and  had  a  largely  Armenian 
clientele. 

Mason  urged  them  all  to 
buy  TIA  shares.  Which  they 
did,  in  large  part  as  a  gesture 
of  support  for  Kerkorian, 
the  only  Armenian  they 
knew  of  who  headed  a 
public  company.  When  the 
stock  reached  its  S32  high, 
Kerkorian's  majority'  holding 
in  the  two-plane  company 
was  worth  S66.3  million. 
Kerkorian's  luck  on  the  ground  in 
Vegas  was  good,  too.  Those  40  acres 
of  land  he  had  bought  for  $960,000 
became  a  bonanza  when  the  cit\^'s 
then  most  extravagant  hotel,  Caesars 
Palace,  opened  on  the  site  in  1966. 
The  owners  paid  Kerkorian  $4  million 
a  year  in  rent.  After  two  years  they 
bought  the  land  for  S5  milUon,  net- 
ting Kirk  a  profit  of  more  than  SI2 
million. 

In  1967  Kerkorian  bought  another 
parcel  of  land  for  $5  million  and 
began  planning  the  largest  hotel  in  the 
city,  to  be  called  the  International. 
Kerkorian  also  bought  the  Flamingo 
and  used  it  as  a  school  of  sorts  for 
training  the  staff  of  the  International. 
Rival  casino  operator  Howard 
Hughes,  who  by  that  time  had 
bought  up  what  seemed  like  half  of 
Las  Vegas,  then  accelerated  the  con- 
struction of  another  hotel,  the  Land- 
mark. It  opened  a  day  ahead  of  the 
International. 

But  the  Landmark  lost  money  fi-om 
day  one,  and  Hughes  soon  fled  Las 
\^egas  The  public  flocked  to  the  Inter- 
national, and  the  stock  in  its  parent 
company.  International  Leisure,  took 
off,  buoyed  by  a  booming  stock 
market.  Kerkorian  had  invested  S16.6 
million  in  International  Leisure. 
By  late  1969  his  stock  was 
worth  SI 80  million.  Kerkorian 
was  just  52. 

The  year  before,  Kerkorian 
had  sold  his  flourishing  charter 
airline  for  good,  this  time  to 
Transamerica,  a  conglomerate 
that  owned  United  Artists. 
Kerkorian,  \\'ho  had  reduced  his 
TIA  stake  to  58%,  received  $85 
million  in  Transamerica  stock. 

As  Transamerica's  largest 
shareholder,  Kerkorian  logically 
would  have  become  a  director. 
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Despite  many  years  in  a  mob-domi- 
nated town,  he  had  managed  to  avoid 
business  dealings  with  mobsters.  But 
Transamerica  was  a  conservative  com- 
pany and  didn't  want  a  Las  Vegas  type 
on  die  board.  Kerkorian  couldn't  have 
cared  less  about  the  snub.  He  didn't 
like  board  meetings  and  didn't  plan  to 
keep  his  Transamerica  stock  for  long 
anyway.  By  that  time  he  had  bigger 
plans:  Hollywood. 

"^Not  half  a  dozen  men  have  ever 
been  able  to  keep  the  whole  equation 
of  pictures  in  their  heads.  ^^ 

-F.  Scott  Fitzgerald, 
The  Last  Tycoon,  1941 

Television  had  driven  the  movie 
industry's  Golden  Age  deep  into  his- 
tory. The  business  was  struggling  to 
cope  with  new  audiences,  new  tastes, 
new  economics. 

But  Transamerica's  United  Artists 
was  what  many  people  considered  the 
new  prototype — a  studio  without  a 
studio,  an  entity  for  financing  movies 
that  did  not  own  large  soundstages  or 
film  labs  but  contracted  out  produc- 
tion and  rented  facilities  as  needed. 

UA's  chief  executive,  Arthur  Krim, 
was  Kerkorian's  model  as  a  moviemak- 
er. The  two  of  them  were  fiiendly,  and 
Kerkorian's  interest  in  investing  in 
Hollywood  jelled  one  day  in  1968, 
when  Krim  caught  a  ride  from  San 
Francisco  to  Las  Vegas  on  Kerkorian's 
DC-9.  Spurred  by  their  conversation, 
Kerkorian  quietly  began  building  a 
financial  profile  of  rival  mgm  with  the 
help  of  savvy  Hollywood  lawyer  Greg- 
son  Bautzer. 

Bautzer  had  long  cut  a  colorful 
social  swadi  in  Hollywood.  Kerkorian 
had  aspired  to  know  him  since 
Bautzer  had  squired  some  of  the  most 
ravishing  women  in  town  around  the 
dance  floor  of  Giro's,  a  leading  supper 
club  of  die  Forties  and  Fifi:ies. 

The  young  Kerkorian,  unable  to 
afford  a  table,  had  watched  from  the 
bar.  Now,  in  1969,  Kerkorian  and 
Bautzer  calculated  that  mgm  was 
worth  $400  million,  or  about  $69  a 
share,  at  a  time  when  its  stock  was 
drifting  downward  toward  $25. 

Kirk  sold  the  last  of  his  Trans- 
america stock  in  June  1969.  In  July  he 
announced  a  $35-a-sharc  bid  for  1 
million  shares  of  MGM,  17%  of  the 
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<a)on't  ever  tell  Babe  Ruth 
how  to  hold  his  bat" 


On  Sunday  morning,  Sept.  30,  1990,  Kirk  Kerkorian 
summoned  his  closest  aides  and  lawyers  to  his  Beverly 
Hills  home  for  a  10  o'clock  meeting.  Kerkorian 
appeared  on  the  dot,  barefoot,  in  tennis  shorts. 

"It  used  to  be  that  when  we  wanted  to  buy  some 
stock,  we  would  just  pick  up  the  phone  and  place  an 
order,"  Kerkorian  began,  "but  life  has  gotten  so  com- 
plicated, with  the  SEC  rules  and  all,  it's  important  to 
cross  your  t's  and  dot  your  i's." 
The  group  waited  expectantly. 
"I'm  going  to  buy  10%  of  the  Chrysler  Corp.,  or 
just  under  10%,"  Kerkorian  said. 

The  room  was  silent.  Chrysler.^  Nobody  present 
knew  much  about  Chrysler;  it  was  not  the  type  of 
business  that  normally  interested  Kerkorian.  What  was 
he  thinking? 

The  first  person  to  speak  was  an  owlish -looking 
man  in  horn-rimmed  glasses.  Michael  Tennenbaum 
was  vice  chairman  for  investment  banking  at  the 
big  Wall  Street  firm  Bear,  Stearns  &  Co.  "Well,  this 
is  going  to  create  some  kind  of  battle,"  Tennen- 
baum said. 

"No,"  replied  Kerkorian,  "I  know  lacocca.  He's 
going  to  welcome  me."  Kerkorian  and  Chrysler  Chair- 
man Lee  lacocca  had  met  the  previous  year  at  a  horse 

racing  awards  dinner  in  Los  Ange- 
les. They  had  hit  it  off  and  had 
later  discussed  possible  investments 
in  each  other's  companies.  Noth- 
ing had  come  of  those  private  talks, 
but  Kerkorian  had  come  away  with 
great  respect  for  lacocca. 

"1  never  met  a  chief  executive 
without  a  10%  shareholder  who 
wanted  a  10%  shareholder,"  Ten- 
nenbaum said.  "Never." 

"Lee'U  be  happy  because  I'm 
going  to  protect  him  from  other 
people,"  Kerkorian  replied.  "This 
company  is  vulnerable  to 
takeover." 

"Well,  do  you  think  you  might 
want  to  discuss  this  with  lacocca  ahead  of  time?"  Ten- 
nenbaum asked. 

"Nope,  I  want  you  to  buy  the  stock." 
"I'll  be  happy  to  spend  some  time  studying 
Chrysler  and  let  you  know  what  I  think." 

"I'd  rather  you  wouldn't,"  Kerkorian  said,  getting 
annoyed. 


Lee  lacocca 
Kerkorian  thought 
the  Chrysler 
chairman  would 
be  pleased  at  his 
plan  to  buy  10% 
of  the  automaker. 
He  wasn't. 


Tennenbaum  was  stunned.  Clients  usually  paid  him 
(contin:  >  'i  on  page  234) 


company.  Kerkorian  knew  he  was  not 
bidding  for  the  MGM  of  L.  B.  Mayer 
and  Irving  Thalbcrg,  the  fabled  studio 
of  Gone  with  the  Wind,  The  Wizard  of 
Oz  and  Sin^in '  in  the  Rain. 

He  was  instead  bidding  for  a  com- 
pany that  had  been  adrift  since  the 
1950s  through  several  ineffectual 
managements.  By  1969  its  stock  was 
21%  controlled  by  the  Bronfman 
family's  Seagrams  and  Time  Inc.  The 
studio  had  been  put  in  the  hands  of  a 
group  of  yoimg  men  fi-esh  out  of  Har- 
vard Business  School,  historically  a 
recipe  for  disaster  in  Hollywood. 

Borrowing  $42  million  fi^om  Euro- 
pean banks,  it  took  Kerkorian  only 
two  months  to  wrest  control  of  the 
studio  from  the  Bronfmans,  who 
acknowledged  their  surrender  over 
shots  of  Seagrams  whiskey  with 
Kerkorian.  At  mgm,  which  lost  $35 
million  in  1969 — at  that  time  the 
greatest  loss  in  the  history  of  Holly- 
wood— Kirk  thought  he  could  create 
another  United  Artists,  which  earned 
$87  million  that  year. 

To  implement  this  vision,  Kerkori- 
an hired  James  T.  Aubrey  Jr.,  who  had 
gained  a  reputation  earlier  in  the 
1960s  as  a  smart  television  program- 
mer at  CBS.  Aubrey,  who  was  urged  on 
Kerkorian  by  Greg  Bautzer,  had  been 
out  of  a  job  for  four  years  after  being 
fired  by  CBS  founder  William  Paley. 
Aubrey  was  so  notorious  for  personal 
misconduct  that  Jacqueline  Susann 
had  modeled  the  main  character  in  her 
novel  The  Love  Machine  after  him. 

Known  from  his  manipulative 
management  at  CBS  as  "the  smiling 
cobra,"  Aubrey  reduced  the  studio's 
payroll  to  1,200  from  6,200  and  sold 
off  many  of  its  assets,  including  the 
slippers  Judy  Garland  had  worn 
in  The  Wizard  of  Oz.  All  of  which 
outraged  Hollywood  purists,  who 
accused  Kerkorian  and  Aubrey  of 
destroying  the  historic  MGM. 

It's  a  charge  that  would  have  res- 
onated less  if  Aubrey  had  made  even 
one  good  movie.  But  he  did  not.  He 
made  a  lot  of  movies  without  taste  or 
commercial  appeal.  He  \ctotd  Jaws, 
which  has  earned  $260  million  for 
LTniversal  to  date.  "Kirk  wants  you 
out,"  Greg  Bautzer  told  Aubrey  in 
1973.  "It's  over." 

Having  made  a  mistake  with 
Aubrey,  Kerkorian  made  another.  He 
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big  money  for  such  advice.  Here  was  one  who  clearly 
neither  wanted  nor  needed  it.  "But,  Kirk,  we  will  piu 
the  entire  Bear,  Stearns  organization  at  your  dispos  !. 
We  will  do  a  very  in-depth  analysis." 

Kerkorian  leaned  across  the  table,  his  patiencj  wear- 
ing thin.  "Michael,  if  you  and  Bear,  Stearns  develop 
an  opinion  on  Chrysler,  please  keep  it.  I'm  placing  an 
order.  Do  you  want  it  or  not?" 

Obviously  he  did.  The  brokerage  commission  could 
be  nearly  $2  miUion.  Tennenbaum  suggested  the  pur- 
chases should  be  personally  handled  by  Bear,  Stearns' 
chairman,  Alan  (Ace)  Greenberg,  a  big-block  securi- 
ties trader  of  legendary  skill. 

"No,  no,  I  want  you  to  buy  the  stock,"  Kerkorian 
insisted.  "I  don't  want  anybody  else  involved,  and  I 
don't  want  anybody  to  know  you're  buying  it." 

It  was  the  only  argument  Kerkorian  lost  that 
day.  He  finally  acquiesced  to  using  Greenberg.  The 
meeting  spread  from  the  dining  room  into  the  adja- 
cent living  room  before  breaking  up  after  a  couple 
of  hours. 

"Kirk  may  be  going  crazy,"  Tennenbaum  told 
Greenberg  later  that  day  by  phone.  "He  wants  to  buy 
10%  of  Chrysler." 

"Don't  ever  tell  Babe  Ruth  how  ro  hold  his  bat," 
cautioned  Greenberg. 

Tennenbaum's  concern  about  Chrysler  was  shared 
by  Kerkorian's  other  advisers,  who  found  themselves 
agreeing  with  the  then-conventional  Wall  Street 
wisdom  that  Chrysler  was  a  bad  investment:  slumping 
car  and  truck  sales,  $4  billion  in  debt,  $3.6  bilhon  in 
unfiinded  pensions. 

None  of  which  ma^'-^red  to  Kerkorian,  who  told 
Ace  Greenberg  to  place  the  first  orders  for  Chrysler 
stock  in  early  October.  The  shares  were  purchased 
under  a  company  name  fabricated  for  the  occasion  to 
preserve  secrecy.  Greenberg  began  with  relatively 
small  purchases — share  blocks  of  50,000,  75,000  and 
36,000. 

In  the  first  three  weeks  he  accumulated  about 
850,000  shares  at  an  average  cost  of  about  $10.80  a 
share.  After  a  week's  gap  he  began  again  with  small 
amounts,  and  over  the  next  month  added  nearly  9 
million  shares  in  amounts  ranging  from  1,500  shares 
to  4.6  million.  By  now,  however,  the  price  was  rising. 
With  only  half  the  desired  amount  accumulated,  the 
likelihood  of  a  leak  increased.  That  leak  came  shortly 
after  Thanksgiving. 

lacocca  invited  Kerkorian  to  meet  in  New  York  on 
Dec.  7.  lacocca  was  not  happy.  In  fact,  the  Chrysler 
chairman  presented  Kerkorian  with  a  so-called  stand- 
still agreement,  a  pledge  not  to  buy  more  than  the  5% 
he  had  already  accumulated. 

Thougii  Kerkorian  knew  such  agreements  were 

(continued  on  pa0e  236) 


installed  himself  as  MCiM's  chief  execu- 
tive officer  and  named  as  his  second- 
in-command  Frank  Rosenfelt,  a  bland 
lawyer  who  had  been  general  counsel. 
Kerkorian  also  brought  in  Walter 
Sharp,  a  friend  and  retired  Bank  of 
America  executive  who  had  accompa- 
nied Kerkorian  to  prizefights  for  more 
than  25  years. 

It  was  soon  clear  that  Kerkorian 
didn't  have  the  faintest  idea  of  how  to 
build  a  movie  company.  He  seemed  to 
think  that  his  first  priority  should  be  to 
control  spending.  In  fact,  history 
showed  the  first  priority  at  successfijl 
studios  was  to  hire  exceptionally  tal- 
ented people,  giving  them  the  free- 
dom and  resources  to  succeed  within 
prudent  but  flexible  spending  limits. 

Warner's  Steven  Ross  and  Para- 
mount's  Charles  Bluhdorn  knew  how 
to  do  that.  Having  acquired  their  stu- 
dios in  die  late  Sixties  when  Kerkorian 
bought  MGM,  they  demonstrated  that 
with  genuine  talent,  the  upside  poten- 
tial was  so  great  that  even  outrageous 
spending  could  be  justified.  Thus 
Ross'  Acapulco  retreat  where  he  cod- 
dled top  stars  and  executives. 

But  when  Kerkorian  hired  a  talent- 
ed person,  he  didn't  give  him  enough 
resources  to  succeed.  Daniel  Melnick, 
who  headed  production  at  mgm  from 
1972  to  1977  and  developed  a  per- 
sonal friendship  with  Kerkorian  that 
survived  their  mgm  days,  wasn't  given 
enough  money  at  mgm  to  make 
The  Sting,  which  became  a  big  hit  for 
Universal. 

Word  got  around  Holl>^vood  that 
Kerkorian  was  chintzy,  and  that  kept  a 
lot  of  people  away.  MGM,  where  the 
bean  counters  ruled,  was  not  known 
as  a  fiin  place  to  work.  In  1978,  when 
Arthur  Krim  decided  to  leave  UA,  it 
was  Warner,  rather  than  MGM,  that 
landed  him. 

In  1981  Kerkorian  tried  a  different 
approach.  He  bought  United  Artists 
for  $380  million,  and  began  pumping 
new  money  into  both  studios,  which 
were  joined  at  the  top  in  a  single 
entity,  mgm/ua.  But  Kerkorian  was 
still  unable  to  attract  talent.  He  tried 
to  hire  Frank  Mancuso,  Paramount's 
widely  respected  marketing  czar.  Man- 
cuso said  no. 

Inexplicably,  Kerkorian  then  turned 
to  Da\dd  Begelman,  the  man  who  ran 
Columbia  Pictures  in  the  1970s  but  fell 
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Did  someone  say  jump? 


As  far  as  we're  concerned,  a  simple  'How  high?" 


isn't  good  enough.  We  want  to  exceed  your 


wildest  expectations.  So  if  your  business  is  looking 


to  relocate,  consider  Mississippi.  You'll  find  hard- 


working people,  cooperative  local  and  state 


government,  and  an  aggressive,  whatever-it-takes 


kind  of  attitude.  ■  Call  1-800-340-3323,  and  tell  us 


what  we  can  do  for  you.  Just  be  careful  if  you  ask 


us  to  jump.  We  might  bring  back  some  moonrocks. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http:/A«Aww.mississippi.org 
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common,  he  pretended  to  be  surprised  and  offended. 
He  said  he  had  bought  the  stock  because  of  his  "high 
regard"  for  lacocca  but  had  no  intention  of  acquiring 
more  than  10%  of  the  company.  He  refused  to  sign. 
"I'm  not  going  to  agree  to  anything,"  he  said.  "Jhis 
is  America.  I  can  buy  stock." 

After  the  meeting  Kerkorian  promptly  bought 
another  1 1  million  Chrysler  shares,  doubling  his  hold- 
ings to  22  million,  or  9.8%.  He  then  filed  the  required 
report,  known  as  a  13D,  with  the  Securities  & 
Exchange  Commission. 

In  an  emergency  board  meeting,  Chrysler  reduced 
to  10%  from  20%  the  level  of  an  outsider's  stock  pur- 
chase that  would  trigger  the  company's  poison-pill 
defense  mechanism  against  hostile  takeovers. 

In  portraying  Kerkorian's  latest  major  investment, 
the  media  trotted  out  all  the  old  cliches  that  for  years 
had  mischaracterized  Kerkorian.  He  was  an  "asset- 
stripper,"  the  Washingfton  Post  said,  "buying  compa- 
nies whole  and  then  selling  various  parts  for  big 
profits." 

As  many  others  had,  the  newspaper  had  Kerkorian 
all  wrong. 

The  stock  began  to  climb.  By  the  end  of  1992  it 
was  around  $32.  By  mid- 1994  it  had  moved  well  into 
the  40s. 

But  Kerkorian  still  felt  that  Chrysler  management 
wasn't  doing  enough  to  increase  the  stock's  value. 
Other  major  financial  players  were  starting  to  think 
the  same  thing.  Among  them  were  Robert  Day,  a 
principal  of  the  Trust  Co.  of  the  West,  a  Los  Angeles 
money  manager  that  owned  a  big  block  of  Chrysler 
stock,  and  his  friend  Gary  Wilson.  Disney's  former 
chief  financial  officer,  Wilson  had  just  gotten  very  rich 
recapitalizing  Northwest  Airlines.  Deciding  to  look 
into  Chrysler,  they  deployed  a  financial  analyst,  Albert 
Boyer,  to  take  the  measure  of  the  firm. 

Oblivious  to  these  moves,  Chrysler  Chairman 
Robert  Eaton,  who  by  then  had  succeeded  the  retired 
Lee  lacocca,  traveled  to  Beverly  Hills  on  Sept.  19, 
1994  to  meet  his  big  new  stockholders.  Kerkorian 
told  Eaton  that  to  enhance  stockholder  value  he 
should  raise  the  dividend,  split  the  stock  and  buy  in 
some  shares.  Eaton  listened,  but  replied  that  his  first 
priority  was  building  a  cash  reserve  of  $7.5  billion  to 
protect  Chrysler  in  a  downturn.  Kerkorian  didn't 
think  the  reserve  needed  to  be  that  large. 

Two  weeks  later  analyst  Albert  Boyer  reported  to 
Gary  Wilson  that  a  recapitalization  of  Chrysler,  led  by 
its  own  management,  would  make  sense.  It  would 
take  more  than  $20  billion  in  equity  and  debt  financ- 
ing, but  the  underlying  value  of  the  corporation 
would  more  than  support  it.  It  would  not  be  a  lever- 
aged buyout  in  which  assets  had  to  be  sold. 

(continued  on  page  240) 


from  power  in  an  embezzlement  scan- 
dal. More  bad  judgment:  Begelman 
was  the  second  executive  Kerkorian 
hired  to  be  used  by  Jacqueline  Susann 
as  a  model  for  a  villainous  character.  A 
lightly  fictionalized  Begelman  appeared 
in  Valley  of  the  Dolls. 

David  Begelman  spent  a  great  deal  of 
Kerkorian's  money  at  mgm/ua,  but  not 
one  of  liis  pictures — including  the  for- 
gettable Rich  and  Famous  and  Buddy 
Buddy — ever  succeeded  at  the  box 
office.  Kerkorian  fired  him  in  1982. 

Meanwhile,  over  at  Warner,  Steve 
Ross'  men,  Robert  Daly  and  Terry 
Semel  were  launching  one  of  the  most 
productive  regimes  in  the  history  of 
Hollywood,  with  hits  like  Lethal 
Weapon  and  Arthur.  At  Paramount, 
Bluhdorn  executives  Barry  DiUer  and 
Michael  Eisner  were  charting  stunning 
achievements  with  Terms  of  Endear- 
ment and  Saturday  Ni^fht  Fever.  So 
stunning  that  after  a  1984  power 
struggle  at  Walt  Disney  Co.,  manage- 
ment hired  Eisner,  who  proceeded  to 
work  his  magic  there,  too. 

Thoroughly  frustrated,  Kerkorian 
agreed  in  1986  to  sell  mgm/ua  to  Ted 
Turner  for  $1.5  billion,  but  it  quickly 
became  apparent  that  Turner  did  not 
have  the  resources  to  pay.  So  Kerkori- 
an agreed  to  buy  back  the  mgm  logo, 
as  well  as  the  entire  United  Artists 
company,  for  $780  million.  Turner 
kept  the  mgm  library,  which  he  would 
use  to  start  a  new  cable  channel,  and 
the  44-acre  Culver  City  lot,  which  he 
prompdy  sold. 

Had  Kerkorian  enforced  an  obscure 
financing  arrangement  that  Michael 
Milken  of  Drexel  Burnham  Lambert 
had  structured  for  Turner,  Kerkorian 
could  have  regained  control  of  the 
enormously  valuable  mgm  library.  He 
could  also  have  gained  control  of 
Turner  Broadcasting  itself,  including 
CNN  and  Turner's  other  assets. 

Under  the  arrangement.  Turner  was 
obliged  to  pay  for  mgm  with  a  combi- 
nation of  cash  and  preferred  stock. 
Typically,  in  such  a  deal,  if  the  buyer 
cannot  make  the  cash  payments,  he 
supplements  his  preferred  stock  pay- 
ments with  additional  preferred. 

In  this  case,  however,  the  deal 
called  for  cash-poor  Turner  to  substi- 
tute common  stock,  i.e.,  voting  stock, 
in  Turner  Broadcasting.  Kerkorian's 
lawyers  calculated  that  Turner  would 
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have  insufficient  cash  for  the  foresee- 
able future  and  that  within  two  or 
three  years  he  would  be  forced  to  turn 
over  so  much  voting  stock  that 
Kerkorian  would  control  TBS. 

But  Kerkorian  liked  Turner  enor- 
mously and  did  not  covet  TBS,  even 
though  its  assets  included  the  mgm 
library.  "I  don't  want  to  take  control 
of  his  company,"  Kerkorian  told  his 
attorney,  Terry  Christensen.  'T  want 
to  help  him  keep  control." 

At  Turner's  request,  Kerkorian  sup- 
ported a  refinancing  of  the  preferred 
stock  plan.  Several  large  cable  televi- 
sion systems  invested  in  TBS,  reducing 
Turner's  control  but  enabling  him  to 
keep  the  company.  At  Turner's  1986 
Goodwill  Games  in  Moscow,  Turner 
told  a  group  at  dinner,  "You  guys 
better  be  nice  to  Mr.  Kerkorian  or 
CNN  might  become  KNN." 

Kerkorian's  unusually  generous  ges- 
ture toward  Turner  was  typical  of  him. 
It  was  also  typical  that  few  people 
knew  about  it  because  the  self-effacing 
Kerkorian  did  not  broadcast  it  or  any 
of  his  other  personal  qualities. 

Since  the  beginning  of  his  business 
career,  Kerkorian  has  never  "preyed," 
as  that  term  is  normally  defined  in 
business — pressing  every  advantage, 
picking  every  bone  clean. 

Unlike  many  entrepreneurs  who 
own  companies,  Kerkorian  never 
charged  MGM  for  the  use  of  his  plane, 
or  charged  fees  or  expenses  to  MGM  to 
maximize  his  personal  resources. 

Nor  has  he  taken  advantage  of 
minority  shareholders.  "If  you  invest- 
ed vAxh  Kirk,  you  had  every  advantage 
he  did,"  recalls  an  executive  who  was 
odierwise  critical  of  Kerkorian's  stew- 
ardship of  MGM. 

Quietly  and  without  any  fanfare, 
Kerkorian  has  also  given  away  many 
millions  to  Armenian  causes  and  more 
than  20%  of  his  net  worth  to  charides 
in  general. 

Despite  his  admirable  qualities, 
Kerkorian  still  could  not  attract  suffi- 
cient executi\'e  talent.  The  studio  con- 
tinued to  lose  money.  "Wliy  couldn't 
I  get  it  to  work?"  he  asked  a  fiiend  in 
1989.  "Why  couldn't  I  find  the  right 
people,  the  right  combination?" 

So  in  1990  he  sold  the  company 
again,  this  time  to  one  of  the  most 
bizarre  characters  ever  to  do  business 
in  the  bizarre  community  of  Holly- 
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Technology  -« 

The  latest  news  from  Silicon  Valley. 
Hot  companies,  rising  industry  personalities, 
compelling  new  technologies,  mobile 
computing,  and  telecommuting.  Plus, 
insightful  analysis  of  the  significant 
corporate  and  cultural  changes  wrought 
by  advancing  technology. 
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Laucala  Island. 


Viiaition  in  a  private  paradise,  as  trojiical  :uid  secluded 
as  ;ui\'  luidiscovened  island.  Msit  kiuaila,  a  Forbes 
Magiiziiie  Soutli  Pacific  Projiert)-  in  tlie  Fiji  Isles. 

This  pristine  paradise  offers  the  worid's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island"s  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  \^acation  experience  — 
die  finest  ;unenities  without  tlie  fonnalities.  All 
tliis  for  just  $2,495  pp  for  8  da^'s  ;uid  7  nights 
(plus  Fiji  t;Lx).  And  that  includes  eventhing.  Willi 
its  own  private  ninwa\'  and  daih  scheduled  com- 
mercial flight,  Laucida  is  tlie  jierfect  getaway 

For  more  information, 
calM-800-F0RBES-5. 
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MUHLENKAMP  FUND 


#1 

Flexible  Portfolio  Fund 
for  the  last 

1 3  cind  5  years'' 

Ron  Muhkmkivnp 
Fund  MciiuiiU'r 


AVERAGE  ANNUAL  TOTAL  RETURNS 
FOR  PERIODS  ENDED  9  30  97 

ONE  YEAR 

49.5% 

THREE  YEAR 

30.8% 

FIVE  YEAR 

22.1% 

LIFE  OF  FUND 

SINCE  1 1  88 

17.3% 

>•  100%  Xo  Load  >  Low  Turnover 

FORA  FREE  PROSPECTUS 

CALL  1-800-860-3863 

Internet:  http://muhlenkamp.com 

Muhlenkamp  &  Company,  Inc. 

12.<(X)  Pern  Highway  •  Wtxfiml.  P.\  l-^0<)i> 
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when  ivdeenied  a\:\\  he  worth  more  or  less  lli;ui  onijinal  co^l 
•  Sonrve  I  ipper  Vnahtieal  Scniiv.  Ine  for  |Wnods  ended  "  .>(U'" 
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The  Relaunching  of  Rockwell 


Rockwell's  most 

amazing  achievement  may 

turn  out  to  be  itself. 


At  Rockwell,  taking  on  impossible 
L.challenges  has  always  been  a  part  of  its 
business.  And  its  history  has  been  a  part  of 
our  history  as  the  company  accomplished  one 
monumental  engineering  feat  after  another. 

When  President  Kennedy  raised 
the  challenge  of  putting  an  American  on  the 
moon,  Rockwell  created  the  revolutionary 
technologies  needed  to  design  and  build  the 
Apollo  lunar  command  module. 

Through  one  global  conflict  after 
another,  Rockwell's  predecessor  company 
designed  and  built  the  fighter  planes  that 
helped  us  prevail:  the  P51  in  WWn,  the  F86 
in  the  Korean  War,  the  FlOO-the  first  fighter 
that  could  go  supersonic-and  finally  the  B-1  bomber- 
the  backbone  of  our  defense  system  for  decades. 

Rockwell's  resources  and  ability  to  solve  problems 
became  the  key  to  the  building  of  the  space  shuttle. 
Because  of  its  technical  excellence,  Rockwell  was 
awarded  not  just  the  shuttle  contract,  but  also  the  shuttle's 
main  engine  contract  and  then  the  systems  integration 
contract.  For  one  company  to  win  all  these  assignments 
was  simply  unprecedented. 

By  1985,  Rockwell  had  become  one  of  the  world's 
leading  aerospace  and  defense  contractors -technological- 
ly advanced,  financially  strong  and  ready  for  anything. 

But  from  experience  they  already  saw- long 
before  the  fall  of  the  Berlin  Wall  and  the  end  of  the  Cold 
War- that  the  company  needed  to  expand  its  commercial 
base  and  focus  on  electronics. 

Thafs  when  Rockwell's  Chairman,  EX)n  Beall,  embarked 


After  building  the  Space  Shuttle  Orbiters,  Rockwell  applied  its 
technological  expertise  to  electronics  businesses  on  earth. 


on  Rockwell's 
most  ambitious 
project  ever:  a 
transformation  of 
his  company  so 
vast  in  its  scope,  it 
took  over  a  decade 
to  complete. 

During  the 
process  Rockwell 
invested  over  $13 
billion  in  new 


Rockwell  automation  products  give  '■ 


greater  flexibility  to  manufacturing  am 


bill 


processing  industries  around  the  work^^^' 

products  and  capital  equipment.  It  acquired  50  companie  | 
as  it  followed  its  strategy  of  building  up  new  core  busi  %ii 
nesses.  And  it  also  divested  itself  of  30  companies  as  it  il9]; 
merged  and  juggled  assets  to  sharpen  its  focus  on  com  idco, 
mercial  and  international  markets. 
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In  order  to  complete  the  transformation,  Rockwell's 
rospace  and  defense  divisions  were  sold  to  Boeing.  "It 
as  very  difficult  to  decide  to  sell  the  aerospace  business'' 
mits  Don  Beall. 

And  finally  Rockwell  sold  off  the  business  that  had 

stalled  the  company  way 
back  in  1919,  Rockwell's 
automotive  division. 

The  result  was  a 
company  with  enormous 
resources,  streamlined 
with  a  solid  balance  sheet, 
ready  to  focus  on  three  key 
businesses  that  will  carry 
Rockwell  and  the  world 
into  the  next  century: 
Automation,  Avionics  & 
Communications  and 
Semiconductor  Systems. 
Thanks  to  its 
quisition  of  Allen  Bradley  in  1985  and  Reliance  Electric 
years  later,  Rockwell's  Automation  business  has  nearly 
billion  in  annual  sales.  Today,  their  automation  systems 
id  products  are  used  in  virtually  every  manufacturing 
ant  in  the  world. 

Rockwell's  second  core  business,  Avionics  & 
rjs|)mmunications,  grew  out  of  its  acquisition  of  Collins  Radio 
1973.  This  $  1 .7  billion  division  provides  communications 
id  control  systems  for  almost  all  the  world's  leading  airlines 
id  aircraft  manufacturers. 


Rockwell  semiconductor 
ystems  are  being  used  in  prod- 
ucts for  personal  computing, 
wireless  communications, 
Idigital  infotainment  and  nwre. 


Finally,  Rockwell's  Semiconductor  Systems 
business  has  grown  into  a  $1.6  billion  business  offer- 
ing products  so  advanced  they're  on  the  cutting  edge 
of  chip  technology.  More  than  707f  of  the  world's 
modems  depend  on  semiconductors  from  Rockwell. 

According  to  Don  Davis.  Rockwell's  president 
and  CEO.  Rockwell  is  well  positioned  for  the  future 
and  ready  to  enter  the  ranks  of  global  electronic 
giants.  "We  are  happy  with  having  three  strong  busi- 
nesses. Our  efforts  will  be  targeted  at  strengthening 
what  we  already  do." 

Now  the  world  is  waiting  to  see  what  Rockwell 
does  next.  Based  on  its  past,  no  one  should  ever  rule 
out  the  impossible. 

"Entrepreneurs  and  visionaries  are  what 
made  this  state  great.  And  California s  stoiy  of 
innovation  and  leadership  is  just  beginning" 

-  Governor  Pete  Wilson. 

Self-Made  in  California 

celebrates  California  entre- 
preneurs and  companies 
^Jhr    M  whose  vision  and  daring  have 
m^mm  A   shaped  the  20th  Century. 
Watch  for  this  special  presentation  air- 
ing on  CNBC  cable  network  the  first 
Sunday  of  each  month  at  4:30  pm  EST, 
1:30  pm  PST. 
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Chrysler  Chairman 
Robert  Eaton 
Stunned  at 
Kerkorian's  bid, 
he  said:  "We  can't 
join  you  in  this." 


picked 
the  right 
horse, 
and  he 
stuck 
with  it." 


(continued  from  page  236) 

Gary  Wilson  sought  out  Lee  lacocca  and  relayed 
the  notion  of  a  buyout.  lacocca  liked -the  idea  and 
called  Kerkorian.  "You  know  what?"  lacocca  said. 
"Gary  Wilson  and  Robert  Day  want  to  do  a  buyout  of 
Chrysler.  They've  done  a  model." 

lacocca,  Wilson  and  Boyer  presented  the  proposal 
to  Kerkorian  at  his  Beverly  Hills  office  on  Oct.  10.  At 
first  Kerkorian  spurned  them.  Kerkorian  wanted  to 
push  Eaton,  not  gang  up  on  him.  But  within  days  he 
filed  a  Schedule  13D  that  informed  Chrysler  and  the 
entire  investment  world  that  he  was  now  considering  a 
takeover  of  Chrysler.  At  that  point  it  was  a  bluff,  but 
nobody  but  Kerkorian  knew  that. 

On  Dec.  1  Chrysler  announced  a  60%  dividend 

increase,  a  $1  billion  stock  repur- 
chase and  a  lifting  of  the  poison- 
pill  defense  trigger  to  15%.  But  to 
Kerkorian  these  moves  were  still 
inadequate.  He  bought  4  million 
more  shares,  raising  his  holding 
above  10%  for  the  first  time.  He 
also  turned  his  attention  back  to 
Gary  Wilson. 

Wilson  and  Albert  Boyer  had  by 
then  broached  their  top-secret 
buyout  plan,  dubbed  Project  Beta, 
to  Chrysler  in  private.  Chief  Finan- 
cial Officer  Gary  Valade  and  Exec- 
utive Vice  President  Thomas 
Denomme  seemed  receptive,  but 
opposed  any  role  for  lacocca,  feel- 
ing that  as  a  former  chief  executive  he'd  hamper  any 
new  initiatives. 

Back  in  Beverly  Hills  Gary  Wilson  briefed  Kerkorian 
on  the  contacts  with  Chrysler.  For  the  recapitalization 
plan  to  succeed,  Wilson  felt,  Eaton  would  have  to  be 
persuaded  to  take  the  lead.  That  would  take  time. 

But  Kerkorian  was  growing  impatient.  He  felt  there 
was  a  time  for  every  move  and  the  time  for  this  one 
was  running  out:  The  stock  was  comparatively  cheap 
and  he  wanted  to  buy  before  it  went  up.  So  on  the 
evening  of  Apr.  10,  Kerkorian  called  Wilson  to  tell 
him  he  was  going  to  make  an  offer  of  $55  a  share  the 
next  day  for  the  90%  of  Chrysler  he  did  not  already 
own.  Shocked,  Wilson  said  he  didn't  feel  Eaton  or 
other  top  executives  were  yet  on  board. 

When  Kerkorian  informed  Eaton  by  phone  the  next 
day  of  his  plan,  Eaton  replied,  "We  can't  join  you 
in  this." 

Wilson  and  lacocca  met  with  Kerkorian  in  Las 
Vegas  the  following  day.  Eaton  was  nervous  enough 
about  Kerkorian,  but  was  even  more  concerned  at  the 
prospect  of  lacocca's  apparent  involvement  in  what 
now  seemed  to  be  an  unfriendly  move  to  take  control. 

(continued  on  page  242) 


wood,  Giancarlo  Parretti.  When  Par- 
retti  was  brought  to  Kerkorian's  Bev- 
erly Hills  office  for  the  first  time, 
Kerkorian,  like  most  Americans  who 
met  Parretti,  could  barely  understand 
liim  dirough  his  hea\y  Italian  accent. 

Several  people  told  Kerkorian  that 
Parretti  was  shady.  Parretti,  however, 
had  restored  another  sick  film  compa- 
ny, the  Cannon  Group,  to  health  for  a 
time,  and  he  seemed  to  have  access  to 
enough  money  to  buy  mgm. 

In  November  1990  Kerkorian 
closed  the  deal  to  sell  mgm  to  Parretti 
for  $1.34  billion,  or  $560  million 
more  than  he  had  paid  for  it  four  years 
earlier.  But  the  sale  left  liim  with  great 
sadness.  His  failure  to  build  the  fabled 
studio  back  into  a  powerhouse  had 
been  the  biggest  disappointment  of  his 
business  life. 

Particularly  so  since  the  man  he  sold 
it  to  had  turned  out  to  be  a  swindler, 
a  true  predator.  Parretti  had  obtained 
the  money  he  paid  Kerkorian  for  MGM 
by  bribing  officers  of  Credit  Lyonnais, 
one  of  the  biggest  banks  in  the  world. 

Credit  Lyonnais  took  over  MGM  in 
1991  when  Parretti  defaulted  on  loans. 
The  bank  had  accused  Kerkorian  in 
a  lawsuit  of  concealing  mgm's  true 
financial  condition  when  he  sold  it. 

In  denying  that  charge,  Kerkorian 
accused  the  bank  of  all  manner  of 
fraud,  which  it  denied.  In  1995, 
Kerkorian  paid  a  sum  of  money, 
modest  bv  his  standards,  to  settie  the 
litigation,  which  had  upset  him  more 
than  any  such  controversy  ever  had. 

Kerkorian  found  it  ironic  that  in 
1993  Credit  Lyonnais  had  hired  Frank 
Mancuso,  the  man  he  had  once  tried 
to  hire,  to  run  MGM.  The  bank  was 
required  by  U.S.  law  to  sell  the  studio 
by  mid- 1997,  and  Mancuso  had  made 
it  known  that  he  would  try  to  assem- 
ble the  financial  backing  to  buy  it. 

Kerkorian  couldn't  resist  one  more 
try.  So  Mancuso  got  a  call  fi^om  him  in 
February  1996.  "Frank,  I'd  be  a  good 
parmer,"  he  said.  "1  never  thought  I'd 
ever  go  back  into  this,  but  you  know 
I  tried  to  hire  you  in  the  early  Eight- 
ies. If  you'd  been  on  board  in  1986, 1 
never  would  have  sold  it." 

Mancuso,  who  had  known  and 
admired  Kerkorian  for  years,  was 
intrigued  by  the  call  but  did  nothing 
at  that  point  to  follow  up. 

Credit  Lyonnais  organized  an  auc- 
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HOW  KERKORiAN  MADE  $1.8  BILLION  IN  SEVEN  YEARS 


$40   Chrysler's  stock  price 


Apr.  1995: 

Kerkorian  starts 

takeover  bid 


^Oct.1990: 
KeiluMiaii's 
,^      firstbtty 


All  shares  adjusted  to  reflect  a  2-for-l  split  effective  6/15/96. 
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Source:  Tracinda  Corp. 


Value  investor: 
All  his  advisers 
thought  he  was 
nuts,  but 
Kerkorian  proved 
them  all  wrong. 


Chrysler  urgently  marshalled  a  potent  defense  team — 
the  investment  banking  houses  of  First  Boston  and 
Salomon  Brothers  and  the  law  firm  of  Simpson  Thacher 
&  Bartlett. 

The  word  went  out:  Kerkorian  is  a  raider.  Kerkorian 
is  a  Vegas  guy.  Calls  went  out  to  commercial  and  invest- 
ment bankers:  Anyone  doing  business  with  Chrysler 
will  lose  that  business  if  they  aid  the  Kerkorian  effort. 

That  slammed  the  door  on  Kerkorian's  financing 
efforts.  Still,  he  bought  an  additional  14  million  shares, 
bringing  his  total  to  52  million,  13.6%. 

To  help  him  decide  what  to  do  next  and  to  protect 
his  investment,  he  hired  an  lacocca  favorite,  former 
Chrysler  chief  financial  officer  Jerome  York.  Kerkorian 
tried  to  force  York  onto  the  Chrysler  board.  But  he  was 
rejected. 

Kerkorian  finally  agreed  to  sign  a  standstill  agreement 
in  February  1996. 

Yes,  Chrysler  management  had  won  the  battle  for 
control.  But  Kerkorian  had  won  the  war.  His  secret  all 
along  was  that  he  never  wanted  to  take  Chrysler  over, 
but  wanted  to  influence  it  for  the  benefit  of  sharehold- 
ers. Just  about  everything  Kerkorian  pressured  Chrysler 
to  do,  it  eventually  did.  It  raised  dividends  multiple 
times,  split  the  stock  2-for-l  last  year  and  reorganized 
its  management.  Kerkorian's  total  investment  in 
Chrysler  stock  was  $1.5  billion,  $1  biUion  of  which  he 
•borrowed.  It  is  now  worth  $3.3  billion  and  has  earned 
him  $400  million  in  dividends. 

Says  Michael  Tennenbaum,  the  Bear,  Stearns  invest- 
ment banker  who  was  initially  skeptical:  "All  the  smart 
guys,  including  me,  said,  'Don't  get  involved  in  a  cycli- 
cal company.'  But  Kirk  picked  the  right  horse,  and  he 
stuck  with  it." 

Ace  Greenberg  was  right:  Kirk  Kerkorian  knows  value 
the  \\  a\  Babe  Ruth  knew  how  to  hold  a  bat.  — D.M.  WM 


tion  of  MGM  for  June  and  July  1996. 
The  bidders  included  the  European 
entertainment  company  PoIyGram 
and  Rupert  Murdoch's  News  Corp. 
Credit  Lyonnais  wanted  $2  billion  for 
die  company.  It  appeared  after  the  first 
round  that  it  would  be  fortunate  to 
get$I  billion. 

Frank  Mancuso  didn't  bid  until  the 
second  round.  Early  on  the  morning 
of  July  5,  Kerkorian  called  his  aide, 
Alex  Yemenidjian,  in  Las  Vegas. 

"I  read  that  bids  are  not  coming  in 
where  Credit  Lyonnais  wants  them," 
Kerkorian  said.  "Do  you  think  you 
could  call  your  fiiend?" 

Yemenidjian  had  developed  a  cor- 
dial relationship  with  a  senior  execu- 
tive at  the  bank,  Rene -Claude  Jouan- 
net.  Yemenidjian  immediately  called 
Paris,  where  it  was  late  afternoon. 
Jouannet  took  the  call. 

"Rene -Claude,  you  still  owe  me  a 
visit  to  Las  Vegas." 

"I  have  not  forgotten  your  invita- 
tion, Alex." 

"I  understand  that  the  bids  for  the 
studio  are  not  coming  in  quite  where 
you  would  like  them." 

"I  can't  comment  on  that." 

"I'm  not  asking  you  to  comment.  1 
just  wanted  you  to  know  that  if  you 
can't  quite  get  there,  \vc  might  be  able 
to  jump  in  and  help  you  out." 

"I  understand.  If  I  think  you  can 
help  out,  I'll  let  you  know." 

It  turned  out  that  Frank  Mancuso 
was  in  Paris  that  day  for  an  mgm  board 
meeting.  When  he  returned  to  his 
suite  at  the  Crillon,  he  found  a  mes- 
sage to  call  Kerkorian. 

"Alex  has  talked  to  the  bank,"  Kirk 
said.  "Can  we  talk?" 

"Yeah,  let's  talk." 

Kerkorian  then  called  Yemenidjian. 
"Frank  wants  to  talk.  He  thinks  we 
might  be  able  to  put  something 
together.  He's  very  concerned  that 
with  all  the  other  potential  bidders 
MGM  is  going  to  be  merely  a  division 
of  another  large  company  and  it's 
going  to  be  lost,  instead  of  growing  as 
a  separate  studio.  You  know  I  once 
tried  to  hire  Frank." 

"I  remember." 

Mancuso  returned  that  weekend  to 
Los  Angeles,  where  the  Hollywood 
Reportei'  said  on  Monday  that  he  had 
"failed  to  muster  financial  backing  for 
a  management-led  bid."  Kerkorian 
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sent  his  plane  to  bring  Mancuso  to  Las 
Vegas  on  Tuesday.  They  met  for  two 
hours  over  sandwiches  in  a  small  con- 
ference room  at  Kerkorian's  office. 
Just  the  two  of  diem. 

"We've  accomplished  a  lot  in 
three  years,"  Mancuso  said,  refer- 
ring to  hit  pictures  like  Get  Shorty 
and  The  Birdcage,  "but  there's  still  a 
lot  to  be  accomplished.  We  still  have 
a  pretty  good  opportunity  to  keep 
the  company  independent,  keep  it 
separate.  Most  of  the  other  con- 
tenders will  break  it  up." 

"That  was  what  I  always  tried  to 
avoid,"  Kerkorian  reminded  Mancuso, 
who  then  told  Kerkorian  that  die  only 
partner  he  wanted  to  bring  in  was  the 
Australian  television  company  Seven 
Network,  which  had  been  a  customer 
of  MGM  for  40  years.  That  was  fine 
widi  Kerkorian — as  long  as  he  retained 
control. 

Back  in  Los  Angeles,  the  Holly- 
wood Reporter  said  Mancuso  was 
"too  thinly  funded  to  compete." 
Mancuso  summoned  his  closest 
aides  and  told  them  of  his  conversa- 


tion with  Kerkorian. 

"You  know  what.^  I'm  not  going 
to  talk  to  anybody  in  the  press  about 
annhing,"  he  said.  "We're  not  going 
to  win  this  in  print.  We're  going  to 
win  it  with  a  bid." 

Seven  days  later  they  did, 
with  a  bid  of  $L3  billion. 
This  time  around,  Kerkorian 
has  not  been  stingy  with  the 
money.  In  July  he  spent 
$573  million  to  buy  Gold- 
wyn  Entertainment  and 
Orion  Pictures  from  John 
Kluge's  Metromedia. 

The     purchase     added 
1,900  film  titles  and  3,000 
television      episodes      to 
the  MGM  library.  Another 
library  of  1,000  titles  may  be  pur- 
chased soon.  With  4,000  titles,  MGM 
now  has  the  largest  collection  of  post- 
1948  feature  films  in  the  world. 

Kerkorian  also  plans  to  increase  pro- 
duction to  10  to  12  motion  pictures  a 
year,  up  from  4  last  year.  One  strateg)' 
will  be  to  make  sequels  and  remakes  of 
well-tested  franchises.  Besides  owning 


"Frank,  if 
you'd  been 
on  board 
in  1986, 1 
never  would 
have  sold 
MGM." 


17  Bond  films,  mgm  owns  the  5 
Rock)'  films  and  9  Pink  Panther  films. 
MGM  also  plans  to  release  4  to  6  "inde- 
pendent" pictures  produced  or  copro- 
duced  by  Goldwyn  or  acquired 
through  distribution  deals. 

The  key  to  Kerkorian's 
success  on  this,  his  last  try, 
will  be  whether  he  has 
learned  from  his  past 
attempts  to  make  sense  out 
of  Hollywood.  Whether  he 
will  keep  the  bean  counters 
at  bay  and  let  Frank  Mancu- 
so have  the  resources  he 
needs  to  rebuild  the  studio. 
All  this  was  not  far  from 
Kerkorian's  mind  on  a  recent 
Sunday  afternoon  as  the  165- 
pound,  aerobically  tit  octogenarian 
slammed  vicious  forehands  across  the 
net  at  his  friend,  Mort  Viner,  the  ven- 
erable HollyA\'ood  agent,  the  man  who 
waits  in  line  witii  Kerkorian  to  see  films 
with  him  at  neighborhood  theaters. 

The  owner  of  the  world's  most 
famous  studio  prefers  not  to  attend 
HoUvwood  screenings.  WM 


First  Encounters 
By  Davidoff 


The  Rough  Riders  were  o 

highly  unusual  group  of  men: 

ex-cowboys,  western  bod  men 

ond  ivy  leogue  grodudtes  Teddy 

was  a  leader  who  had  ordered 

uniforms  from  Brooks  Brothers. 

Late  one  afternoon  after  a 

hard  ddy  of  riding  in  Sdntiago, 

Teddy  and  the  boys  stood  on 

o  lush  ridge  and  enjoyed  a  brief 

respite  with  a  few  great  cigars. 

After  all,  disappearing  into  a 

cloud  of  smoke  is  whot 

becomes  a  legend  most. 
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INNOUATION 


Where  does  technological  innovation  come  from? 
Even  today  a  lot  of  it  comes  from  the  sketchpads 
of  eccentric  inventors  like  David  Jones. 

Genius  that 
money  can't  buy 


By  Philip  E.  Ross 


Genius,  said  Thomas   Edison  fa-  by-product  of  all  that  expensive  per- 

mously,  is  1%  inspiration  and  99%  spiration.  But  some  of  it  comes  from 

perspiration.  The  perspiration  costs  people  who  are  nowhere  near  a  labo- 

lots  of  money:  Business  and  govern-  ratory  bench.  They  are  latter-day 

ment  in  the  U.S.  spend  $171  billion  Leonardo  da  Vincis  doodling  on     among  its  readers 

a  year  in  research  and  development  to  sketchpads  about  contraptions  or  The    column 


lished  musings  about  what  might  be 
inventablc  have  anticipated,  in  some 
cases  by  decades,  such  important  dis- 
coveries as  the  chemical  laser,  ful- 
lerenes  and  carbon  nanotubes,  and 
noise  cancelation  devices. 

If  you  have  never  heard  of  Jones,  it 
is  because  he  goes  to  great  lengths  to 
stay  out  of  view.  He  almost  never 
grants  press  interviews  and  is  reluc- 
tant to  allow  his  photograph  to  be 
published. 

But  Jones  is  far  from  invisible  in 
the  professional  world.  In  the  soli- 
tude of  his  study  near  the  University 
of  Newcastie  upon  Tyne  in  northeast 
England,  he  writes  the  Daedalus 
column  for  the  British  journal 
Nature^  whose  58,000  circulation 
belies  its  influence.  It  numbers  many 
of  the   world's    leading   scientists 


pay  scientists  to  inch  ahead  with 
slight  improvements  in  recombinant 
DNA  or  a  PC's  browser  interface. 

But  where  does  the  inspiration 
come  from.^  Inspiration  like  recom- 
bining    DNA    or    enabling    PCs    to 


is  a  mixture  of 
chemical  formulations  that  don't  exist  whimsy,  science  fiction  and  deadly 
now — but  just  might  someday.  serious  analysis.  Like  the  mythical 

One  of  these  sketchpad  inventors  is      Greek  inventor  the  column  is  named 
David  E.H.   Jones,  a   59-year-old     aftier,  Daedalus  stretches  the  limits  of 
Britisher  whose  imagination  ranges      science.  A  typical  column  begins  with 
far  from  the  organic  chemistry  in     a  reasonable  premise  and  carries  it  a 
browse.^  A  lot  of  the  inspiration  is  a     which  he  got  his  doctorate.  His  pub-      litde  further  than  seems  possible.  The 

point  of  the  exercise  is  to  get  other 
=      scientists  to  think  "What  if>" 

Here  are  some  of  the  column's 
extravagant  ideas:  You  could  make 
yourself  invisible  by  wearing  a  shirt 
made  of  fiber-opdc  threads,  the  ends 
pointing  out  in  front  and  back.  You 
could  improve  your  figure  by  selec- 
tively heating  overendowed  body 
parts  to  make  it  easier  for  fat  to  dis- 
solve  in   those   places.   You 
could  sail  ships  from  a  high- 
level  body  of  water  to  a  lower 
one  without  locks  by  using 
powerful      magnetic      fields 
acting  on  iron-enriched  water 
to  create  a  canal  with  a  sloping 
waterline. 

Preposterous.^  Maybe  so. 
But  that's  what  they  said 
about  heavier-than-air  flying 
machines.  "About  20%  of  the 
things  that  I  invent  make 
some  contact  with  reality," 
says  Jones  in  a  brief  phone 
conversation.  We  weren't  able 
to  press  him  further  because 
he  had  second  thoughts 
about  exposing  himself  to  a 
broader  audience,  and  termi- 


Cage-molecule  carbon 
In  1966  Daedalus 
proposed  introducing 
defects  into 
graphite's  hexagonal 
bonding  pattern  so 
that  its  normally  flat 
sheets  would  ball  up. 
Three  decades  later 
scientists  won  the 
Nobel  Prize  in  chem- 
istry by  realizing  the 
idea  in  buckminsten 
fullerene,  a  carbon 
cage  that  can  hold 
other  atoms  inside. 
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nated  the  conversation. 

Jones  envisaged  a  chemically  pow- 
ered laser  in  the  1960s,  just  when 
George  Pimentel  and  Jerry  Kasper  of 
the  University  of  California  at  Berke- 
ley were  designing  one.  Daedalus 
was  wrong  about  the  chemical — the 
column  recommended  nitro- 
glycerin— but  was  eerily  prescient  in 
dreaming  up  an  application.  You 
could  use  such  a  laser  to  shoot  down 
ballistic  missiles,  Daedalus  said.  The 
chemical  laser  formed  the  crux  of 
the  strategic  defense  initiative  that 
President  Reagan  proposed  two 
decades  later. 

Another  great  prediction  was  anti- 
noise  (which,  Jones  later  learned,  had 
been  foreseen  by  the  science  fiction 
writer  Arthur  C.  Clarke).  You  invert 
die  wave  pattern  of  a  regularly  repeat- 
ing noise,  broadcast  the  resulting 
waves  with  the  right  timing  and  let 
the  peaks  and  troughs  cancel,  pro- 
ducing silence.  Two  years  ago  the 
technology  was  commercially  mar- 
keted to  hush  up  private  jets — the 
very  application  Daedalus  cited 
in  1966. 

His  most  dramadc  prediction  came 
in  another  1966  column.  This  item 
noted  that  the  chicken-wire-like 
sheets  of  carbon  atoms  in  graphite 
were   normally  flat  but   might   be 


Antinoise 

Daedalus,  realizing 
that  noise  is  just  a 
wave  pattern, 
proposed  creating  a 
mirror  image  of  that 
pattern.  The  peaks 
and  valleys  of  anti- 
noise  would  meet 
and  cancel  the 
valleys  and  peaks 
of  noise,  producing 
silence.  Aircraft  now 
use  such  technology 
to  spare  the  ears 
of  pilots  and 
passengers. 


See-through 
clothing 

Why  not  make  a  shirt  with  optical  fiber, 
ends  facing  outward,  so  that  incoming 
light  is  conveyed  around  the  wearer's 
body  and  beamed  out  the  other  side? 
With  such  technology  in  place,  you'd 
be  a  better  window  than  a  door. 


induced  to  curve  inward  to  form  balls 
if  certain  defects  were  introduced 
into  the  lattice.  The  resulting  hollow, 
cagclike  molecules  would  have 
intriguing  properties:  You  could 
entrap  other  atoms  inside  or  exploit 
the  roller- bearing  properties  of  the 
molecules  as  a  lubricant. 

Thus  were  conceived  fuUerenes, 


the  third  form  of  carbon  after 
graphite  and  diamonds.  They  were 
synthesized  in  the  late  1980s  by  the 
Americans  Richard  Smalley  and 
Robert  Curl  and  the  Englishman  Sir 
Harold  Kroto,  who  won  the  1996 
Nobel  Prize  in  chemistry  for 
this  work.  (The  scientists  were 
evidently  not  aware  of 
Daedalus'  musings  on  carbon 
molecules.) 

No  one  has  yet  made  money 
off  fullerenes,  but  the  field  has 
already  shown  itself  to  be  far 
more  than  a  mere  playground 
for  chemists.  A  fullerene  vari- 
ant known  as  a  carbon  nan- 
otube — in  which  the  sheet  rolls 
up  into  a  sausage — may  well 
prove  the  next  big  thing  in 
microminiaturization.  Carbon 
tubes  are  among  the  thinnest 
wires  and — given  the  nature  of 
the  carbon  bond — the 
strongest,  too.  They  have 
many  electronic  talents:  Build 
them  with  a  bit  of  a  twist  and  the 
conductivity  changes.  Touch  a  tube's 
open  end  to  metal  and  it  will  suck  it 
in  like  milk  through  a  straw.  Some 
scientists  even  talk  of  one  day  sup- 
planting silicon  \vith  carbon. 

Jones  is  something  of  a  recluse — 
unmarried,  childless  and,  as  an  emer- 
itus member  of  the  faculty,  remains 
close  to  Newcastle  Universit^'^s  labo- 
ratories but  is  not  directly  employed 
there  since  he  quit  a  professorship 
in  1979. 

In  a  world  where  talented  people 
scramble  for  money  and  recognition, 
Jones  is  a  throwback.  He  works  on 
what  interests  him,  not  on  what  is 
most  salable.  Was  Napoleon  poi- 
soned, as  has  been  long  suspected  by 
historians.^  Jones  proposed  that 
Napoleon's  house  on  tiie  island  of  St. 
Helena  could  have  had  green  wallpa- 
per, and  that  the  green  dye  might 
have  contributed  to  the  emperor's 
death  in  1821. 

Later  it  was  confirmed  that  Na- 
poleon's wallpaper  had  indeed  been 
green,  and  that  in  the  right  tempera- 
ture and  humidity  conditions  such 
wallpaper  could  poison  the  residents 
of  a  house. 

On  rare  occasions  Jones  does  exper- 
imental work.  He  once  tried  to  design 
a  series  of  unridable  bicycles  just  to 
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The  case  for  a  Frigi-bra 

If  fat  tends  to  dissolve  where 

it's  warm  and  congeal  where  it's  cold, 

Daedalus  reasons,  why  not  use 

a  heat  pump  to  remodel  the  body? 

Just  warm  the  overendowed  parts, 

chill  the  others. 


find  out  why  normal  bicycles  are  so 
stable.  (The  fascinating  results  were 
published  in  the  April  1970  issue  of 
Physics  Today.)  In  1982  Jones  created 
a  pseudo-perpctual-motion  machine. 
The  purpose  of  the  machine — which 
was  like  a  bicycle  wheel  in  a  glass  case 
with  no  obvious  source  of  energy — 
was  to  stimulate  museum  visitors  to 
think  about  the  paradoxes  of  thermo- 
dynamics— and  to  be  skeptical  of 
inventors  who  claimed  to  have  creat- 
ed cost-free  energy. 

But  the  core  of  Daedalus  is  what 
physicists  call  a  gedanken  (thought) 
experiment.  A  thought  experiment  is 
an  evocative  kind  of  brainteaser  that 
poses  or  answers  a  riddle  in  science. 
Albert  Einstein  imagined  how  the 
world  might  look  if  you  were  to  travel 
alongside  a  ray  of  light,  and  hatched 
his  relativity  theory.  J.  Robert  Oppen- 
heimer  imagined  a  star  so  small  and 
dense  that  its  gravity  would  prevent 
light  from  escaping:  a  black  hole. 

Some  recent  thoughts  from 
Jones:  You  could  invent  a  pill  that 
would  release  enough  oxygen  into 
the  body  to  keep  you  going  long 
enough  to  get  out  of  a  burning 
house.  You  could  tether  a  geosyn- 
chronous satellite  to  earth  with  a 
superstrong  cable,  then  hoist  pay- 
loads  into  orbit  by  running  an  elec- 
tric winch  up  the  cable. 

Could    you?      Maybe    someoii 
should  try.  WKi 


That  wasn't 
what  you  told  us 
on  the  phone 

By  David  Lipschultz 

When  there  was  a  dispute  over     that  does  transactions  over  the  phone 


mortgage  rates  at  phh  Mortgage  Ser- 
vices, its  technicians  would  have  to 
fast-forward  their  way  through  miles 
of  tape  in  search  of  the  relevant 
phone  conversation.  Today  a  click  of 
a  mouse  brings  up  Salesman  X's  con- 
versation from  last  Friday  on  the 
computer's  speaker. 

"It's  saving  us  over  a  million  dol- 
lars a  year  just  in  settling  rate  dis- 
putes," says  Dennis  Wyers,  a  tele- 
communications supervisor  at  phh,  a 
subsidiarv  of  HFS  Inc. 


or  has  legal  concerns  from  phone 
conversations  could  use  our  prod- 
uct," says  David  Arzi,  47,  who 
cofounded  Nice  with  Benny  Levin. 

Among  his  other  customers  are 
Bank  of  America,  Bank  of  England, 
Bank  of  Japan,  Deutsche  Bank, 
Chase  Manhattan  and  the  Federal 
Aviation  Administration.  Every 
phone  line  on  a  customer's  system 
brings  Nice  between  $500  and  $600 
in  revenue. 

The  technology  works  by  digitiz- 


The  digital  technology  comes  from  ing  the  telephone  conversation  and 

Tel  Aviv's  Nice  Systems,  an  11 -year-  storing  the  result  on  the  computer's 

old  firm  that  commercialized  some  hard  drive.  There  it  can  be  searched 

spy  technology  developed  for  the  mil-  by  call  station,  employee  name,  time 

itary  intelligence  community.  Nice  of  call,  etc.  When  the  data  pile  high 

isn't  the  only  provider  of  digitized  and  must  be  dumped  onto  4-  or  12- 

phone  call  databases,  but  it's  in  the  gigabyte  tapes  for  long-term  storage, 

lead,  with  30%  of  the  market,  accord-  a  call  can  be  retrieved  with  only  a 

ing  to  Victor  Halpert,  an  analyst  at  little    more    inconvenience.    Just 

Salomon  Brothers.  That  puts  it  well  upload  the  tape,  type  in  the  day 

in  front  of  Dictaphone,  Racal  Elec-  when  the  conversation  took  place 

tronics'  Racal  Recorders  and  Com-  and  a  list  of  calls  made  that  day  pops 

verse  Technology.  up  on  the  computer  screen.  A  double 

Sometimes  one  bad  experience  is  click,  and  the  conversation  comes 


all  it  takes  to  con- 
vince a  company  to 
wire  its  phones. 
Bankers  Trust  had 
its  turn  in  1994, 
when  a  court  fight 
with  Procter  Sz 
Gamble  over  a 
derivatives  trade 
required  Bankers 
Trust  to  waste  mil- 
lions tracking  down 
the  conversation  in 
question.  Bankers 
Trust  got  Nice 
technology  not 
long  afterwards. 
"Every  company 


m. 

i 

Nice  Systems'  David  Arzi  and  Benny  Levin 
They  hope  all  your  phone 
conversations  will  soon  be  taped. 


through  the  com- 
puter speakers. 

Nice's  revenues 
should  reach  $65 
million  this  year 
and  $99  million 
next,  predicts  UBS 
Securities.  If  the 
revenues  come 
through,  earnings 
could  climb  35%  to 
$1.72  per  Ameri- 
can Depositary 
Share,  making  the 
ads'  recent  price  of 
$48  not  so  out- 
landish as  it  at  first 
appears.  Hi 
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how  a  business  does  ©business 


lo  Ukc  real  advantage  ot  tlie  Web's  potential,  you  need  to  he  sure  your  site  is  morc  tlian  just  anotlier 
"order  taker."  It  needs  to  he  a  fully  integrated  fulfillment  mackine.  And  now  wdtli  tke  Rindesic™ 
mtcmet  business  solution,  yours  can  he.  It  automates  everytking  fiom  killing  and  accounting  to 
shipping  and  kdlillment — even  inventory  management  and  financial  reporting.  Ever\'one  gets  tke 
mformation  tkey  need — simultaneously  and  automatically — witk  realtime  reporting.  So  you  always 
know  tke  status  of  an  order.  And  your  site  will  newr  take  an  order  for  sometking  you  don't  kaw. 
\'isit  our  site  for  more.  Or  call  1-888-349-ekiz,  ext.  200.  Your  site  will  never  come  up  skort  again. 


pandesic 


mK 


MmmimmmimMmm  _  _ j 

The  technology  isn't  new.  The  founders  aren't  young. 
So  why  is  BEA  Systems  one  of  the  hottest 
software  outfits? 

Old  software, 
new  money 


By  Josh  McHugh 


"You  HEAR  A  LOT  about  garage  start- 
ups in  high-tech,"  says  Edward  Scott 
Jr.,  gray  chest  hairs  poking  out 
through  his  open-necked  Hawaiian 
shirt.  "We're  a  condo  startup." 

It's  true.  Scott,  59,  helped  start 
Mountain  View,  Calif.-based  bea  Sys- 


tems in  partnership  with  fellow  Sun 
Microsystems  alumni  Alfred  Chuang, 
36,  and  William  Coleman  III,  50,  in 
1995.  They  held  early  meetings  in  a 
condominium. 

At  an  average  age  of  47,  they  were 
over  the  hill  by  Silicon  Valley  stan- 


dards, and  there  was  nothing  rcvolu 
tionary  about  their  software. 
"Middleware,"  as  it  is  called,  is  a  sort- 
ware-based  traffic  cop  of  sorts  that 
makes  sure  messages  between  com- 
puters reach  their  destinations  in  an 
orderly  fashion.  If  invisible,  it  is,  how- 
ever, ubiquitous.  Wlien  installed  in  all 
the  computers  in  a  network,  it  allows 
different  kinds  of  machines  and  pro- 
grams to  talk  to  each  other. 

Middleware  probably  won't  appear 
in  a  Sandra  Bullock  movie  anytime 
soon.  But  the  lack  of  sizzle  didn't 
stop  investment  firm  E.M.  Warburg, 
Pincus  &  Co.  from  handing  the  three 
men  $50  million  for  half  of  their 
company  in  the  summer  of  1995, 
when  it  was  still  not  much  more  than 
a  325-page  business  plan. 

Two-and-a-half  years  later,  follow- 
ing an  initial  public  offering  in  April 
and  a  secondary  offering  in  July  that 
raised     $150     million,     Warburg, 
Pincus'  investment  is  worth 
about  $500  million. 

Yes,  old  fogies  can  deliver 
growth.  BEA  (after  the 
founders:  Bill,  Ed  and 
Alfred)  had  sales  of  $131 
million  in  the  12  months  to 
October  1997,  up  from  $41 
miUion  the  year  before. 

The  idea  that  became  bea 
germinated  in  1993.  After 
seven  years  at  Sun  Microsys- 
tems, Coleman  took  a  six- 
month  leave  of  absence, 
most  of  which  he  spent  at  his 
condominium  in  Aspen. 
Between  ski  runs,  Coleman 
ruminated  on  what  a  startup 
might  do  to  capitalize  on  a 
trend  sweeping  through  the 
world's  largest  corporations: 
the  shift  of  data  processing 
from  a  few  large  mainframe 
computers  to  networks  of 
small,  cheap,  server  machines 
like  those  sold  bv  Sun. 

Sun  itself  was  then  in  the 
throes  of  shifting  its  most 


Ed  Scott,  Bill  Coleman  and  Alfred 
Chuang  of  BEA  Systems 
Buying  the  framework,  then 
building  their  way  into  the 
corporate  software  picture. 


248 


Forbes  ■  December  15,  1997 


Your  company  needs  systems 

TESTING  BEFORE  THE  YEAR  2000. 
IFyOU  DON'T  TAKE 

THAT  POSITION,  YOU  MAY  F 
YOURSELF  IN  ANOTHER  ONE. 


Vfhen  January  ist,  2000,  arrives,  that  date  change  could  literally  cripple  your  hardware.  Your 
software.  Your  entire  communications  system.  In  the  end,  it  could  cripple  your  company. 
Fortunately,  Bellcore  can  help  test  your  information  and  network  systems  in  advance.  We're 
objective  in  our  approach.  Offering  leading-edge  expertise.  And  the  tools  and  technology 
to  test  complete  systems.  End-to-end.  To  find  out  more  about  Bellcore's  Year  2000  Testing 
Solutions,  rill  1-fl()()-571-r(](jF  ®^*-  2000.  Start  the  next  millennium  in  a  position  of  strength. 

FEEL  GOOD  ABOUT  TOMORROW 

YEAR    Z  0  0  0    TESTING    SOLUTIONS    Bellcore 


Microso 

Because  the  dateS  Ol 

ar 


©1997  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Where  do  you  want  to  go  today?  are  either  registered  trademarks 
or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
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From:  New  Microsoft  Project  98 
Date:  Wednesday,  4:45  p.m. 
To:  Planning  Committee 
Re:  One  more  little  thing... 


Your  plan  is  perfect.  You're  in  total  control.  Then  all  these.. .things.. .start  happening. 
That's  why  the  new  Microsoft"  Project  98  was  built  with  a  start-to-finish  obsession 
about  details.  About  scheduling.  Staffing.  Costs.  The  drill-down  details  that  let  you 
know  what's  happening  and  what's  going  to  happen  to  your  plan,  your  budget,  and 
your  due  date.  That's  a  complex  job:  Microsoft  Project  98  makes  it  easy.  You  can 
go  from  an  overview  to  the  smallest  detail  in  a  couple  of  clicks,  planning  and  tracking 
work  on  a  daily,  weekly,  or  monthly  basis.  It's  integrated  with  Microsoft  Office  97 
and  the  Internet,  so  your  documentation  and  communications  are  right  there,  from 
the  kickoff  memo  to  urgent  e-mails.  So  while  you've  still  got  the  time,  check  out 
the  details  at  www.microsoft.com/project/. 


I'oject  98. 


he  calendar 
loser 

lian  they  appear. 


Micmsoft' 


Where  do  you  want  to  go  today?*     www.mlcrosoft.com/proJect/ 
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Bui^  that 
warehouse! 


BEA  Systems'  cofounder 
and  chief  technical  officer, 
Alfred  Chuang,  reserves 
an  engineer's  scorn  for  the 
recent  billion-dollar  com- 
puting trend  known  as 
"data  warehousing." 

In  data  warehousing,  a 
company  periodically 
gathers  the  data  fi-om  all 
the  far-flung  databases 
that  form  its  pool  of  infor- 


mation into  one  central 
data  repository,  then 
parcels  the  information 
back  out  into  specialized 
collections  known  as  "data 
marts."  In  Chuang's  opin- 
ion, this  re-centralization 
bastardizes  the  stream- 
lined potential  of  distrib- 
uted computing.  "It's  lip- 
stick on  a  pig!"  he  snorts. 
-J.McH.  M 


critical,  time -sensitive  data  processing 
fi"om  old,  dependable  IBM  mainfi^ames 
to  its  own  servers.  It  was  in  a  dilem- 
ma: Server-based  systems  are  far 
cheaper  and  more  versatile  than 
mainframes — but  are  more  likely  to 
break  down.  So  data  addicts  like 
banks  and  airlines  are  making  the 
switch  gradually,  to  shake  the  bugs 
out.  That  creates  another  problem: 
integrating  old  mainfi"ame-based  sys- 
tems with  those  running  on  new 
servers. 

Upon  his  return  to  Sun,  Coleman 
cleverly  signed  on  to  head  Sun  Inte- 
gration, the  company's  mainframe- 
to-server  migration  project. 

During  a  dinner  part)'  at  his  house 
in  1994,  Coleman  approached  Scott 
and  asked  him  to  step  into  his  home 
office  for  a  chat.  The  two  had  been 
fi-iends  since  1984,  when  they  found- 
ed Dest  Systems  in  Milpitas,  Calif  lust 
a  year  later  the  two  watched  Dest  dis- 
integrate when  the  venture  capital 
behind  it  dried  up.  After  that  they 
worked  together  at  Sun  Microsystems 
before  Scott  left  to  head  sales  and  mar- 
keting at  Pyramid  Technology  Corp. 

Coleman  had  already  told  his 
bosses  that  he  planned  to  leave  Sun  at 
the  end  of  year  to  start  his  own  com- 
pany. Now  he  told  Scott  what  he  had 
in  mind:  Come  up  with  a  software 
package  that  would  let  mainframes 
coexist  with  client-server  systems. 
They'd  have  to  move  fast  to  beat 
server  vendors  like  IBM,  Digital 
Equipment  Corp.  and  Hewlett- 
Packard  to  the  punch,  which  meant 
that  they  would  have  to  buy  technol- 
og)'  rather  than  build  it. 

That  was  where  Scott's  dealmaking 
skills  would  come  in.  Known  for 
snatching  a  huge  contract  to  supply 


servers  to  the  Internal  Revenue  Ser- 
vice away  from  IBM  while  he  was  at 
Pyramid  (Forbes,  Au^.  19,  1991), 
the  ruddy,  back-slapping  Scott  would 
engineer  the  purchase  of  promising 
small  companies  that  were  working 
on  the  problem  and  strike  licensing 
deals  with  bigger  companies.  Scott, 
who  was  negotiating  the  sale  of  Pyra- 
mid to  electronics  giant  Siemens  Nix- 
dorf  at  the  time,  signed  on. 

Now  all  they  needed  was  a  smart 
engineer.  Two  weeks  later.  Hong 
Kong-born  Alfred  Chuang,  Cole-, 
man's  chief  scientist  on  the  Sun  Inte- 
gration project,  walked  into  his  office 
and  announced  that  he  intended  to 
leave  Sun  to  take  a  job  as  the  head 
designer  of  information  systems  at 
Charles  Schwab  &  Co. 

Although  Sun  had  forbidden  him 
to  recruit  from  the  company's  ranks 
for  his  startup,  Coleman  figured 
Chuang  was  leaving  Sun  one  way  or 
the  other.  Stay  here  until  the  end  of 
the  year,  Coleman  told  him,  then  join 
my  startup. 

Coleman's  concept  was  music  to 
Chuang's  ears.  His  dream:  to  come 
up  with  a  system  that  would  fuse 
every  computer  attached  to  a  given 
network  into  a  cohesive  entity — a 
system,  where  the  network,  as  the  Sun 
slogan  Toes,  is  the  computer.  Rather 
than  depending  on  a  central  main- 
fi"ame  or  server  for  accessing  data  (see 
box),  software  on  the  system  would 
seek  out  the  desired  information 
wherever  it  sar  "on  the  network, 
process  it  and  Oviiver  it  instanta- 
neously. This  aiTi  itecture  would 
allow  companies  t(^  nigrate  to  small- 
er servers  without  naving  to  throw 
out  their  mainfrar^r 

"I  might  have  t         able  to  build 


[an  answer]  from  the  ground  up," 
Chuang  says.  "But  it  would  have 
taken  three  years.  We  didn't  have  diat 
kind  of  time." 

Another  problem  was  that  no  large 
corporation  was  likely  to  risk  its  busi- 
ness on  unproven  technology.  "I 
can't  invent  maturit)',"  Chuang  told 
Coleman.  They  had  to  build  their 
system  around  something  that  was 
already  in  use.  They  setded  on  a  pro- 
gram known  as  Tuxedo,  developed  in 
1983  by  programmers  at  Bell  Labs  to 
enable  large  numbers  of  users  to 
simultaneously  access  and  manipulate 
a  database  on  a  mainfi"ame.  Much  like 
the  Unix  operating  system  that  runs 
most  network  servers.  Tuxedo  had 
dribbled  out  of  Bell  Labs  into  the 
commercial  world.  There  were  sever- 
al variations  of  it  being  sold  by  a 
handfiil  of  small  companies,  plus  Dig- 
ital and  Novell. 

Armed  with  the  $50  million  war 
chest  fi-om  Warburg,  Pincus  as  well  as 
some  bank  credit,  Scott  went  to 
work,  buying  up  the  smaller  Tuxedo- 
based  companies  and  trying  to  pry 
the  source  code  away  fi-om  the  bigger 
players.  It  took  Scott  six  months  to 
convince  Novell  that  it  was  better  off 
selling  Tuxedo  to  bea  than  trying  to 
integrate  the  complex  software  into 
its  own  product  line.  The  price:  $90 
million.  BEA  also  bought  talent.  "The 
guy  who  wrote  the  first  line  of 
Tuxedo  code  works  for  me,"  crows 
Chuang. 

With  his  hands  on  the  source 
code — the  master  copy,  so  to  speak, 
of  a  computer  program — Chuang  set 
about  weaving  the  various  versions  of 
Tuxedo  into  a  single  program.  He 
also  added  modern  enhancements, 
including  a  module  written  in  Sun's 
Java  language  that  lets  users  manipu- 
late mainframe -based  databases  over 
the  Internet. 

Happy  to  end — gradually — their 
dependence  on  mainfi-ames,  corpora- 
tions like  Fidelit)'  Investments,  Fed- 
eral Express,  AT&T  and  Northwest 
Airlines  have  installed  BEA's  software. 
But  bea's  hardest  work  in  selling  is 
still  ahead  of  it.  Microsoft,  IBM  and 
Oracle  are  all  working  on  competing 
systems.  Coleman  says  confidently, 
"By  the  time  Microsoft  is  ready  ^^'ith 
theirs,  we'll  have  a  defendablc  leader- 
ship position."  Hi 
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www.   netcom   .com 


24  ly  7  by  365. 

At  the  heart  of  every  network  is  the  absolute  need  for  reliability  and  consistency.  When  you're  going  somewhere  on  the  Internet 

you  don't  care  how  you  get  there.  As  long  as  you  do.  That's  why  our  Systems  Engineers  monitor  Internet  usage  every  second  of  every  day 

to  avoid  network  capacity  constraints  and  automatically  re-route  you  through  our  network  for  the  fastest  access  possible.  Basically, 

we  make  sure  your  business  gets  there.  And  back.  Every  time.  Fast.  That's  why  NETCOM  is  one  of  the  most  reliable,  consistent 

Internet  Service  Providers  in  America.  And  that's  how  we  put  the  Net  to  work  for  you. 

Cain  800  NETCOM  1 
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Michael  Gianturco 
is  president  of 
The  Princeton 
Portfolios. 
His  latest  book  is 
How  to  Buy 
Technology  Stocks 
(Little,  Brown,  1996). 


Most  blockbuster  drugs  got  that  way  not 
by  curing  people  but  by  treating  chronic  con- 
ditions, such  as  ulcers  or  depression,  that  can 
require  a  lifetime  of  prescription  refills.  But 
there's  no  reason  to  be  cynical:  A  drug  com- 
pany can  also  make  money  curing  diseases  or 
preventing  them.  Disease  prevention,  in  the 
form  of  a  $1.2  billion  vaccine  business,  has 
become  a  thriving  enterprise  for  SmithKline 
Beecham,  Pic.  of  Brentford,  England  and 
Philadelphia. 

Although  vaccines  make  up  just  2%  of 
pharmaceutical  revenues,  there  is  a  lot  of 
growth  potential  in  the  market.  SmithKline 
boldly  expects  to  add  another  $1  billion  to  its 
vaccine  revenues  over  the  next  four  years. 

The  first  fiandamentally  new  t\'pe  of  vaccine 
SmithKline  made,  using  recombinant  dna 
technology,  was  one  directed  against  hepatitis 
B  and  first  offered  in  1986.  This  contagious 
viral  infection  of  the  liver  can  be  spread  by 
sexual  activity,  contact  with  contaminated 
blood  and  transmission  from  mother  to  fetus. 
Hepatitis  can  kill  weakened  patients  and  pre- 
disposes the  sufferer  to  liver  cancer. 

The  com.pany's  latest  DNA-derived  vaccine 
is  an  updated  version  of  the  classic  childhood 
diphtheria-tetanus-whooping  cough  inocula- 
tion. More  vaccines  are  on  their  way. 
Sometime  next  year  SmithKline  hopes  it  will 
have  a  vaccine  on  the  market  for  Lyme  dis- 
ease. Those  for  herpes,  t}'phoid,  respiratory 
syncytial  virus  (which  can  kill  infants)  and 
bacteria  that  cause  otitis  media  (a  middle-ear 
infection)  should  be  out  within  five  years. 

There's  hope  for  a  malaria  vaccine.  Smith- 
Kline hasn't  said  when  it  will  come  out,  only 
that  the  product  looks  very  promising.  If  so, 
count  it  as  a  great  boon  to  mankind:  Malaria 
kills  2  million  people  a  year. 

A  company  like  this  can  get  a  lot  of  mileage 
out  of  just  one  new  vaccine  on  which  it  has  a 
monopoly.  It  can  package  several  widely  avail- 
able vaccines  along  with  its  unique  product 
into  one  single  shot.  Kids  appreciate  that. 

One  new  combination  vaccine  protects 
against  both  hepatitis  r^'pes,  A  and  B.  (Type  A 
is  a  milder  infection  than  its  cousin.) 

SmithKline  was  the  first  pharmaceutical 


giant  to  invest  heavily  in  buying  DNA 
sequences — genes,  that  is  {see  Forbes,  Oct. 
20,  1996).  Genes  are  the  keys  to  fijture  medi- 
cines, and  owning  patents  on  them  is  like 
owning  drilling  rights  in  the  oil  business. 

To  understand  how  you  use  genes  to  make 
a  vaccine,  consider  the  original  method  of 
Pasteur  and  Koch.  Those  19th-century  pio- 
neers protected  patients  against  a  disease- 
causing  microorganism  by  injecting  a  killed  or 
weakened  form  of  the  bug.  That  stimulus 
primes  the  immune  system.  The  down  side  is, 
you  run  the  risk  of  infecting  the  patient. 

With  recombinant  genetics,  you  avoid  that 
risk  by  priming  the  immune  system  not  with  a 
germ  but  with  a  synthetically  made  piece  of 


There's  hope  for 

a  malaria  vaccine. 

We  need  one:  Malaria  kills 

2  million  people  a  year. 


the  germ.  Scientists  zero  in  on  those  pieces 
the  immune  system  recognizes,  determine  the 
DNA  sequences  that  direct  their  manufacture, 
put  the  sequences  into  cell  lines  and  culture 
the  lines  in  fermentation  vats. 

Modern  vaccine  design  is  easy  to  describe 
but  hard  to  do,  so  investors  should  bet  on 
heavily  capitalized  pharmaceutical  companies 
with  deep  technolog)'.  SmithKline's  main 
rivals  in  the  vaccine  business  include  Merck, 
Pasteur  Merieux  and  American  Home 
Products.  These  four  companies  account  for 
85%  of  the  vaccine  business. 

Because  it's  so  hard  to  enter  the  recombi- 
nant vaccine  market,  and  because  the  technol- 
ogy can  be  patented,  margins  are  higher  than 
those  on  traditional  vaccines.  In  the  Western 
countries  and  Japan,  profits  topically  come  to 
25  cents  on  the  dollar,  pretax.  (Third  World 
sales  generally  earn  nothing.  The  drug  com- 
panies provide  the  vaccines  at  or  below  cost. ) 

Volume  is  good,  too,  although  it  can  take 
time  to  build.  The  hepatitis  vaccine,  for 
instance,  originally  went  to  high-risk  doctors 
and  nurses  and  children — 2  million  to  3  mil- 
lion annually.  Recendy  France  began  giving  it 
to  all  its  adolescents.  For  many  vaccines,  the 
potential  market  is  everybody,  so  the  manu- 
facturer can  bring  in  big  revenues  even  with- 
out repeat  business. 

We  accumulate  the  American  Depositary 
Receipts  for  SmithKline  Beecham  and  consid- 
er it  a  buy  on  any  dips  below  $43,  or  27 
times  trailing  earnings.  (■ 


254 


Forbes  ■  December  15,  1997 


After  making  a  name  for  ourselves 
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or  an  unprecedented  three  years  in  a  row,  PC  Magazine  has  awarded  Brother 
le  Editors'  Choice  Award  as  the  leader  in  the  multi-function  category. 

First  it  was  the  MFC-4500.  Then  the  MFC-4550  walked  away 
ith  top  honors ...  and  it's  still  the  industry's  standard  for 
itate-of-the-art"  laser  multi-function  centers.  Now.  in  the 
ords  of  the  experts,  "Brother  has  done  it  again!" 

This  year,  the  Brother  MFC-VOOOt-c  color  multi- 
mction  center  has  been  ranked  number  one.  To  quote 
C  Magazine's  editors,  "for  our  money  we'd  opt  for 
le  color  capabilities  of  the  MFC-7000hc." 


From  its  high  resolution  color  printer,  color  copier  and  color  scanner  to 
its  unique  ability  to  send  color  faxes,  the  MFC-7000fc  gives  your 
image  all  the  color  edge  it  needs  —  right  at  your  fingertips. 
Speaking  of  image,  its  exclusive  built-in  video- 
capture  function  lets  you  capture  images  from  a  VCR, 
camcorder  or  digital  camera.  Combine  that  w  ith  a  full 
feature  plain  paper  fax  and  a  digital  message  center, 
and  you'll  see  why  the  MFC-7000fc  will  work  for 
you.  Once  you  see  our  amazing  lifelike  colors.  e\  en,  - 
thing  else  will  pale  in  comp;u"ison!  FOF  flbout  $799. 
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Price  war! 


BY  ANDREW  J.  KESSLER 


Andy  Kessler 
(akessler@veicap.com) 
is  a  generai  partner  of 
Veiocity  Capitai 
Management,  a  tecli- 
nology  and  communi- 
cations investment 
company  in  Palo  Alto, 
Calif. 


On  Nov.  10,  when  Worldcom  snatched  MCi 
from  the  grasp  of  British  Telecom  and  GTE,  it 
set  in  motion  a  fundamental  change  in  the 
nature  of  the  telecommunications  market. 
The  cost  of  providing  wholesale  bandwidth 
has  already  come  down  fast;  soon  the  retail 
price  will  drop  as  well. 

Worldcom  hasn't  said  that  it  will  cut  prices, 
merely  that  it  will  pay  off  its  acquisition  costs 
by  consolidating  its  merged  operations.  I 
think  Worldcom  is  being  too  coy.  The  logic  of 
WorldCom's  business  requires  it  to  unleash  a 
flood  of  bandwidth  at  cut-rate  prices.  Instead 
of  charging  10  cents  a  minute  for  long  dis- 
tance traffic,  as  Candice  Bergen  advertises  for 
Sprint  on  TV,  Worldcom  will  sell  it  wholesale, 
for  a  penny  per  minute. 

Worldcom  is  the  sum  of  three  alphabetic 
parts.  MFS,  or  Metropolitan  Fiber  Systems, 
provides  a  bypass  to  business  users  who  don't 
want  to  pay  local  phone  company  rates.  LDDS 
is  a  long  distance  supplier  in  the  MCi  mold. 
Uunet  provides  heavy-duty  data  connections 
for  the  Internet. 

As  of  the  end  of  1996  the  mfs  part  owned 
230,000  miles  of  fiber  in  local  markets,  run- 
ning to  some  12,000  office  buildings  in  just 
about  every  big  city  in  the  U.S.  (Please  note 
that  when  a  telecom  firm  runs  fiber-optic 
lines,  it  usually  lays  a  cable  with  50  fiber 
strands.  A  sheath  running  2  miles  would 
therefore  count  as  100  fiber  miles.) 

At  the  same  time,  Worldcom  owned 
278,000  fiber  miles  for  long  distance  service. 
By  comparison,  MCi  owned  140,000  local 
fiber  miles  and  655,000  long  distance  fiber 
miles.  It  was  the  massive  cost  of  adding  more 
local  fiber  to  MCl  that  gave  British  Telecom 
indigestion  and  started  the  takeover  war. 

The  Uunet  division  uses  a  bunch  of  World- 
corn's  fiber  to  create  an  Internet  backbone. 
Because  the  Internet  is  growing  ever  more 
capable  of  carrying  voice  and  data,  expect  this 
backbone  to  eat  into  traditional  telephone  ser- 
vice, including  that  of  Worldcom  itself.  Busi- 
ness voice  and  data  traffic  will  be  up  for  grabs 
over  the  next  three  years;  prices  should  fall 
drastically. 

So  far,  however,  they  have  been  rising.  The 
regional  Bells  are  hardly  competing  on  price 
for  kcal  traffic,  at&t  and  mci  have  even 
hiked  paces  for  heavy-duty  corporate  links  to 


die  Internet.  AT&T,  for  instance,  increased  the 
price  of  a  T-3  line  (which  carries  45  megabits 
a  second)  to  $45,000  per  month.  Companies 
paid,  because  they  had  no  choice. 

Why  can't  Worldcom  just  waltz  merrily 
along,  protected  by  the  industry's  pricing 
umbrella.^  Because  its  own  investment  in 
carrying  capacity  compels  it  to  take  market       ' 
share,  and  it  can  do  that  only  by  cutting 
prices.  A  strand  of  optical  fiber  was  originally 
designed  to  handle  2.5  billion  bits  per  second. 
With  recent  capacity-multiplying  technologies 
(Forbes,  Oct.  d),  that  same  strand  can  now 
carry  40  billion  bits  per  second,  and  soon  it 
will  manage  80  billion  or  even  160  billion.  We 
will  be  wallowing  in  bandwidth,  much  of  it 
from  fiber  that  Worldcom  itself  has  strung. 

Already,  Worldcom's  Uunet  is  offering 
OC-3  lines,  which  provide  155  megabits  per 

Business  voice  and  data  traffic  will 
be  up  for  grabs  over  the  next  three 
years;  prices  should  fall  drastically. 

second  of  data  traffic,  for  $150,000  per 
month.  That's  nearly  identical  to  what  AT&T 
charges  per  bit  for  its  T-3  lines.  But  my  guess 
is  that  within  18  months  we  will  see  $50,000 
per  month  for  OC-3,  and  within  three  to  five 
years,  under  $10,000  per  month. 

When  that  happens,  the  price  of  data  trans- 
mission will  at  last  approach  the  marginal  cost 
of  providing  it.  Every  guy  with  a  Ditch-Witch 
and  a  right  of  way  is  laying  fiber.  The  only  way 
Worldcom  can  dry  that  supply  up  is  by  driving 
prices  lower. 

That's  bad  news  for  such  companies  as 
AT&T,  which  need  huge  markups  to  cover 
bloated  costs  and  high  depreciation  from 
when  their  early,  expensive  fiber  networks 
were  installed.  Worldcom — hungry  though  it 
may  be — must  also  worry  about  the  effects 
such  a  price  war  will  have  on  its  own  bottom 
line.  My  guess  is  that  by  selling  wholesale  it 
will  drum  up  so  much  new  demand  that  it  will 
make  up  in  volume  what  it  loses  in  price. 

On  paper,  by  buying  MCl's  capacity-,  the  new 
Worldcom  more  than  doubles  in  size;  with 
technological  sav\y,  its  powers  will  expand 
another  16-fold.  The  jury  is  still  out  on 
whether  this  is  good  for  Worldcom  sharehold- 
ers. But  investors  in  traditional  telephone 
companies,  beware!  ^ 
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Advanced     Data     Solutions     For     Corporate     Challenges 


Are  you  making  the 
right  moves  to  achieve 
your  global  objectives? 


Count  on  Sprint's  global  alliances  to  give  your  company 
unlimited  reach.  We'll  bring  you  the  technical  expertise 
you  need  to  expand  confidently  into  new  markets,  leveraged 
by  our  worldwide  alliance  with  Global  One.""  As  the 
world's  largest  provider  of  global  data  services,  we 
can  easily  connect  all  your  voice,  video  and  data.  Plus, 
we  offer  a  full  range  of  services  to  give  you  a  competitive 
edge,  including  high-speed  Internet  links  across  the 
ocean.  And  you  can  access  all  this  through  a  single 
point  of  contact,  to  connect  you  with  success  on 
a  global  scale,  www.sprint.com/sprintbjz  1-800  669 -4700 


"Global  One's  broad  services  portfolio  puis  the  comp;uiy 
in  A  |K)sition  to  become  Mx'  global  conipiuiy" 
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Sprint 


We  help  your  business  do  more  business' 
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TAXING  MAHERS 


How  to  milk  the 
new  tax  law 


Home  sellers,  retirees,  parents: 
You  may  not  know  it,  but  the  Internal 
Revenue  Service  could  ov^/e  you  money. 


By  Carolyn  T.  Geer 


This  year's  obnoxious  tax  law  did 
have  a  few  redeeming  features:  It 
made  it  easier  for  some  people  to 
escape  taxes  on  die  gain  from  the  sale 
of  a  house  and  it  repealed  the  surtax 
on  big  IRAS.  If  you  paid  either  of 
these  taxes  recendy,  Uncle  Sam  may 
owe  you  a  refrind. 

Trust  beneficiaries  could  also  get  a 
break  if  they  time  their  distributions 
wisely.  vSo  could  parents,  if  they  avail 
themselves  of  certain  tax  credits  for 
their  children  and  their  children's 
education. 
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Home  sellers 

The  new  law  exempts  from  federal 
income  tax  the  first  $500,000  of  gain 
from,  the  sale  of  a  principal  residence 
for  you  and  your  spouse.  The  old  law 
exempted  only  $125,000  and  only 
for  certain  sellers  55  or  older. 

What  if  you  sold  a  house  before 
tiie  May  7,  1997  effective  date  of  the 
new  law.'  You  may  have  paid,  or  been 
planning  to  pay,  a  capital  gain  tax. 
You  may  be  able  to  get  out  of  it. 

If  you  sold  a  house  at  a  profit  be- 


fore May  7  and  were  planning  to  roll 
over  the  proceeds  into  a  new  house, 
you  don't  have  a  problem.  You're  still 
eligible  for  the  rollover.  Buy  the  new 
house  within  two  years,  stay  in  it  for 
at  least  two  years  before  selling  it. 
The  new  house  qualifies  for  a 
$500,000  exemption. 

But  what  if  you  were  planning  to 
rent?  Say  you  bought  a  house  many 
years  ago  for  $100,000,  sold  it  in 
December  1996  for  $500,000,  and 
paid  taxes  on  the  $400,000  capital 
gain  in  April.  Assuming  that  you 
qualified  for  the  old  $125,000  exclu- 
sion, your  tax  bill  was  $77,000 
($275,000  X  28%). 

Change  plans  now.  Instead  of  rent- 
ing a  place,  buy  a  new  one  for 
$500,000  during  the  two- 
year  replacement  period.  File 
an  amended  1996  tax  return 
and  get  your  $77,000  back. 
Live  in  the  new  house.  Sell  it 
a  few  years  later  and  you  can 
apply  the  new  exclusion. 

IRA  owners 

The  1997  law  also  repealed  the 
15%  surtax  on  large  pension  dis- 
tributions. The  repeal  was  not 
retroactive.  Maybe  you  can 
make  it  retroactive. 
Say  you  took  a  $200,000 
IRA  distribution  in  1996,  when 
the     penalt\'-free     limit     was 
$155,000.  You  would  have  owed 
die  15%  tax  on  $45,000. 

A  lot  of  people  in  this  situation 
lessened  the  damage  by  using  a 
n  "grandfather"  exemption  based 
on  the  IRA's  balance  in  1986.  We 
won't  go  into  details,  but  the 
essence  of  die  situation  is  that  it  usu- 
ally made  sense  to  stretch  the  exemp- 
tion out  in  order  to  get  the  maxi- 
mum mileage  out  of  it.  In  our 
hypothetical  example,  you  would 
have  reduced  your  exemption  by 
$20,000  and  kept  most  of  it  for  use 
in  later  years. 

Well,  with  the  surtax  gone,  there 
are  no  later  \'ears  to  worr\'  about.  You 
would  have  been  better  off  burning 
up  the  exemption  as  fast  as  possible. 
Marvin  Rotenberg,  national  director 
of  retirement  services  at  Bank  of 
Boston,  is  advising  clients  in  this  sit- 
uation to  amend  their  tax  returns  for 
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the  last  three  years  and  get  a  refund 
for  all  surtax  paid. 

Anyone  who  has,  since  Jan.  1, 
1994,  inherited  a  large  IRA  from  a 
spouse  could  also  be  owed  a  refund. 
Check  with  your  accountant. 

Trust  babies 

The  law  repealed  some  strict  "throw- 
back" rules  that  penalized  beneficia- 
ries of  U.S.  trusts.  The  repeal  is  effec- 
tive Jan.  1,  1998.  Trust  beneficiaries 
can  avoid  some  unnecessary  compli- 
cations and  expense  by  asking  their 
trustees  to  postpone  year-end  distri- 
butions to  January,  advises  Richard 
James,  tax  section  manager  at  Bank 
of  Boston. 


Parents 

Starting  next  year,  parents  may  be  eli- 
gible for  credits  for  children  and  their 
education  expenses.  Trouble  is,  if  you 
avail  yourself  of  these  credits  you 
could  get  hit  with  the  alternative 
minimum  tax.  And  if  you  are  des- 
tined to  land  in  that  trap,  deductions 
taken  next  year  will  be  worth  less 
than  if  taken  in  1997. 

If  you  are  likely  to  be  affected, 
there  is  a  defensive  measure,  says  CPA 
Edward  Slott,  of  E.  Slott  &  Co.  in 
Rockville  Centre,  N.Y.  You  defer 
income  into  next  year  and  accelerate 
deductions  into  1997. 

In  effect,  your  deductions  will  be 
used  in  a  year  when  your  tax  bracket 
is  higher.  The  income,  meanwhile, 
will  effectively  be  removed  from  a 
high-bracket  year  and  installed  in  a 
low- bracket  year. 

Don't  forget  the  last  tax  law 

Most  of  the  provisions  in  the  1997 
tax  law  do  not  take  effect  until  1998. 
But  there  are  tax  changes  you  should 
keep  an  eye  on  that  are  already  in 
effect,  having  been  enacted  in  1996. 
These  include  medical  savings 
accoimts,  the  adoption  tax  credit, 
expanded  iRAs  for  nonworking  spous- 
es and  deductible  long-term  care 
insurance. 

Says  Slott,  "If  you  estimated  your 
1997  taxes  based  on  the  year  1996, 
you  could  get  a  refund  you  didn't 
count  on."  ^M 


The  20% 
universe 

Can  simple  formulas  pick  good  stocks? 
Little  Fremont  U.S.  Micro-Cap  Fund  has 
done  quite  well  with  a  variation  on  one. 


By  James  M.  Clash 

An  old  rule  of  thumb  on  Wall 
Street  says  that  you  should  buy  a 
stock  only  if  its  price/earnings  ratio 
is  no  higher  than  its  percentage  earn- 
ings growth.  So  if  a  company  is 
growing  at  20%  a  year,  it's  okay  to 
pay  20  times  earnings  to  get  the 
shares. 

Can  such  a  simple  formula  work  as 
a  stock-picking  mechanism.^  By  itself, 
no.  But  it  can  help  you  find  die  kinds 
of  stocks  you  are  looking  for. 

Robert  and  David  Kern,  the  father- 
and-son  team  who  comanage  the 
Fremont  U.S.  Micro-Cap  Fund,  use 
a  variation  on  the  formula  as  a  start- 
ing point.  There's  simply  no  other 
way  to  plow  through  their  target  uni- 
verse of  companies  with  market  cap- 
italizations bct\veen  $10  million  and 
$400  million.  That  universe  numbers 
some  4,700  companies,  far  too  many 
for  any  human  being  to  study  in 
detail. 

The  simple  Kern  formula  for  find- 
ing growth  companies:  Limit  your 
attention  to  the  ones  with  at  least  a 
20%  growtli  in  sales  or  earnings,  and 

Microgrowth 


with  a  p/e  (using  next  year's  expect- 
ed earnings)  that  is  less  than  the 
growth  rate.  Right  there,  they 
narrow  the  universe  to  a  manageable 
1,200  companies. 

Now  look  more  closely.  The  Kerns 
want  to  see  something  in  a  compa- 
ny's products,  customer  base  or 
modus  operandi  that  would  be  hard 
for  competitors  to  copy.  They  also 
want  to  see  research  and  develop- 
ment or  capital  spending  that  are 
higher  (as  a  percentage  of  sales)  or 
more  efficiently  used  than  the  aver- 
age for  the  compam's  peers. 

It  seems  to  work.  Since  the  Kerns' 
retail  fund  was  founded  just  over 
three  years  ago,  it  has  returned  a 
compound  annual  33%,  six  percent- 
age points  ahead  of  a  hot  s&r  500. 

The  younger  Kern,  who  is  33, 
concentrates  on  health  care  ("I  got 
interested  because  I  have  asthma") 
and  sofhvarc.  He  picks  about  30%  of 
the  $165  million  hind.  Lead  manag- 
er. Bob,  at  61  a  veteran  of  three 
decades  of  small-stock  picking  at 
Chase  Investors  Management  and 


Company/business 


Cinar  Films/live-animation  children's  TV 
Interlink  Electronics/laptops,  projector  sensors 
International  Total  Services/aviation  services,  security 
PMR  Corp/psychiatric  services  for  severely  mentally  ill 
Thermedics  Detection/trace  explosives  detection 


Sales 
($mil) 

P/E* 

Projected 
earnings  growth 

$41 

68 

100% 

14 

34 

96 

115 

47 

180 

57 

37 

63 

44 

253 

1.600 

*Recent  price  to  reported  earnings. 


Sources:  Forbes;  Kern  Capital  Management. 


These  companies,  all  in  the  U.S.  Micro^ap  Fund's  portfolio, 
have  to  keep  up  their  growth  rates  for  two  years  or  so  to 
justify  their  stock  prices. 
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Son-and-father 
portfolio  managers 
David  and 
Robert  Kern 
"We're  looking  for 
companies  that 
are  truly  doing 
something  new, 
not  the  me-too's," 
says  David  Kern. 


Morgan  Grenfell  Capital  Manage- 
ment, selects  the  rest  of  the  75 -stock 
portfolio  with  the  help  of  a  third  ana- 
lyst, Judy  Finger. 

Peerless  Systems  in  El  Segundo, 
Calif,  is  one  of  David's  picks.  The 
principal  business  of  this  tiny  (sales, 
$16  million)  firm  is  making  software 
that  is  built  into  desktop  printers. 
The  software  upgrades  image  quality 
of  both  graphics  and  text  to  that  of 
higher-cost  printers. 

Peerless'  impressive  customer  list 
includes  IBM,  Canon  and  Xerox.  At 
$14,  Peerless  has  a  forward  p/e  of 
25,  but  earnings  should  grow  50%  in 
1998.  The  company,  after  spending 
$2.7  milHon  (17%  of  sales)  on  r&d 
last  year,  now  has  software  for  color 
printers  and  has  signed  a  deal  with 
Minolta. 

UOL  Publishing  in  Mc.xan,  Va.  pro- 
vides its  subscribers  vvith  course 
instruction  and  textbooks  on-line  so 


they  don't  have  to  attend  classes  or 
buy  books.  David  expects  the  firm  to 
net  $4.5  million,  or  80  cents  a  share, 
on  revenues  of  $35  million  next  year. 
There  are  no  earnings  yet,  but  if  the 
revenue  figure  pans  out  you're  looking 
at  a  200%  grower  on  that  score.  At  a 
recent  $15.75,  it  has  a  forward  p/e  of 
20.  Under  the  formula,  that's  cheap. 

Bob  Kern  found  pri  Automation, 
which  makes  automated  equipment 
for  semiconductor  plants,  two  years 
ago.  The  company  fit  his  growth  for- 
mula, plus  Intel  was  a  customer.  Bob 
bought  the  stock  at  $10.  Now  up  to 
$36.75,  PRi's  forward  p/e  of  25  is 
less  than  the  percentage  points  of 
expected  growth. 

Rules  are  made  to  be  broken,  and 
the  Kerns  break  them  every  now  and 
then.  NuCOj  is  a  story  stock.  Forget 
the  earnings,  because  there  won't  be 
any  to  speak  of  for  a  few  years.  But 
hsten  to  the  story. 


Restaurants  get  the  fizz  for  their 
sodas  from  high-pressure  carbon 
dioxide  cylinders.  A  deliveryman 
leaves  off  ftill  cylinders  and  picks  up 
the  empties,  much  like  the  milkmen 
of  yore.  Stuart,  Fla. -based  NuCO^ 
has  the  novel  idea  that  CO^  should  be 
delivered  like  propane — let  the  heavy 
tanks  stay  put  and  squirt  the  liquefied 
gas  into  them. 

McDonald's,  Burger  King  and 
Pizza  Hut  are  already  national  clients. 
The  tanks  save  the  backs  of  the  truck 
drivers,  but  they  drain  earnings  from 
NuCO^  with  their  high  depreciation 
charges  in  early  years.  Bob  began 
buying  this  one  at  $9;  it  currently 
goes  for  $13.44. 

Fremont  U.S.  Micro- Cap  has  a  rel- 
atively high  expense  ratio  of  1.9% 
(domestic  equity  average:  1.5%).  The 
no-load  is  available  through  Fremont 
and  the  fijnd  supermarkets  for  a  min- 
imum of  $2,000.  ^ 
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Why  munis 
are  hot 


Advice  from  the  dean  of  the  tax-exempt  fund  business: 
Buy  now,  go  long,  and  stay  away  from  junk. 

By  Dolly  Setton 

In  case  you  haven't  noticed, 
states  and  cities  have  recently 
unleashed  a  flood  of  tax-exempt 
bonds  on  the  market  as  they  try 
to  take  advantage  of  the  decline 
in  interest  rates.  This  has  over- 
loaded the  market  and  driven 
yields  on  AA-quality  tax-exempt 
bonds  due  in  30  years  to  a  rich 
88%  of  the  vield  on  a  taxable 
Treasury  bond  of  the  same  matu- 
rity. The  norm  is  more  like  82%. 

A  nice  buying  opportunity, 
declares  Joseph  Deane,  manager 
of  the  $3.7  billion  Smith  Barney 
Managed  Municipals  Fund.  He 
expects  the  spread  to  widen  again 
and  produce  gains  for  holders  of 
quality  long-term  munis. 

Quite  apart  from  the  spread, 
says  Deane,  this  is  a  good  time  to 
buy  bonds.  He  predicts  Treasury 
interest  rates  will  fall  over  the 
next  six  months.  He  cites  the 
usual  reasons:  low  inflation,  earn- 
ings disappointments  that  will  make      annual  return  at  Managed  Munis, 
bonds  more  attractive  than  stocks,  and     making  it  the  number  two  performing 
chaos  in  Asian  markets  fanning  defla-      fund  in  its  category,  trailing  only  Excel- 
tionary  fears.  sior  Long-Term  Tax-Exempt.  The 

The  yield  on  an  AA-rated,  20-year     comparable  Vanguard  fund  (ninth 
general  obligation  bond  from  Califor-      best)  has  low^er  expenses  but  still  man- 
nia  is  now  5.25%.  Deane  expects  that     aged  only  a  9.4%  return, 
number  to  fall  to  5%  or  lower  by         There's  only  so  much  good  that  a 
springtime.  This  would  produce  a  cap-      portfoUo  manager  can  do  by  astute 


Smith  Barney's  Joseph  Deane 

You  don't  want  to  predict  rates?  Drive  a  cab. 


ital  gain  of  3%.  As  for  the  yield,  a  high- 
bracket  taxpayer  is  going  to  do  better 
with  the  muni  than  the  Treasury. 

Deane,  50,  is  a  cha.'  ming  egomani- 
ac who  can't  talk  to  you  for  five  min- 
utes without  bragging  ibout  his  Invest- 


picking  of  individual  tax-exempt 
bonds.  Most  of  Deane's  superior 
return  comes  from  making  bets  on 
interest  rates  and  being  right  more 
than  wrong.  "I've  heard  loads  of 
people  get  up  on  a  podium  and  say,  T 


ment  record  or  his  goif  handicap.  We  don't  predict  interest  rates,'"  Deane 

can't  verify  his  golf  scores,  but  there's  breezes.  "Well,  good — ^you  should  be 

no  question  he  has  something  to  brag  driving  a  cab." 

about  on  Wall  Street.  Over  ti'.e  past  The    Vanguard   Municipal    Bond 

decade  he  has  delivered  a  9.8%  average  Fund  keeps  its  portfolio   maturity 


between  13  years  and  16  years.  Deane 
ranges  wider,  according  to  his  interest- 
rate  hunches.  He  has  had  the  number 
as  low  as  12  years,  at  the  end  of  1995, 
and  as  high  as  25  years,  at  the  end  of 
1992  and  in  early  1993. 

Deane  raised  cash  and  took  short 
positions  to  defend  against  rising  inter- 
est rates  during  1994.  Then,  at  the  end 
of  that  year  he  changed  his  mind. 
"Everything  felt  horrible,"  he  says. 
"You  opened  the  news,  and  it  said  12 
people  died  in  the  bond  market.  I 
knew  when  this  thing  stopped,  it 
would  be  a  boom."  Deane 
extended  his  fund's  maturit)'  in 
time  to  profit  from  the  1995  rally. 
Where  does  the  fund  stand 
now.>  On  the  far-bullish  side,  with 
a  weighted  average  maturity  of 
23  years. 

There's  more  to  interest-rate 
sensitivity  in  a  muni  portfolio 
than  when  your  bonds  mature. 
There's  also  the  matter  of  how 
likely  it  is  that  your  bonds  will  be 
called  in  prior  to  maturity.  If  you 
think  rates  are  going  down,  you 
avoid  higher-coupon  issues  at  risk 
of  being  called.  Instead,  you  buy 
discounted  bonds  with  low 
coupons — or  even  no  coupons  at 
all.  Zero-coupon  and  sub-5% 
coupon  issues  represent  14%  of 
Managed  Munis.  Says  Deane: 
"That's  enough  to  give  upside 
kick  but  not  [make]  a  titanic  bet 
on  the  market." 

What  to  avoid.>  Bonds  rated 
BAA  and  lower,  Deane  says.  You 
get  a  meager  3 5 -basis-point  increment 
of  yield  owning  a  BAA  credit  rather 
than  an  AA.  That  spread  is  low  by  his- 
torical standards  and  not  enough  to 
compensate  for  default  risk. 

The  drawback  to  Smith  Barney 
Managed  Municipals  is  its  cost  of  own- 
ership, high  enough  to  keep  the  fiind 
off  the  Forbes  Best  Buy  list  in  spite  of 
its  brilliant  performance.  There's  a  sales 
commission  of  up  to  4%,  and  the  flind 
bears  an  annual  expense  ratio  of  0.7%, 
half  a  point  higher  than  the  Vanguard 
fund's.  So  far,  Deane  has  more  than 
earned  back  that  half-point  of  extra 
expenses  and  even  justified  the  upfront 
cost — but  that  upfront  cost  rules  the 
ftind  out  for  all  but  those  who  are  sure 
they  are  going  to  stick  with  rhe  fiind 
for  a  decade  or  so.  ■■ 
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Mortgages  happen. 

At  The  Hartford  we  believe  insurance  and  investments  should  help  yon  look  fonvard  to  life,  not  just  protect  vou 

Kids  happen. 

from  it.  Our  products  are  designed  to  help  you  do  just  that.  We  offer  everything  from  homeowners  insiuance  and 

Bigger  mortgages  happen, 

annuities  to  retirement  plans  and  mutual  funds,  to  help  you  plan  for  the  future.  For  more  informadon,  visit  us  at 

Life  happsns. 


ww^.thehartford.com  on  die  world  wide  web. 
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STATISTICAL  SPOTLIGHT 


Long  bets 


Did  the  fiascoes  at  Lloyd's  send  chills  down  your  spine? 
There's  a  safer  way  to  play  undenA/riter:  Buy  stock 
in  a  reinsurance  company. 

By  Eric  S.  Hardy 


Once  upon  a  time,  prosper- 
ous investors  would  sign  up  as 
risk-takers  through  the 
Lloyd's  of  London  syndicate, 
pledging  their  assets  to  cover 
catastrophic  claims.  The  finan- 
cial disasters  at  Lloyd's  have 
made  that  kind  of  speculation 
far  less  appealing.  Here's 
another  way  to  play  the  game: 
Own  shares  in  a  reinsurer. 

A  reinsurer  backstops  prop- 
ert}^/casualty,  liability  and 
other  insurers  by  absorbing 
some  of  the  risk  of  a  huge  loss 
on  theii"  policies.  So  if  the  next 
Hurricane  Andrew  sends  $1 
billion  in  claims  to  XYZ  Prop- 
erty/Casualty Co.,  a  reinsurer 
may  be  on  the  hook  for  $600 
million.  In  this  case,  XYZ's 
$400  million  net  exposure  is 
similar  to  the  $400  deductible 
on  your  homeowner  policy. 
The  reinsurer,  of  course,  col- 
lects a  handsome  premium  for 
standing  up  to  the  plate.  If 
he's  lucky,  the  hurricane  will 
expire  at  sea,  and  he  pockets 
the  entire  premium. 

Primary  insurers  used  to 
off-load  most  of  their  cata- 

Protective  layers 


strophic  risks.  Now,  to  save  the  fat 
reinsurance  fees,  they  unload  only 
some.  "Even  a  $2  billion  or  $3  billion 
disaster  might  be  covered  entirely  by 
primary  carriers,"  says  Michael  Smith, 
an  analyst  at  Salomon  Brothers,  the 
firm  merging  with  Travelers  Group. 
"Reinsurance  used  to  protect  tlie  prof- 
its of  property/casualt)'  underwriters. 
Today  it  protects  only  their  capital." 

Four  carriers — General  Re,  Swiss 
Re,  Munich  Re  and  Employers  Rein- 
surance (a  unit  of  General  Electric) — 
write  about  41%  of  the  global  reinsur- 
ance business.  A.M.  Best,  an  agency 
that  rates  the  financial  strength  of 
insurance  companies,  reports  that 
about  50  firms  offer  reinsurance  as 
their  primary  business  and  that  fiirther 
industry  consolidation — there  were 
more  than  100  reinsurers  back  in 
1980— is  likely 

If  you  know  what  you  are  doing, 
this  is  a  very  nice  business — Warren 
Buffett  has  made  out  very  well  with 
the  reinsurance  division  of  Berkshire 
Hathaway  Insurance  Group.  The 
table  lists  six  firms  whose  primary 
business  is  underwriting  reinsurance. 
All  sell  for  6  to  14  times  latest  12- 
month  earnings  and  7  to  14  times 
estimated  earnings  for  fiscal  1998.  In 
addition,  all  show  an  average  three- 
year  combined  ratio  below  100.  This 
means  they  have  been  paying  out,  in 
claims  and  related  costs,  less  than 
100%  of  the  premiums  they  take  in. 
Under  such  circumstances,  income 
fi-om  investing  reserves  is  pure  gravy. 

To  be  sure,  when  we  get  another 
Hurricane  Andrew  many  of  these 
combined  ratios  are  going  to  shoot 
above  100.  Which  is  what  makes  this 
such  a  tricky  business.  Hi 


Ticker    Company 


-Price- 


recent 


—12-month— 
high         low 


Combined    Price/earnings 

ratio'       latest  1997E        1998E 

12mos 


Yield 


Sales 
($mil) 


Market 
value 
($mil) 


LSH 
NRC 
PXT 
RNR 
TRH 
TREN 


LaSalle  Re  Holdings 

NACRe 

PXRE 

RenaissancsRe  Holdings 

Transatlantic  Holdings 

Trenwick  Group 


5.32.88 

$36.13 

$24.50 

60.0 

6.4 

6.42 

7.1 

44.63 

52.88 

32.63 

97.8 

9.7 

13.2 

:     11.7 

:.ii3 

33.63 

23.25 

56.1 

8.4 

8.9 

8.4 

4^.00 

50.00 

31.25 

55.0 

6.7 

7.0 

7.0 

70.:3 

35.!.  3 

76.56 

48.00 

76.9 

13.9 

15.0 

13.5 

39.63 

30.67 

98.2 

11.0 

12.0 

11.2 

3.0% 

0.7 

3.3 

2.3 

0.6 

2.8 


$198 
713 
112 
275 

1,323 
249 


$496 
820 
414 
943 

2,423 
419 


'  Average  of  last  three  fiscal  years.  ''  Actual. 


Sources:  Market  Guide  and  IBES  Inc.  via  OneSource  Information  Services;  AM  Best 


Reinsurers  often  need  invesiment  income  tu  turn  a  profit. 

But  these  have  been  in  the  black  just  on  tte  strength  of  their  underwriting. 
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BY  JOHN  H.  CHRISTY 


With  many  analysts  seeing  a  slow- 
down in  earnings  growth  next  year, 
tliis  might  be  a  good  time  to  look  for 
value  in  companies  whose  stocks  have 
already  tumbled  but  whose  earnings 
are  fairly  predictable.  So  says  Michael 
Kassen,  comanager  of  the  Neuberger 
&  Herman  Partners  Fund — rated  C 
by  Forbes  in  up  markets  and  B  in 
down  markets. 

One  example:  Columbia/HCA 
Healthcare  (NYSE:  COL).  Kassen 
thinks  Thomas  Frist,  interim  chief 
executive  officer,  will  straighten  out 
Columbia's  problems.  "Frist  owns  15 
million  shares,"  says  Kassen.  "He's 
got  a  big  incentive  to  turn  things 
around."  At  a  recent  $30,  Columbia 
is  down  33%  from  its  12-month  high 
of  $45.  Kassen  thinks  Columbia's 
assets — including  hospitals — are 
worth  more  than  $40  a  share. 


CD 


Special  focus 


Unlike  IBES'  mean  estimates — reflecting 
all  forecasts  for  a  company — flash  esti- 
mates are  based  on  new  or  revised  data 
received  during  the  last  four  weeks.  On 
average,  flash  forecasts  on  these  eight 
stocks  are  34%  higher  than  mean  esti- 
mates. But  at  around  15  times  their  flash 
estimates,  they're  relatively  cheap. 

A  change  for  the  better 


Company 

Recent 
price 

1997 

est  flash 

P/E 

Gtech  Holdings 

$31.75 

14 

Handleman 

6.75 

19 

Hartmanc 

8.00 

11 

Mesa  Air  Group 

5.88 

15*       i 

Piper  Jaffray  Cos 

26.38 

15*       ' 

Raymond  James  Financial  36.00 

14* 

Value  City  Dept  Stores 

7.69 

13* 

Vitalink  Pharmacy  Svcs 

22.13 

18 

Source:  IBES  Ejtpress. 
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Barra  All-US  index 

0.9% 

^H 

27.1% 

-3.4% 

S&P/Barra  Growth  index 

2.8 

1               32.7 

-1.6 

S&P/Barra  Value  index^ 

1.6 
1.9 

^■1 

25.4 
21.9 

-3,4 
-5.2 

Dow  Jones  Industrials 

■■1 

S&P  500 

2.2 

™ 

29.1 
27.6 
29.3 
29.6 

-2.5 

-2.7 

-6.8 

-10.9 

NYSE 

1.4 

Nasdaq 

0.2 

i 

1 

PSE  Tech  100 

-1.0 

■ 

eafe' 

-1.4 
-1.7 

III 

1 

-1.8 

-11.7 
-9.5 

CRB  futures  index" 

^H 

1 

-3.6 

Gold  (Comex  spot) 

-2.9 
2.2 

^^^H 
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-19.4 

13.2 

-19.5 

-26.9 

-1.0 

-27.9 

Yen'(per$US) 

Oil  (W  Texas  Intermediate) 

-5.9    |H| 

■■^■i 

1 

Best 

Recent 
price 

2-week 
change 

1997 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1997      1 
EPS'      i 

IDT 

$24.28 
34.25 

43% 
32 

$0.48* 
0,76 

-0.47' 
1.05' 

CKS  Group 

$13.25 

-65% 

$0.59 

Abercrombie  &  Fitch 

BMC  Industries 

17.81 

-45 

1.24     ! 

Amati  Communications 

19.69 

29 
28 

APS  Holding 

3.88 

-44 

-0.66 
1.70 

Digi  International 

19.13 

Frontier  Insurance  Group 

23.50 

-36 

Shared  Tech  Fairchild 

14.19 

26 

NA 

Physicians  Resource  Group 

6.19 

-35 

0.50 

Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change 

since 

12/31/96 

Telecommunications 

9.2% 

35.6% 

Oilfield  services 

-12.7% 

70.5% 

Liquor 

7.0 
6.9 

4.1 

Motor  vehicles 

-9.4 

10.8 
-30.0              ' 
-23.7              t 

32.2 

Beverages 

25.4 

Photographic,  optical 

-«.8 

Real  estate 
Electric  utilities 

6.8 
5.7 

35.0 
23,7 

Precious  metals 
Consumer  durables 

-5.4 
-2.8 

Note:  Data  for  period  ending  11/20/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  -.taded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  NA:  Not  available.  *1998  estimate.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have 
predicted  above-average  earnings  growth.  -Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index 
of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted),  'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital 
International.  ''Index  of  21  commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express,  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value 
and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source;  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


With  many  analysts  seeing  a  slow- 
down in  earnings  growth  next  year, 
this  might  be  a  good  time  to  look  for 
value  in  companies  whose  stocks  have 
already  tumbled  but  whose  earnings 
are  fairly  predictable.  So  says  Michael 
Kassen,  comanager  of  the  Neuberger 
&  Berman  Partners  Fund — rated  C 
by  Forbes  in  up  markets  and  B  in 
down  markets. 

One  example:  Columbia/HCA 
Healthcare  (nyse:  COL).  Kassen 
thinks  Thomas  Frist,  interim  chief 
executive  officer,  will  straighten  out 
Columbia's  problems.  "Frist  owns  15 
million  shares,"  says  Kassen.  "He's 
got  a  big  incentive  to  turn  things 
around."  At  a  recent  $30,  Columbia 
is  down  33%  from  its  12 -month  high 
of  $45.  Kassen  thinks  Columbia's 
assets — including  hospitals — are 
worth  more  than  $40  a  share. 


Special  focus 


Unlike  IBES'  mean  estimates — reflecting 
all  forecasts  for  a  company — flash  esti- 
mates are  based  on  new  or  revised  data 
received  during  the  la.st  four  weeks.  On 
average,  flash  forecasts  on  these  eight 
stocks  are  34%  higher  than  mean  esti- 
mates. But  at  around  15  times  their  flash 
estimates,  they're  relatively  cheap. 

A  change  for  the  better 


Company 

Recent 
price 

1997 

est  flash 

P/E 

Gtech  Holdings 

$31.75 

14         i 

1 

Handleman 

6.75 

19 

Hartmarx 

8.00 

11 

Mesa  Air  Group 

5.88 

15* 

Piper  Jaffray  Cos 

26.38 

15* 

Raymond  James  Financial  36.00 

14* 

Value  City  Dept  Stores 

7.69 

13* 

Vitalink  Pharmacy  Svcs 

22.13 

18 

Source:  IBES  Express. 

The  overall  market 


The  Barra  All-US  price  index  as  of  1 1/20/97 
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The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors" 
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S&P/Barra  Value  Index^ 

1.6 
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Dow  Jones  industrials 

^H 

S&P  500 

2.2 
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29.1 
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NYSE 

1.4 

1^1 

27.6 

-2.7         1 

Nasdaq 

0.2 

1 

29.3 

-6.8          ' 
-10.9         1 

PSE  Tech  1 00 
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29.6 

EAFE^ 
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-1.8 
-3.6 

-11.7 
-9.5 
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CRB  futures  index*' 
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Yen'(per$US) 
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Best 

Recent 
price 

2-week 
change 

1997 
EPS' 

Worst 

Recent 
price 

2-week 
change 

1997 
EPS' 

1 

IDT 

$24.28 

43% 
32 

$0.48* 
0.76 

CKS  Group 

$13.25 

-65% 

$0.59 

J 

Abercrombie  &  Fitch 

34.25 

BMC  Industries 

17.81 

-45 

1.24 

Amati  Communications 

19.69 

29 

-0,47' 

APS  Holding 

3.88 

-44 

-0.66 
1.70 
0.50 

Digi  International 

19.13 

28 

1.05* 

Frontier  Insurance  Group 

23.50 

-36 

Shared  Tech  Fairchild 

14.19 

26 

NA 

Physicians  Resource  Group 

6.19 

-35 

Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change 

since            t 
12/31/96           ', 

Telecommunications 

9.2% 

35.6% 
4.1 

Oilfield  services 
Motor  vehicles 
Photographic,  optical 

-12.7% 

70.5% 

Liquor 

7.0 

-9.4 

10.8              ■- 

Beverages 

6.9 

25.4 

-8.8 

-30.0 

Real  estate 

6.8 

35.0 

Precious  metals 
Consumer  durables 

-5.4 
-2.8 

-23.7 
32.2 

Electric  utilities 

5.7 

23.7 

Note:  Data  for  period  ending  1 1/20/97,  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  fo'eign  stocks  iiaded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  NA:  Not  available.  *1998  estimate.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have 
predicted  above-average  earnings  grovirth.  -Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index 
of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  iad|usted),  ■'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital 
International,  -index  of  21  commodity  futures,  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate,  Source:  IBES  Express,  **Shows  return  after  controlling  for  other  influences,  including  company  size,  value 
and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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COMMODITIES  REVIEW 
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BY  ERIC  S.  HARDY 


One  silver  lining  in  the  Asian  economic  crisis:  Declining 
demand  in  that  region  for  commodities  like  metals  and 
petroleum  products  has  partially  offset  increasing  demand 
in  the  rest  of  the  world.  Steven  Strongin,  Goldman, 
Sachs'  director  of  commodities  research,  points  out  that 
Iraq's  change  of  heart  to  allow  inspections  of  its  weapons 
facilities  may  eventually  result  in  increased  oil  exports  by 
that  country.  He  thinks  Iraq's  export  allotment  could 
increase  from  700,000  barrels  a  day  now  to  1  million  bar- 
rels a  day  in  the  next  six  months.  In  short,  an  expected 
increase  in  oil  supplies  is  likely  to  result  in  lower  energy 
prices  during  coming  months. 
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Low  inflation  expectations  have  taken  a  toll  on  some 
precious  metals.  Gold  prices  are  off  16%  since  the  start  of 
1997,  to  about  $300  an  ounce.  Yet  platinum  is  up  5%  this 
year.  Why  the  disparit)'?  Aran  Murphy  of  Platinum  Guild 
International,  which  conducts  market  research  for  pre- 
cious metals  dealers,  explains  that  strong  demand  from 
the  auto  and  electronics  industries  is  driving  platinum 
prices.  For  those  interested  in  platinum  investments,  bul- 
lion coins — issued  by  the  U.S.  mint — are  an  alternative  to 
risk\^  and  volatile  futures  contracts. 

PNC  Bank  chief  economist  Stuart  Hoffrnan  sees  a  slow- 
ing (yet  stiU  growing)  economy  in  1998,  along  with  con- 
tinued low  inflation.  He  expects  the  Consumer  Price 
Index  to  rise  no  more  than  2.5%. 


Commodity  spotlight 


30"yr  U.S.  Treasury*  (percentage  of  par) 
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CRB  cash  and  futures  prices 


Spot  indexes 

Index' 

Value 

3-mo  cliange 

Futures  indexes 

Index' 

Value 

3-mo  change 

All  commodities 

292.82 

0% 

CRB  index 

239-42 

0% 

Raw  industrials 

326.34 

-A- 

Precious  metals 

247.38 

2 

Foodstuffs 

250.19 

5 
-9 
-1 

Grains 

223.17 

6 
-7 
-6 

Metals 
Textiles 

288.45 
269.44 

industrials 
Livestoci(  &  meats 

228.30 
244.16 

At  least  one  analyst  (see  p.  40)  thinks 
that  the  Federal  Reserve  will  raise 
interest  rates  next  year.  But  some 
investors  are  making  the  opposite 
bet.  The  March  1998  futures  con- 
tract for  the  30-year  Treasury  bond 
has  appreciated  6%  since  September 
and  is  up  8%  since  the  beginning  of 
the  year. 

Note:  All  prices  as  of  11/19/97.  'March  1998  contract.  'Composed  of  13  raw  Industrial  commodities.  ^Composed  of  tfie  13  raw  industrial  commodities  plus  10  foodstuffs.  'Gold, 
platinum  and  silver.  ^Composed  of  17  commodities.  'Base  for  spot  and  futures  indexes  (1967=100).  Source:  Bridge-Commodity  Research  Bureau. 


Spot  prices 

Futures  prices                                         1 

Commodity 

Price 

3-mo  change 

Commodity 

Price 

3-mo  change 

Copper  scrap  (pound) 

$0.73 

-6% 

Mar  Chi  wheat  (bushel) 

$3.55 

-8% 

Corn  (bushel) 

2.82 

2 

Mar  copper (pound) 
Mar  cotton  (pound) 

0.87 
0.72 

-11 
-4 

Print  cloth  (square  yard) 

0.91 

0.26 

143.50 

0 
17 
-2 

Soybean  oil  (pound) 
Steel  scrap  (short  ton) 

Feb  crude  oil  (barrel) 
Jan  platinum  (troy  oz) 

20.25 
393.00 

0 
-2 
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EVEN  WITH  US,  YOU'LL 

These  days,  you  have  to  think  harder  about  balancing  risk  and  return.  Work  harder  to  lower 

EXPERIENCE  HIGHS  AND  LOWS. 

trading  costs  and  risks.  Unless  you're  working  with  State  Street,  of  course.  Our  unparalleled 

HIGHER  PRODUCTIVITY 

trading  technology  can  turn  complex  trade  management  and  funds  movement  activities 

AND  LOWER  FINANCIAL  RISKS, 

into  a  simple  way  to  manage  costs  and  risks.  Leaving  more  time  to  think  about  returns. 

FOR  STARTERS. 

To  learn  more,  we  highly  recommend  you  callJeff  Berry,  vice  president,  at  617-664-3435. 
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Pretty  pair 

^^^  Hollywood  Park  Inc.  is  a  $385  million 

'^^  (estimated  1997  sales)  California 
gaming  and  entertainment  concern  (NYSE: 
hpk)  best  known  for  hosting  the  Breeders' 
Cup  horse  race.  But  the  company  is  sud- 
denly in  the  news  following  Starwood 
Lodging  Trust's  bid  for  ITT. 

The  connection?  Starwood  could  go 
after  much  larger  prey,  principally 
because  of  its  low  tax  status  as  a  paired- 
share  real  estate  investment  trust — a  rare 
format  Holl)avood  Park  had  until  five  years 
ago.  The  paired-share  format  combines  a  REIT — 
exempt  from  corporate  taxes  if,  among  other  things,  it 
distributes  95%  of  earnings  to  shareholders  as  divi- 
dends— with  its  related  operating  business. 

The  benefit:  The  REIT  can  avoid  about  30%  of  the 
taxes  it  would  pay  as  a  corporation,  yet  it  can  acquire 
other  companies.  Many  investors  think  Hollywood 


f 


Park  is  poised  to  become  a  paired-share  REIT  again. 
This  makes  Hollywood  Park,  at  a  recent  $18.38 
a  share,  a  screaming  buy.  Besides  Starwood, 
only  three  paired-share  REITs  exist — creat- 
ed before  a  1984  tax  law  disallowed  them. 
One,  Santa  Anita,  was  bought  by  Med- 
itrust,  a  health  care  facility  REIT. 
Hollywood's  reinstatement  is  in  a  bill 
connected  to  iRS  reform.  Easily  passed  by 
the  House  last  month,  it  comes  before  the 
Senate  in  January.  Lehman  Brothers  tax 
analyst  Robert  Willens  thinks  approval  is  certain. 

Although  Hollywood  shares  are  up  65%  since  May, 
recouping  paired-share  REIT  status  could  mean  a  gain 
of  $10,  or  about  50%,  as  the  company  becomes  a 
prime  takeover  candidate.  Looks  like  the  company  is 
on  the  block:  It  has  hired  Morgan  Stanley  to  evaluate 
proposals.  Likely  buyers  include  Hilton  Hotels  and 
investor  Leon  Black,  who  bid  on  Santa  Anita  through 
Apollo  Real  Estate  Investors. 


Out  to  pasture 

Farm  equipment  manufac- 
turers have  been  making  hay 
throughout  the  Nineties.  On  rising 
farm  profits — up  46%  inl996  to 
approximately  $51.7  billion — farm- 
ers went  on  a  buying  binge.  Players 
like  x\gco  Corp.  (nyse:  ag),  Case 
Corp.  (NYSE:  cse)  and  Deere  &  Co. 
(ntse:  de)  enjoyed  rising  sales  and 
fat  operating  margins:  13%,  com- 
pared with  about 
7%  five  years  ago. 

But  don't 
bet  the  farm 
on  this 
group.  USDA 
projects 
1997  farm 
profits  will 
drop  nearly 
22%,  to  $40.4 
billion.  Agco 
recendv  told 
mvestors  to  expect  a 
2%  fall  in  North  Ameri- 
can retail  tractor  sales  for 
1998's  first  half. 

Since  the  New  De?J,  farmers  have 
relied  on  government  handouts  to 
help  them  through  downturns.  But 
last  year's  so-called  Freedom  to 
Farm  Act  will  get  farmers  off  the 
dole  by  2002.  David  Tice  &  Associ- 
ates' William  Becker  thinks  that 


without  Uncle  Sam's  safety  net, 
many  family  farms  may  go  south. 
This  could  spell  bad  news  for  Deere 
and  Case.  An  estimated  15%  and 
20%,  respectively,  of  those  compa- 
nies' projected  1997  earnings  come 
from  financing  farmers'  equipment. 
Manufacturers'  margins  could  also 
get  squeezed  as  small  farms  consoli- 
date. Larger  conglomerates  \\dll 
drive  harder  bargains  when  bmong 
tractors  and  combines. 

There's  an  Asia  factor.  Not  only 
will  these  countries  be 
importing  less 

equipment,  but 
s  currency  crises 
I    there,  says 
/p    <:r^  "  s     Smith  Barney's 
5    Tobias  Lev- 
i   kovich,  will  curb 
demand  for  U.S. 
grain  exports. 
That  \vill  hurt 
domestic  machinery 
sales  down  the  road. 
Case  and  Agco  are 
already  down  10%  and  15%  since 
mid-October,  but  Becker  thinks 
they  have  fiirther  to  fall.  Deere 
remains  near  its  high,  but  the  stock 
could  fall  as  much  as  20%  in  the 
next  12  months.  If  you  want  to 
short  any  of  die  diree,  shares  are 
borrowable.         -Carleen  Hawn 


A  less  taxing  trade 

^^^  If  you've  got  losses  in 
^^^  stocks  that  have  announced 
acquisitions  recendy — NationsBank 
and  First  Union  are  two  examples — 
here's  a  way  to  reduce  your  taxes 
and  still  own  the  shares. 

Under  the  so-called  wash  sale 
rule,  investors  who  want  to  take  tax 
losses  in  stocks  they  own  must  wait 
30  days  before  bu>dng  the  shares 
again.  But  with  companies  that  have 
announced  acquisitions,  Lehman 
Brothers'  Willens  says  you  can  get 
around  it  by  selling  the  acquirer  and 
buying  shares  of  the  acquiree.  When 
the  deal  is  done,  you'll  own  shares 
in  the  company  you  held  originally. 

Take  Barnett  Banks  (NYSE:  bbi; 
$69),  in  talks  with  NationsBank 
(NYSE:  NB;  $59).  Say  you  bought 
100  shares  of  NationsBank  this 
summer  at  $70  each.  Sell  your 
shares  at  $59  for  a  loss  of  $1,100.  If 
you're  in  a  40%  tax  bracket,  you'll 
save  $440  in  taxes.  Take  the  pro- 
ceeds of  your  sale — $5,900 — and 
buv  as  much  Barnett  Banks  stock  as 
you  can — 85  shares  at  recent  prices. 
Next  year,  when  NationsBank  closes 
its  deal  for  Barnett,  exchanging  1.18 
of  its  shares  for  every  Barnett  Banks 
share,  you'll  wind  up  with  100 
shares  of  NationsBank  again. 
Under  IRS  rules,  the  tactic  works 
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only  with  mergers  that  have  been 
announced  but  not  yet  approved. 
Figures  don't  include  brokers'  fees. 

Rock  solid 

Many  companies  ravaged  in 
the  October  panic  still 
haven't  recovered:  Swiss-based 
Holderbank  (o-t-c:  hfgcy),  the 
world's  largest  cement  company,  for 
example.  Trading  at  a  recent  $17.25, 
its  ADRs  fell  18%  from  mid-October 
to  early  November.  Investors  feared 
Holderbank  would  crumble  because 
of  a  big  Asia  exposure.  But  business 
there  accounts  for  only  3%  of  its 
$7.8  billion  (estimated  1997)  sales. 

Emilio  Alvarez,  analyst  at  Morgan 
Stanley,  sees  Holderbank  winning 
from  the  Asia  crisis.  The  company 
has  spent  over  $1  billion  since  1989 
investing  in  emerging  markets — it's 
in  45  countries  and  churns  out  65 
million  tons  of  cement  a  year — but 
hasn't  yet  gained  a  strong  foothold 
in  Asia.  Many  of  those  markets  are 
closed  to  foreign  companies  for 
political  reasons,  but  Holderbank  is 
making  inroads.  Its  Vietnam  plant, 
coming  on-line  mid- 1998,  has  the 
only  terminal  big  enough  to  accom- 
modate large  cement  ships. 

Brazil  exposure  was  another  fear. 
Some  21%  of  Holderbank's  revenues 
come  from  Latin  America,  only  6% 
from  Brazil.  Remo  Rosenau,  analyst 
at  UBS  Securities,  says  an  18-month 
price  war  in  cement  has  lost  money 
at  Holderbank's  Brazilian  plants.  But 
a  round  of  consolidation  means 
remaining  companies  can  raise  prices. 
If  the  real  devalues,  frirther  consoli- 
dation would  benefit  Holderbank. 

The  company  should  earn  $415 
million  this  year  and  $485  million 
next,  up  22%  from  1996.  Its  expan- 
sion and  modernization  plans  have 
been  cosdy — net  debt  is  73%  of  total 
capitalization.  The  company's  invest- 
ments should  pay  off  in  1998,  and  it 
should  reduce  debt  by  20%  in  two 
years.  A  recovery  in  European  con- 
struction markets  will  also  help.  Spain 
is  a  standout — demand  for  cement  is 
up  7%  this  year.  Holderbank's  U.S. 
profits  will  rise  if  a  transportation  act 
earmarking  $24  billion  to  expand  the 
highway  system  is  passed.  Alvarez  puts 
tiie  stock  at  $23  in  a  year,  up  25%.  ^ 
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Continuity  is 

our  solid 

foundation. 


At  Bank  Julius  Baer,  founded  in  18^0,  con- 
tinuity of  personal  service  in  asset  manage- 
ment is  a  recognized  tradition. 

An  integral  part  of  this  tradition  has  been 
the  Bank's  ability  to  attract  and  keep  highly 
qualified  staff  for  comparatively  long  periods 
of  time,  an  advantage  for  clients  seeking  con- 
tinuity of  expertise  and  optimal  long-term, 
after-tax  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  commit- 
ment. Just  call 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (407)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  395  20  20 
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BANK  JULIUS  BAER 

The   Fine  Art   of   Private  Banlcing 

http://www.jultusbaGr,com 
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Mannesmann:  Stronger  portfolio, 
high  investments,  improved  result 
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I   All  sectors  contribute  to  earnings 

improvement 
I    1 5  percent  increase  in  both  orders 

received  and  sales 
I   Telecommunications  expands  both 

at  home  and  abroad 
I    Good  prospects  for  the  year-end 

results 

Mannesmann  substantially  improved  its  result 
of  ordinary  activities  tfianks  to  strong  grov\/th 
both  in  orders  received  and  sales.  All  seaors 
contributed  to  the  positive  earnings 
development.  Mannesmann  expects  that  the 
year-end  result  for  1997  will  be  significantly  up 
on  the  1996  shov\/ing.  Expectations  regarding  a 
substantial  profit  improvement  for  Engineering 
and  a  further  increase  in  profit  for  Automotive 
remain  unchanged.  The  profit  contribution  from 
Telecommunications  v^ill  increase  due  to  further 
growth  recorded  at  Mannesmann  Mobilfunk. 
Tubes  &  Trading  will  achieve  a  clear  turn- 
around. 

Orders  received  by  September  increased  15 
percent  to  $  1 7.6  billion.  Contributions  to  the 
improvement  came  from  all  sectors, 
Automotive,  Telecommunications,  and  Tubes  & 
Trading  leading  with  two-digit  growth  rates. 

Foreign  business  also  rose  1 5  percent  to  $  1 5.5 
billion.  As  with  orders  received,  the 
improvement  was  brought  about  by  all  seaors, 
with  particularly  marked  growth  being  recorded 
in  Telecommunications.  Telecommunications 
sales  increased  60  percent  to  $  2.7  billion. 

At  just  under  $  2.8  billion,  investments  reached 
a  record  high,  mainly  due  to  strong  expansion 
in  Mannesmann  Telecommunications.  The 
number  of  employees  increased  by  5  percent. 


engineering      ^^ 
automotive      ^^ 
telecommunications 
tubes  &  trading 


stronger  portfolio 

In  early  September,  Mannesmann  and  Olivetti 
reached  an  agreement  concerning  the 
formation  of  a  joint  venture  on  the  Italian 
telecommunications  market.  Olivetti  will 
contribute  its  controlling  interest  in  the  mobile 
service  provider  Omnitel  and  in  the  fixed 
network  company,  Infostrada. 

September  saw  the  closing  of  the  contracts 
between  Mannesmann  and  Cegetel.  Cegetel's 
mobile  service  company,  SFR,  is  continuing  its 
successful  development. 

In  October,  Mannesmann  VDO  and  Philips 
reached  an  agreemient  under  which 
Mannesmann  VDO  will  acquire  a  65  percent 
stake  in  Philips  Car  Systems  (PCS).  The 
combination  of  Mannesmann  VDO  and  PCS 
will  generate  one  of  the  largest  global  suppliers 
of  integrated  information,  navigation  and 
traffic  telematics  systems. 


Group  performance 

Jan-Sep 
1997 

Jan-Sep 
1996 

Change 
absolute       % 

Orders  received 

$m 

17,577 

15,314 

2,263       15 

Sales 

domestic 
foreign 

$m 
$m 
$m 

15,536 
6,920 
8,616 

13,554 
5,951 
7,603 

1,982       15 

969       16 

1,013       13 

Employees  (30.09.) 

127,416 

121,038 

6,378         5 

Investments 

$m 

2,833 

968 

1,865     193 

The  joint  venture  for  hot-finished  seamless 
tubes,  Vallourec  &  Mannesmann  Tubes, 
commenced  business  operations  on  October  1. 

In  the  area  of  plastics  machinery,  the  activities 
previously  conducted  by  Mannesmann  Demag 
and  Krauss-Maffei  will  now  be  combined  in 
the  new  Mannesmann  Plastic  Machinery 
division.  The  objective  of  this  step  is  to  further 
expand  the  Group's  worldwide  leading 
position  on  the  market  of  injection  molding 
machines. 

We  would  be  glad  to  send  you  our  Share- 
holders' Newsletter  with  the  full  report  on 
the  January  to  September  1997  period. 

Mannesmann  AG 

D-40027  Dusseldorf,  Germany 

http://www.mannesmann.com 

Mannesmann  Corporation 
NewYork,  NY  10022-2669 
Call:  1-800-356-9235 
Fax:(212)826-0074 

Mannesmann  -  working  for  your  future 
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Converted  by  official  fixing  rate  as  per  September  30,  1997:  1  DEM  =  0.5673  USD 
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FIXED  INCOME  STRATEGY 


A  pause  that  refreshes 


BY  DAUID  P.  GOLDMAN 


David  P.  Goldman 
is  president  of 
SG  Capital 
Management  Ltd., 
a  New  York 
money  manager. 


Comforting  though  it  has  been,  I  don't 
expect  the  recent  rally  in  bond  prices  to  follow 
through  over  the  next  six  months. 

Long-term  bonds  outperformed  stocks 
since  my  June  19  column.  You  would  have 
made  10.2%  since  then  owning  the  30-year 
Treasury,  interest  income  included.  The  S&P 
500,  with  dividends,  would  have  done  only 
6.1%.  For  those  neophyte  investors  who  think 
stocks  "always"  outperform  bonds,  this  has 
been  an  eye-opening  experience. 

I'd  like  to  be  able  to  continue  my  bullish 
stance,  but  I  can't.  Today's  5.5%  federal  fLmds 
rate  puts  a  cement  floor  under  bond  yields. 
Until  the  market  expects  the  Federal  Reserve 
Board  to  cut  rates,  bonds  will  continue  to 
move  sideways. 

After  the  October  shakcout  in  equity  mar- 
kets, some  of  my  colleagues  have  turned  into 
bond  bulls.  I  was  bullish  on  bonds  all  year. 
Now  I  would  mark  them  "hold." 

Even  if  Asia's  economic  troubles  spill  over 
into  the  U.S.,  which  I  doubt,  it  will  take 
months  for  problems  to  show  here,  in  the 
form  of  a  recessionary  downward  pull  on 
interest  rates.  In  the  meantime,  U.S.  growtli 
continues  at  a  strong  pace,  as  employment 
data  released  Nov.  7  make  clear. 

But  can't  long-term  interest  rates  fall  even  if 
short-term  interest  rates  remain  high.^  History 
shows  that  they  almost  never  do.  Downward 
sloping  yield  curves  are  rare.  During  the  past 
30  years,  long-term  rates  have  not  tallen 
below  short-term  rates  except  when  the 
market  was  sure  the  Fed  would  cut  short-term 
rates.  This  happened  only  three  times,  when 
interest  rates  were  extremely  high  and  the 
economy  was  weak.  On  these  three  occa- 
sions—in 1978,  1982  and  1990— the  yield 
curve  "inverted."  Bonds  brietly  yielded  less 
than  bills,  as  investors  scrambled  to  lock  in 
higher  yields. 

Unless  the  market  expects  a  rate  cut, 
investors  always  demand  higher  yields  on 
longer-term  debt  to  compensate  for  the 
greater  risk  of  longer  maturities.  The  greater 
risk  is  palpable:  The  ten-year  Treasury  is 
four  times  as  rate-sensitive  as  the  two-year 
Treasury. 

On  a  risk/ reward  basis,  then,  you  would 
expect  the  ten-year  to  yield  comfortably  more 
than  the  two-year.  It  doesn't.  When  I  last 


looked,  the  ten-year  was  yielding  5.84%,  or 
just  14  basis  points  more  than  the  two-year. 
That's  the  tightest  spread  between  two-year 
and  ten-\xar  vields  since  the  beginning  of 
1990.  In  1990  the  fed  ftinds  rate  stood  at 
9.5%,  the  U.S.  economy  was  weakening  and  a 
rate  cut  was  a  sure  thing. 

The  bad  news  for  bond  investors  is  that  the 
Fed  has  no  reason  to  cut  rates  for  the 
moment.  The  good  ne\\'s  is  that  bond  prices 
are  not  likely  to  fall.  The  chance  of  a  Fed  rate 
hike  is  remote. 

However,  investors  with  a  long-term  vision 
shouldn't  take  profits  in  long  Treasurys. 

Until  the  market  expects  the  Federal 
Reserve  Board  to  cut  rates,  bonds 
will  continue  to  move  sideways. 


Sometime  during  1998  the  bond  market  will 
resume  its  upward  march. 

My  long-term  forecast  is  for  lower  rates. 
After  all,  inflation-adjusted  bond  yields  remain 
the  highest  in  a  generation.  The  30-vcar  bond 
currendy  yields  6.1%,  against  inflation  of 
1 .4%,  as  measured  by  the  gross  domestic 
product  deflator.  That's  a  real  yield  of  4.7%. 
With  gold  trading  at  $305,  close  to  its  ten- 
year  low  of  $290,  inflation  risk  remains 
extremely  low.  At  some  point  the  whole  struc- 
ture of  interest  rates  will  adjust  downward  to 
reflect  lower  inflation. 

If  you  are  taking  this  long  view,  don't  reach 
for  yields  by  going  into  lower-qualin-  bonds. 
With  nominal  yields  declining,  fixed -income 
investors  are  tempted  to  reach  for  yield.  This 
is  a  mistake. 

Emerging  market  debt  was  a  stellar  per- 
former up  to  October.  From  Oct.  7  to  Nov.  6, 
howe\'er,  J. P.  Morgan's  Emerging  Markets 
Bond  Index  lost  9%  of  its  value.  In  fact,  die 
Morgan  Index  has  given  up  all  its  gains  since 
May  19,  when  I  wained  Forbes  readers  diat 
the  sector  was  overpriced.  Although  emerging 
market  bonds  have  bounced  off  dieir  lows, 
the  shakeout  may  not  be  over. 

If  you  want  to  earn  6%  on  your  money 
while  awaiting  the  next  likely  rally  in  the 
bond  market,  Treasurys  are  the  best  place 
to  be.  But  be  patient.  It  will  be  next  spring 
at  the  soonest  before  die  bull  market  in 
bonds  resumes.  Hi 
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PORTFOUO  STRATEGY 

Buy  high,  sell  small 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher 
is  a  Woodside, 
Calif.-based  money 
manager.  His 
third  book  is 
100  Minds  that 
Made  the  Market. 
E-mail: 
kenfisher@fi.com 


The  recent  turmoil  notwithstanding,  I  con- 
tinue to  like  the  very  largest  U.S.  stocks,  many 
of  which  are  lots  like  1972's  infamous  Nifty 
Fifty.  Some  readers  complain,  "How  can  you 
own  these  grossly  overpriced  stocks — like 
Gillette  (91,  G)  and  Microsoft  (136,  msft)?" 
Some  readers  recall  that  years  ago  I  favored 
small,  cheap  stocks.  Have  I  gone  nuts? 

I  hope  not  and  don't  think  so.  The  obvious 
rarely  gets  you  anywhere  in  the  stock  market, 
and  the  high  prices  of  these  stocks  is  obvious. 
People  don't  expect  these  stocks  to  do  so 
well,  so  they  can. 

Furthermore,  the  bull  market  has  gotten 
very  old  and  a  bear  market  is  coming.  No,  I'm 
not  bearish.  In  fact,  the  recent  market  volatili- 
ty has  made  me  more  bullish  rather  than  bear- 
ish looking  at  1998.  But  big  stocks  do  better 
than  small  ones  late  in  bull  markets  as  well  as 
in  bear  markets.  You  can  count  on  quality  to 
hold  up  pretty  well  in  the  early  stages  of  a 
bear  market.  Take  1973-74.  Nine  months  into 
that  decline,  on  Sept.  30,  1973,  the  over- 
priced Nifty  Fifty  glamour  stocks  were  down 
only  about  3%  on  average,  while  the  s&P  500 
was  down  8%.  Only  at  the  very  end  of  that 
crash,  in  1974,  did  the  Nifties  take  a  bath. 

Big  stocks  do  better  in  bear  markets 
than  small  ones.  You  can  count  on 
quality  to  hold  up  in  the  early 
stages  of  a  bear  market. 


I  don't  diink  there  was  one  big  bear  market 
this  century  where  the  35  largest  stocks  as  a 
whole  did  worse  than  the  market. 

Late  in  a  bull  market  I  like  huge  stocks, 
cheap  and  expensive  ones  alike.  You  can  own 
Gillette  and  Microsoft  and  cheaper  huge 
stocks  like  General  Motors  (67,  gm)  and  Mobil 
Oil  (74,  mob).  I'll  take  them  all  if  they're 
$50  billion  in  market  cap  or  bigger. 

For  all  of  diis  fall's  turbulence,  we  are  not 
yet  in  a  bear  market.  When  we  are,  here's 
what  I  recommend:  Buy  a  put  on  a  small-cap 
index.  As  small  stocks  fall  more  than  huge 
ones  do,  die  put  rises  in  value  more  than  huge 
stocks  fall,  and  we  make  money  overall. 

I  hear  from  readers  who  rebel  at  my  nodon 
of  avoiding  small  stocks.  If  a  bear  market  is 


close,  small  is  dead.  If  it  is  years  away,  okay, 
but  even  then  huge  stocks  will  rise  with  less 
risk  than  small  fry.  For  now  I  continue  to  urge 
readers  to  have  55%  of  their  equity  money  in 
the  35  largest  domestic  stocks  and  45%  in 
such  overseas  companies  as: 

Sony  (80,  sne)  is  a  great  combination  of 
electronics,  entertainment,  huge  size,  great 
brands  and  globalness.  Its  consumer  electron- 
ics are  ubiquitous.  Ironically,  we  don't  even 
think  of  Sony  when  we  buy  CBS  records  or  go 
to  a  Columbia  Pictures  movie.  At  65%  of 
annual  revenue  and  2.4  times  book  value, 
Sony  is  far  cheaper  than  its  25  times  earnings 
sounds.  Its  $31  billion  market  value  and  $51 
billion  revenue  give  it  the  size  and  diversity'  to 
be  relatively  resistant  to  regional  downdrafts. 

Similar  is  Netherlands- based  Unilever  N.V. 
(59,  UN).  It's  got  enough  great  food  and  con- 
sumer product  brand  names  to  challenge  a 
photographic  memory,  while  still  having 
dynamite  franchises.  The  stock  is  a  bargain, 
with  a  market  capitalization  just  70%  of  annual 
revenue.  Here,  too,  its  huge  $38  billion 
market  value  and  $57  billion  annual  revenue 
reduces  risk  in  a  rough  global  world. 

Several  readers  ask  if  I  still  like  another 
Netherlands-based  firm,  Akzo  Nobel 
(87,  akzoy).  I  first  recommended  it  on  Sept. 
9,  1996  at  58  and  then  again  on  June  16  at 
69.  1  do,  but  not  as  much  as  I  used  to  when  it 
was  cheaper.  I  said  it  would  go  to  100,  and 
some  readers  are  getting  edgy  with  all  the 
recent  volatihty  and  want  to  know  if  they 
should  bolt  now.  I've  actually  raised  my 
expectations  to  120  by  the  year  2000.  That's 
an  18%  return  before  the  2.5%  dividend  yield. 

France's  AXA-uop  {36,  axa)  is  a  huge  insur- 
ance and  financial  services  firm  with  mutual 
funds  and  one  of  the  world's  largest  franchises 
in  money  management.  At  32%  of  annual  rev- 
enue, 2.5  times  book  value  and  a  p/e  of  12, 
this  $24  billion  market  value  stock  is  too 
cheap  for  its  quality  product  line.  I  expect  70 
by  the  year  2001.  That  is  25%  per  year. 

I  am  distressed  to  report  that  some  readers 
write  to  complain  that  25%  a  year  isn't  the 
kind  of  return  they  are  after.  They  want  25% 
in  just  a  fev/  months.  One  more  sign  that  this 
bull  market  is  not  going  to  live  forever.  Keep 
in  mind,  I  have  no  idea  where  prices  will  be  in 
February  or  March.  Prices  bounce  too  much. 
I  look  one  to  five  years  out.  If  you  want  short- 
term  advice,  look  elsewhere.  1^ 
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The  Guardian  Life  Insurance 
Company  of  America  is 
offering  new  solutions  for 
affordable,  quality  healthcare. 

It  takes  more  than  just  eating  fresh  fruits  and  vegetables 
to  improve  everyone's  health.  So  The  Guardian  is  working 
hard  to  increase  healthcare  quality  while  reducing  costs. 
For  example,  The  Guardian  has  created  a  complete 
portfolio  of  quality  medical  coverages  and  is  pioneering 
the  development  of  new,  dynamic  products  and  services 
to  respond  to  consumers'  contemporary  needs.  From  our 
traditional  indemnity  product  —  long  considered  one  of 
the  best  that  money  can  buy  —to  nationwide  PPO  plans  — 
to  regional  HMO  partnerships,  The  Guardian  is  committed 
to  providing  exceptional  employee  health  benefits. 

Here 's  A  Fresh  Idea. 

Make  The  Guardian  the  centerpiece  of  your  company's 
employee  benefits  program.  In  addition  to  our  selection 
of  medical  products,  we  offer  a  broad  range  of  new 
solutions,  including:  affordable  life  and  disability 
insurances,  outstanding  group  dental  plans  (indemnity 
and  managed  care  products),  newly  developed  vision 
care  programs.  Section  125  services  and  a  variety  of 
retirement  plans  and  investment  options. 

And  The  Guardian's  consistent,  outstanding  financial 
performance  over  the  past  137  years  has  provided  the 
financial  strength  to  protect  its  policyowners,  pay 
excellent  dividends  and  deliver  personal  services  which 
are  second  to  none.* 

CaU  1-800-662-1006 

or  visit  us  at  \M\Av.thegUiirdian.com 

w  IheGuardiait 


The  Intelligent  Choice 

Since''  1860 


Life  Insurance  •  Employee  Benefits  &  401  (k) 
Disability  •  Mutual  Funds  &  Variable  Annuities  ** 

*  Financial  Information  for  The  Guardian  Life  Insurance  Compiany  of  Anie 
12/31/96:  Assets  =  $12,1  billion;  Liabilities  =  $10,9  billion  (incluctes  $8.5  bnuon  i;i 
reserves);  Surplus  =  $1.2  billion 

*  *40Uk)  products  and  variable  annuities  are  issued  by  The  Guardian  Insurance 

&  Annuity  Companv,  Inc,  iGlAO,  a  wholly  owned  subsidiary  of  The  Guardian  Lite 
Insurance  Company  of  America.  New  York,  N,Y,  Securities  products  ane  distributed  b\ 
Guardian  Investpi  Services  Corporation  (GISCl  201  Park  Avenue  South.  New  York.  N  ^ 
1 -800-22 1-3253,  Member  NASD,  SIPC,  GISC  is  an  indirect  wholly  owiied  subsidiary  c 
The  Guardian  ].ife  Insurance  Company  of  Amenca.  • 
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Lessons  from  the  October  crash 
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is  president  of 
Birinyi  Associates, 
a  Greenwich, 
Conn. -based  financial 
consulting  firm. 


Though  the  turbulence  has  not  run  its 
course,  the  late  autumn  decline  in  global  mar- 
kets is,  I  believe,  mostly  behind  us.  And  I 
expect  a  full  recovery.  But  before  moving  on 
and  planning  investment  strategy  for  1998, 1 
think  investors  should  review  the  lessons  of 
October. 

Some  of  the  decline  was  a  result  of  too 
much  bullishness.  In  the  several  weeks  before 
the  drop,  at  least  four  strategists  upgraded 
their  views.  John  Maynard  Keynes  was  every 
bit  as  successfiil  in  the  market  as  he  was  as  an 
economist.  He  attributed  his  success  in  stocks 
to  recognizing  that  the  critical  issue  was  not 
the  business  or  economic  cycle  but  the  psy- 
chological cycle.  There  was  a  lot  of  psycholo- 
gy in  the  October  crash.  More,  I  think,  than 
the  business  or  economic  cycle. 

It  was  sobering  also  for  those  who  advocate 
investing  abroad.  As  I  noted  in  my  Sept.  22 
column,  the  idea  that  international  stocks  pro- 
vide diversification  is  a  myth.  The  crash  was 
especially  cruel  to  those  who  believed  that 
Asia  was  the  promised  land  for  investors. 

October  showed  the  folly  of  believing 
everything  you  read  in  the  newspapers,  and 
see  and  hear  on  the  tube.  The  crash  was  a 
media  event,  and  the  media  threw  much  more 
heat  than  light  on  the  situation.  The  coverage 
was  exciting  but  not  enlightening.  On  Oct. 
28,  when  the  market  recovered  and  rallied  by 
300  points,  IBM  announced  a  buyback,  which 
many  media  accounts  said  was  pivotal  or  cru- 
cial. But  the  buyback  announcement  came 
afiier  the  market  had  already  recovered  nearly 
200  points.  The  news  didn't  hurt,  but  the 
market  was  going  up  big  that  day  with  or 
without  IBM's  added  support. 

Rarely  mentioned  was  the  critical  role  of  a 
large  program  trade  (or  series  of  program 
trades)  on  Tuesday  morning,  when  the  market 
was  down  200.  Program  trading  had  a  lot 
more  to  do  with  the  rally  than  the  IBM 
announcement  did. 

Because  program  trading  is  usually  associat- 
ed with  sinister  intentions  and  evil  brokers, 
that  particular  series  of  trades  should  be 
explained.  Program  trading  is  often  index 
arbitrage  involving  ftitures  and  common 
stock.  But  program  trading  also  means  buying 
or  selling  a  lot  of  stocks  quickly  and,  often, 
aggressively. 


The  morning  of  Oct.  28,  when  the  market 
was  down  200  points,  an  institution  or  group 
of  institutions  swiftly  bought  hundreds  of 
stocks  and  took  a  market  that  was  down  200 
to  up  100  and — in  effect — rallied  the  troops.  I 
surmise  (with  no  evidence  whatsoever)  that  a 
large  institution  that  already  had  a  large  stock 
portfolio  aggressively  bought  millions  of  dol- 
lars of  stock.  If  you  already  have  billions  in  the 

John  Maynard  Keynes  recognized 
that  the  critical  issue  in  stocks  was 
not  the  business  or  economic 
cycle  but  the  psychological  cycle. 
There  was  a  lot  of  psychology  in 
the  October  crash. 


market,  it's  understandable  that  you  might 
invest  another  $100  million  or  whatever  to 
buoy  your  existing  positions. 

I'm  still  cautious.  We  recendy  introduced 
my  concept  of  tape  analysis  or  money  flows 
into  foreign  markets.  In  September  Hong 
Kong  was  up  7%,  but  of  the  20  countries  in 
our  universe,  it  had  the  greatest  net  selling  of 
any  market.  That  selling  is  certainly  not  a 
good  sign. 

Besides  Hong  Kong.  Thailand  and  Malaysia 
have  lost  more  in  the  middle  two  weeks  of 
November  than  they  did  in  the  first  stage  of 
the  recent  crisis.  So  I  expect  Asia's  woes  to 
continue — Korea  was  next  to  be  hit,  and 
Japan  is  under  pressure. 

I  expect  the  turmoil  to  be  generally  restrict- 
ed to  these  markets,  but  I  would  still  advise 
individual  investors  to  tread  carefiilly  and  be 
especially  leery  of  small  stocks.  In  a  storm, 
fasten  yourself  to  an  oak  tree,  not  a  bamboo 
sprout. 

As  for  my  institutional  investors  (who  are 
too  large  to  utilize  market  timing  even  when 
it  is  right),  I  am  advising  them  to  start  accu- 
mulating technology,  financial  and  some  tele- 
phone names.  I  am  comfortable  recommend- 
ing new  purchases  in /.P.  Morgan  (113,  jpm) 
and  Morgan  Stanley  Dean  Witter  (53,  M\\T)).  I 
am  also  suggesting  going  with  some  old 
names  that  have  been  battered.  These  would 
be  Compaq  Computer  (60,  CPQ),  Texas  Instru- 
ments (49,  txn),  GTE  (48,  GTE)  and  SBC  Com- 
munications {7  ()^  SBC).  WM 
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HSBC  Asset  Management  is  the  investment  advisory  and 
fund  management  arm  of  the  HSBC  Group,  ranked  the 
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of  the  world's  largest  banking  and  financial  services 
organisations.  HSBC  Asset  Management  manages 
US$49  billion  worldwide,  with  investment  teams  in  all  major 
markets,  combining  global  presence  with  local  knowledge. 


This  global-local  approach  means  funds  are  expertly  managed 
close  to  the  market  in  which  they  are  invested.  Client  service  is 
paramount,  with  local  committed  client  service  professionals 
maintaining  an  ear  to  the  ground  and  an  eye  on  the  market 
place,  to  ensure  client  needs  are  fulfilled.  Dedicated 
professionalism  backed  by  financial  muscle,  and  global  reach 
supported  by  local  delivery,  are  what  makes  us  a  winning  team. 


HSBC  Asset  Management 
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World     Class     Performers 
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Don't  buy  the  next  dip 
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Our  bond  nl\rket  ticks  benevolently  toward 
a  resetting  of  the  long  Treasury  yield  at  6%, 
but  the  Dow  Jones  index  acts  more  like  a 
weather  vane.  Butterflies  flap  their  wangs  on 
the  Pacific  Rim  and  we  feel  the  winds  of  defla- 
tion on  Wall  Street. 

Third-quarter  earnings  for  our  big  caps  are 
about  tallied.  The  aggregate  looks  good,  up 
some  10%,  but  that's  as  good  as  it  gets.  Decel- 
eration is  ahead  next  year.  The  strength  of  the 
dollar  has  caught  up  with  our  great  multi- 
nationals. Factor  in  a  3%  earnings  hit  for  them 
in  1998.  Pricing  power  is  harder  won.  China 
and  Japan  export  or  perish. 

The  consumer  sector  is  a  bit  wobbly  fi^om 
too  much  debt  service.  We're  beginning  to 
see  this  in  car  sales.  Home  building  is  flatten- 
ing. Luxe  purveyors  like  Gucci  suffer  fi"om  the 
absence  of  Japanese  buyers.  Even  Sears,  the 
blue-collar  retailer,  shows  lackluster  same- 
store  sales  growth. 

The  shape  of  the  1998  economy  is  coming 
into  focus.  GDP  momentum  slows  down  to 
trend  line  or  less.  Our  trade  deficit  mounts  at 
least  $30  billion,  to  an  average  monthly  rate 
of  $12  billion.  This  alone  takes  half  a  point  off 
our  growth  rate. 

There's  already  too  much  capacity  in  our 
system.  This  covers  extractive  industries  like 
aluminum,  chemicals  and  paper.  Detroit  has 
too  much  car  capacity'  in  Europe  and  South 
America.  Japan  and  China  have  enormous 
excess  capacity  and  nowhere  to  go  now  but  to 
our  shores.  Even  Saudi  Arabia  needs  to 
increase  its  oil  quotas  to  fiind  its  deficit  spend- 
ing. If  El  Niiio  serves  up  some  warm  waters, 
we'll  see  oil  at  $18  a  barrel,  unless  there's 
geopolitical  unrest  in  the  Middle  East. 

I  could  go  on:  There's  too  much  square 
footage  in  retailing.  The  technology^  sector  is 
more  complex,  but  any  flattening  of  margins 
will  leverage  earnings  on  the  downside. 

There  is  little  room  for  disappointment. 
The  most  optimistic  assumption  for  1998  is 
$50  a  share  for  the  s&P  500,  a  nice  increase 
over  tlie  projected  $46  for  1997.  Even  so,  this 
market  stands  close  to  19  times  the  heady 
1998  consensus  estimate.  If  earnings  are  flat 
next  year   we're  in  for  trouble:  The  market's 
fully  vaki.  d  on  traditional  dividend  discount 
models  u  mg  the  $50-a-share  projection. 
With  flat  earnings  next  year,  overvaluation 


stands  at  around  10%,  assuming  interest  rates 
are  unchanged. 

The  most  suspect  sectors  are  technology', 
capital  goods  and  basic  industrials,  along  with 
oil  and  other  commodities.  The  raw  materials 
commodity  index  is  unchanged  year-over-year, 
with  choppy  charts  in  copper,  aluminum  and 
depressed  precious  metal  quotes. 

I'm  searching  for  a  place  to  hide.  I  like 
turnarounds  like  Boeing,  and  I'm  looking  at 
Sears.  We're  already  top-hea\y  in  financials, 
which  will  do  well  in  a  low-interest  environ- 
ment. Allstate,  BankAmerica  and  American 

I'm  not  projecting  a  recession, 
just  a  slowdown  with  broader 
earnings  disappointments. 


Express  should  remain  as  outperformers.  Ethi- 
cal drug  houses  do  fine,  but  the  best,  like 
Pfizer,  sell  at  30  times  1999's  projection.  Stay 
xenophobic:  Multinationals  started  to  under- 
perform  at  midyear.  Caterpillar  Tractor  and 
GM  are  getting  wobbly. 

Oil  service.^  Wall  Street  grossly  underesti- 
mated the  earnings  power  of  major  operators 
like  Schlumberger  and  Halliburton,  but  no 
longer.  The  estimates  have  caught  up  with 
reality.  I'm  holding  on  to  'em,  but  they  don't 
get  my  new  money. 

Viscerally,  I  feel  the  market  has  witnessed 
too  many  upsets  in  big-cap  properties.  It 
started  with  Kodak  a  year  ago,  and  the  casual- 
ties mounted.  Consider  this  long  Ust:  Intel, 
Boeing,  Coca-Cola,  Sears,  Oxford  Health, 
Viacom,  Chrysler,  Digital  Equipment,  Kim- 
berly-Clark, McDonald's,  Philip  Morris, 
Merck,  AT&T,  MCi,  Aetna  and  Cigna.  The 
walking  wounded  in  technology  include  LSI, 
Advanced  Micro  Devices,  3Com,  Motorola, 
Ascend,  Applied  Materials,  Seagate  and  New- 
bridge. Mid-cap  and  small-cap  disasters  go 
unmentioned. 

With  some  exceptions,  the  market  is  over- 
valued. I'm  not  projecting  a  recession  next 
year,  just  a  slowdown  with  broader  earnings 
disappointments.  I  would  not  buy  the  next 
dip.  I  would  like  to  see  the  market  10%  lower. 
Maybe  we  can  start  a  new  cycle  from  850  on 
the  S&P  500  index.  When  earnings  reacceler- 
ate  a  few  quarters  out,  we  can  then  go  on  to 
1000  bv  late  1999.  *  H 
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Global  glut 
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In  my  Aug.  25  column  I  said  that  Asia  "may 
be  tlie  cradle  of  modern  deflation."  May  be.'' 
Nay,  it  is. 

The  world  stage  is  set  for  deflation,  but  the 
missing  line  in  the  prologue  is  a  shift  by  U.S. 
consumers  from  big  borrowing  and  spending 
to  big  saving.  American  consumers  spend  two- 
thirds  of  U.S.  GDP,  which  is  30%  of  the  globe's 
total.  If  the  U.S.  consumer  stops  spending,  the 
world's  factories  grind  to  a  halt.  We  import 
$200  billion  per  year  more  in  goods  than  we 
export,  while  other  countries  run  merchandise 
trade  surpluses  ranging  from  $9  billion  in 
Indonesia,  $12  billion  in  Taiwan,  $24  billion 
in  Canada,  up  to  $71  billion  in  Germany  and 
$89  billion  in  Japan. 

The  American  consumer  has  not  yet  been 
scared  into  frugality.  But  other  consumers  have. 
Hong  Kong  has  staved  off  devaluation,  but  by 
pushing  interest  rates  to  levels  that  are  killing 
the  property-dominated  Hang  Seng  and  empt>^- 
ing  the  luxury  stores  of  customers.  The  same 
thing  is  happening  in  much  of  Asia — Japan, 
South  Korea,  Thailand,  Indonesia.  The  Asian 
troubles  seem  to  be  spreading  to  Australia. 
Elsewhere,  Brazil  is  defending  the  real  with  a 
fiscal  strangle  that  almost  guarantees  recession. 

All  this  spells  global  glut.  With  domestic 
demand  shrinking,  all  of  these  countries  will 
push  exports  like  crazy,  putting  pressure  on 
prices  and  hurting  competitive  U.S.  exports. 
This  at  a  time  when  a  tight  labor  market  here 
threatens  higher  labor  costs. 

U.S.  stocks  are  already  anticipating  the  dis- 
cordant clash  of  weak  sales  and  falling  selling 
prices  with  rising  labor  costs.  It's  going  to  get 
worse,  and  each  10%  fall  in  stocks  knocks  one- 
half  percent  off  consumer  outiays,  so  a  serious 
equity  slide  could  be  the  trigger  that  slows 
consumer  spending  here. 

That's  the  thing  about  deflation:  Like  infla- 
tion, it  is  self-feeding.  Seeing  prices  slide, 
people  wait  for  lower  prices  before  buying. 
Producers  then  cut  prices  to  unload  excess 
goods  and  services.  Buyer  suspicions  are  con- 
firmed, so  they  wait  for  still  lower  prices. 
Combine  deflationary  expectations  with  a 
consumer  buying  strike  and  you  have  bad 
news  for  big-ticket,  discretionary  consumer 
items  like  houses,  cars,  appliances  and  airline 
tickets  for  leisure  travel. 

Deflation  will  push  long  Treasury  yields  to 


the  3%-to-4%  range,  maybe  lower.  If  that 
seems  outrageous  to  you,  just  look  at  Japan, 
where  long-term  governments  currentiy  yield 
less  dian  2%.  Low  bond  yields  of  course  make 
stocks  look  better  and  tend  to  boost  p/es,  but 
don't  forget  the  E  in  p/e.  Our  analysis  shows 
that  2%  deflation  per  year  and  the  related 
sluggish  economic  growth  will  push  annual 
corporate  earnings  gains  down  to  2.5%.  This 
will  be  a  shock  to  manv  investors  who  hold 
stocks  at  high  prices,  which  they  rationalize  in 

We  are  moving  into  a  new  kind 
of  world  where  profits  will  be 
harder  to  come  by  and 
competition  will  grow  ever  fiercer. 


terms  of  fiiture  rapid  earnings  growth. 

Let  me  be  clear:  The  deflation  we  foresee  is 
not  the  kind  of  deflation  we  had  during  the 
Great  Depression  of  the  1930s,  when  financial 
collapse  killed  demand.  It  is  more  comparable 
to  the  deflation  that  took  place  in  the  U.S.  in 
the  latter  part  of  the  I9th  century  when  soar- 
ing industrial  productivit)^  spurred  supply, 
which  kept  prices  and  wages  falling  for 
decades.  Then  it  was  the  steel-and-railroad 
revolution.  Now  it  is  globalization  and  com- 
puters that  are  spurring  the  deflation. 

So  we  probably  are  not  heading  into  a 
world  depression,  but  into  a  new  kind  of 
world  where  profits  will  be  harder  to  come  by 
and  competition  will  grow  ever  fiercer.  We 
will  have  to  readjust  our  thinking,  especially 
about  what  stocks  are  w^orth  in  deflation  and 
how  low  interest  rates  can  go. 

The  period  of  readjustment  is  going  to  be 
painfijl.  It  is  almost  certain  to  scare  U.S.  con- 
sumers, too.  In  portfolios  we  manage  we  are 
short  stocks  in  London  ( those  with  strong 
Asian  ties).  Hong  Kong,  Tokyo  and  New 
York.  We  are,  of  course,  long  Treasurys.  In 
currencies  we  are  short  the  Japanese  yen. 

Of  course  we  could  be  wrong.  Maybe  defla- 
tion w^on't  spread.  What  then?  Then  the  mar- 
kets face  a  different  threat.  Consider  this:  The 
danger  of  deflation  has  dissuaded  Greenspan 
and  his  crew  from  raising  interest  rates.  If  that 
threat  evaporates,  it's  back  to  waiting  for  the 
Fed  to  shove  interest  rates  up.  Bad  news  for 
stocks  either  w^av.  ■■ 


280 


Forbes  ■  December  15,  1997 


AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
Market  Course 


Ivery  investor  should  own  The  Forbes  Stock 
Aarket  Course,  the  practical  handbook  that 
rovides  the  goals  of  today's  smartest 
investors  —  and  the  strategies  they  use  to 
each  them* 


PARTIAL  LIST  OF  TOPICS 


Howto  choose  a  broker — Broker  commissions — How  to  place 
lan  order  —  Sources  of  information  —  Market  pattems  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
Howto  read  a  company's  financial  statement — Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  seUing  high  —  a  method  requiring  close  attention.  It  also  outhnes  how 
the  passive  investor  buys  and  holds  stocks  to  allow  di\1dends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
AND  Guarantee 


NAME 


Iplease  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  751 

D  Check  for  $89.50  enclosed*    D  Charge  my  credit  card 
D  Amex    D  MasterCard    □  Visa    u  Diners  Club 


ADDRESS 


Name: 


CITY 


STATE 


ZIP 


Number: 


Exp.  Date: 


*  Buyers  in  New  York  City  add  8  1/4%  sales  tax-  other  NY,  CA,  and  IL  as  required  by  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 
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Behind  the  glamour  of  these  fancy  art  auctions, 

there's  some  of  the  most  vicious 

wheeling  and  dealing  this  side  of  Wall  Street. 

The  thrilla' 
in  chinchilla 


By  Andrew  Decker 

There's  an  old  saw  about  the  two  great  auction 
houses  that  handle  the  turnover  of  much  of  the 
world's  stock  of  fine  art:  Christie's,  it  is  said,  are 
gendemen  trying  to  be  auctioneers;  Sotheby's  are 
auctioneers  trying  to  be  gendemen. 

Forget  it.  Being  gendemen  has  nothing  to  do  with  the 
auction  business  today.  Nor  are  they  any  longer  still  pure 
auction  houses.  Increasingly  they  play  the  role  of  princi- 
pals. They're  more  like  a  couple  of  bloody  heavyweights 
who  never  heard  of  the  Marquis  of  Queensberry. 

Big  business,  yes.  Last  year  Christie's  and  Sotheby's  each 
auctioned  around  $1.6  billion  worth  of  art,  antiques,  auto- 
mobiles, furniture,  wine  and  other  collectibles.  For  the  first 
time  in  40  years  Christie's  inched  ahead  of  its  archrival.  As 
you  might  imagine,  Sotheby's  is  steaming  and  anxious  to 
wrest  its  laurels  back,  wliile  Christie's  is  just  as  anxious  to 
hold  on  to  them. 

November's  big-bucks  sales  of  several  hugely  important 
painting  collections — most  notably,  the  estates  of  Victor 


and  Sally  Ganz,  and  of  Evelyn  Sharp — whipped  up  a  lot  of 
glitzy  media  froth.  But  behind  the  scenes  was  an  anything- 
but-gendemanly  free-for-all. 

Both  courted  the  Ganz  and  Sharp  heirs  by  wearing  their 
wallets  on  their  sleeves.  You'll  see  an  ever-so-discreet  foot- 
note in  Christie's  catalog  for  the  Nov.  10  Ganz  auction 
that  affords  a  brief  peek  at  the  process  and  helps  explain 
how  Christie's  got  the  sale.  Christie's  only  admits  to  "a 
direct  financial  interest"  in  the  collection.  In  other  words, 
it  effectively  bought  the  paintings  it  auctioned  off,  or  at 
least  a  big  piece  of  them.  Christie's  won't  say  how  much, 
but  it  is  understood  to  have  bought  an  undisclosed  stake 
in  the  sterling  collection  of  Picasso,  Rauschenberg  and 
Jasper  Johns  masterpieces  for  over  $125  million. 


es 


Sweet  dreams 

The  frantic  bidding  had 
slowed,  and  after  a  long  pause 
Christopher  Burge  slammed 
down  the  gavel,  selling  Picas- 
so's "Le  revc"  for  $48.4 
million.  The  painting  was 
undoubtedly  the  star  of 
Christie's  Nov.  10  blockbuster 
sale  of  the  Ganz  collection. 


The  1932  portrait  of  Picas- 
so's 22 -year-old  mistress 
Marie-Therese  Walter  was 
painted  by  the  artist  in  a  fit  of 
fevered  inspiration  on  the 
afternoon  of  Jan.  24,  1932. 
Charged  with  eroticism  and 
spontaneity,  it  is  also  technical- 
ly master  fill.  The  colors  are  so 
rich  they  look  freshly  painted, 
and  the  corners  of  delicate 
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brushwork  prove  Picasso  had  a 
hand  to  match  his  eye.  Critics 
of  the  day  hailed  it  almost 
immediately,  but  who  could 
have  dreamed  that  this  paint  on 
canvas  would  one  day  be  wordi 
a  king's  ransom.^  Certainly  not 
Victor  and  Sally  Ganz,  who 
paid  New  York's  Meric  Gallery 
$7,000  for  it  in  August  of 
1941.  -Robert  GoFF 
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1  Then    there    were 

2  the  glittering  trinkets. 
I  Christie's   spent   in 
I  excess  of  $150,000 
i  to    produce    a    fat 
g  coffee-table        book 

>  memorializing  Victor 
f  and  Sally  Ganz,  the 

>  proceeds  to  go  to  a 
favorite  Ganz  charit)'. 
This  was  just  a  small 
part  of  Christie's 
marketing  and 
public  relations 
blitz  intended  to 
assure  that  it  recouped  its 
whopping  in\estment.  For 
instance,  Christie's  sent 
out  hundreds  of  sets  of 
high-qualit}'  transparencies 
and  lightboxes  for  viewing 
them  to  well-known  col- 
lectors. The  $100  Ganz 
coffee -table  book  was 
given  away  to  likely  bid- 
ders, like  chocolate  mints. 

Christie's  took  out  two 
full-page  ads  in  the  New 
York  Times'  front  section, 
outside  the  art  pages.  It  all 
paid  off  ro)'ally,  at  least  for 
the  Ganzes — a  $206.5 
million  payday  for  the 
evening  sale,  including  the  10% 
buyer's  premium. 

Competition  for  the  Sharp  collec- 
tion was  equally  gloves-off,  starting 
with  teams  of  mournful  emissaries 
from  both  Christie's  and  Sothcbv's  at 
Evelyn  Sharp's  memorial  service  in 
May.  Such  obsequies  when  an  impor- 
tant collector  dies  are  now  part  of  the 
process. 

Christie's    is    believed    to    have 
offered   the   Sharp    heirs   a   highly 
unusual  outright  purchase  of  around 
$50  million  cash  for  the  37  paintings  that  Sotheby's  ulti- 
mately ended  up  guaranteeing  at  auction. 

But  Sotheby's  trumped  Christie's  by  promising  the 
Sharp  executors  a  guaranteed  minimum  of  close  to  $55 
million  plus  the  lion's  share  of  anything  aboxc  that.  To  put 
it  in  perspective,  that  was  higher  than  any  published  low 


TAKE  THAT! 


We're  not 
saying 
anything's 
amiss,  but 
then  nobody 
said  Caesar's 
wife  did  any- 
thing wrong. 


Christie's 

a.k.a  "Shifties" 

Promoters 

Joseph  Lewis,  British-born, 

Bahama-based  currency 

trader,  owns  28%. 

Christie's  toughened  up 

after  Lewis  joined  camp. 

Manager 

CEO  Christopher 
Davidge. 
Blue-collar  boy 
makes  good. 

Weight 

Auction  sales:  $908  million 
(6  mo.  '97). 

Height 

Earnings  aftertax:  $21  million 
(6  mo.  '97). 

Age 

231  years  old. 

Reach 

119  offices  and  19 
salesrooms  in  41  countries. 

Glass  jaw 

If  they're  doing  so  well,  why 

aren't  they  making  more 

money? 

Low  blow 

Boosted  1991-92  market 

share  by  lumping  nonauction 

sales  with  auction  sales. 

Knockout  punch 

Christopher  Burge,  pound  for 

pound,  the  world's  deadliest 

auctioneer. 

Arena 

Expanding  to  Rockefeller 
Plaza  in  fall  1998 


Sotheby's 

a.k.a.  "Otherby's' 

Promoters 

A.  Alfred  Taubman, 
owns  63%  voting  rights. 
He  likes  to  go  a  few 
rounds  himself  in  the 
morning. 

Manager 

CEO  Diana  (Dede) 

Brooks. 

Yalie  brings  shrewd  nose  for 

money  to  bunch  of  aesthetes. 

Weight 

Auction  sales:  $858  million 
(6  mo.  '97). 

Height 

Earnings  after  tax;  $25.6  mil- 
lion (6  mo.  '97).* 

Age 

253  years  old. 

Reach 

110  offices  and  19 
salesrooms  in  46  countries. 

Glass  jaw 

In  the  last  2  years  4  senior 
aesthetes  left  to  pursue 
careers  as  dealers. 

Low  blow 

Suspected  of  leaking  news  of 
Christie's  Ganz  coup,  spoiling 
its  p.r.  bonanza. 

Knockout  punch 

Superb  handling  of  1996 
Jackie  0  auction  got  Sothe- 
by's its  best  p.r.  ever. 

Arena 

Plans  to  expand,  by  6  floors, 
on  top  of  current  building. 


Rematch 

Either  house  would  score  by  getting  the  Niarchos  collection,  which 

includes  "Self-Portrait:  Yo  Picasso,"  which  sold  for  nearly 

$50  million  in  the  late  1980s. 


*  before  nonrecurring  charges 


Meanwhile,  the  Christie's  people  are  getting  a  lot  of 
amusement  from  the  publication  oi'  S()tl.n-h\\<::  TIjc  hisidc 
estimate  on  the  guaranteed  paintings,  and  most  onlookers      Story  by  Peter  Watson,  a  book  that  details  the  timi's  acqui- 
considered  those  estimates  way  too  high  in  the  first  place. 
Christie's  gave  up  at  that  point — and  rightly  so.  Sothe- 
by's had  overreached.  Nomithstanding  the  fine  selection  of 
Modiglianis,  Picassos  and  Chagalls  in  the  Shaip  sale,  two- 
thirds  of  the  works  didn't  hammer  down  even  for  die  low- 
estimate  or  more.  The  net  result  was  a  lot  of  red  ink  for 
Sotheby's — at  least  $2.8  million,  and  possibly  double  that. 


escence  m  smuggling  art\\orks  out  of  Italy  and  India  for 
sale  in  London.  Heads  rolled  at  Sotheby's  London  office 
after  the  recent  publication  of  the  book  in  England.  It  is 
due  out  here  this  winter. 

But  the  rivalry  is  hot  everywhere.  In  Japan  the  two 
houses  vied  for  the  right  to  resell  the  "Portrait  of  Dr. 
Gachet"  by  Vincent  van  Gogh.  Christie's  sold  the  splen- 
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lie. 


did  painting  for  a  record-breaking  $82.5  mil- 
lion to  Ryoei  Saito,  a  Japanese  real  estate 
mogul,  who  died  in  1996. 

When  the  Saito  family  (and  the  bank  that 
had  later  lent  against  it)  decided  to  sell  "Dr. 
Gachet"  a  short  while  later,  Christie's  report- 
edly offered  $70  million  for  the  painting,  but 
lost  out  to  Sotheby's,  which  paid  the  family 
and  banks  a  multimillion-dollar  fee  for  the 
exclusive  right  to  sell  it  privately. 

That's  typical  of  the  way  both  auction 
houses  are  branching  out  into  private  dealing 
for  hot  properties  and  other  nonauction  busi- 
ness ventures.  "Now  you  have  them  doing 
everything — art  galleries,  real  estate,  financ- 
ing," marvels  Gerald  Stiebel,  a  principal  in 
the  New  York  gallery  Rosenberg  &  Stiebel. 

To  add  some  glitter  to  its  private  deahng, 
Christie's  last  year  paid  almost  $1  million  for 
a  swank  Manhattan  town  house  where  it  can 
entertain  its  private  clients.  For  its  part,  Sothe- 
by's has  gone  deeper  into  private  dealing  by 
buying  two  commercial  galleries:  venerable 
Andre  Emmerich  Gallery  and  the  avant-garde 
Deitch  Projects  Gallery  in  SoHo. 

This  aggressive  private  dealing  raises  a 
good  many  eyebrows.  It  is  something  neither 
house  would  have  done  in  the  past.  If  you 
bring  a  painting  to  an  auction  house,  you 
expect  a  reasonable  appraisal.  What  if,  how- 
ever, the  auction  house  is  holding  a  similar 
painting  that  it  is  attempting  to  unload  pri- 
vately? We're  not  saying  that  either  house 
would  put  its  own  inter^-st  ahead  of  the 
client's,  but  then  nobody  said  Caesar's  wife 
actually  did  anything  wrong.  tM 
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I  London  and  Milan  may  be  the  menswear 
■  capitals  of  the  world,  but  a  lot  of  savvy  dressers  are 
Jl  turning  to  Naples.  Yes,  Naples. 

""  See  Naples  and  dress 

By  G.  Bruce  Beyer 

At  the  Kiton  tailored  clothing  factory  in  the  suburbs  of 
Naples,  owner  Giro  Paone  is  particularly  concerned  about 
his  tailors  on  the  days  when  the  local  soccer  team  plays.  Fans 
and  followers  of  the  team,  they  get  a  tad  excitable. 
So  he  asks  them  to  just  sew  in  the  coat  linings  that  day.  It's  not  so 
complicated  and  doesn't  call  for  intense  concentration.  The  more 
delicate  collar  and  armhole  work  can  wait  until  the  match  is  over. 

Naples  is  not  Milan.  It  doesn't  have  Milan's  Via  Monte- 
napoleone,  one  of  the  world's  most  fashionable  streets.  It  doesn't 
have:  Valentino  and  Armani,  Dolce  &  Gabanna,  Etro,  Truzzi,  and 
on  and  on.  But  Naples  does  have  skilled  Italian  craftsmen  and 
around  them  a  fashion  revolution  is  brewing. 

Here,  artistry  is  taken  very  personally,  and  aristocratic  hand-tailor- 
ing has  long  been  considered  high  art,  handed  down  for  centuries. 
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Walter  is  7,1  years  old  and  has  a  net  worth 
of  $1.68  million. 


So  why  is  Merrill 
recommending 
he  start  an  IRA? 


IT'S  NOT  FOR  HIM. 
After  speaking  with 
Merrill  Lynch,Walter  decided 
to  give  $2,000  each  year  to  each 
of  his  children  and  grandchildren. 
They  can  use  his  gift  to  start  or 
contribute  to  Roth  IRAs,  provided 
they  have  earned  income.  This  allows 
Walter  to  help  his  loved  ones  get  an  early 
start  on  their  retirement  savings. 

By  beginning  to  save  at  18,  for  instance, 
someone  stands  to  retire  with  more  than  double 
the  savings  they  would  accrue  by  starting  at 
28.  That's  one  reason  parents  of  all  ages  may 
want  to  help  their  children  open  Roth  IRAs. 


But  it  may  not  be  the  right  move  for 
everyone.  Let  one  of  the  13,000  Financial 
Consultants  at  Merrill  Lynch  help  you  decide 
the  best  plan  for  you  today.  It  could  make 
a  tremendous  difference  to  you  and  yours 
tomorrow. 

The  difference  is  Merrill  Lynch. 


Call  1-800-MERRILL,  ext.  2812  or 

www.plan. ml.com/zine/ tax/ 
for  your  free  Strategic  Guide  to  the  Taxpayer  Relief  Act  of  1997. 


Merrill  Lynch 


This  scenario  assumes  that  a  person  contributes  $2,000  ever)-  January  2  tor  4S  years  instead  of  .^"^  vears  and  achieves 
an  8%  rate  of  return.  ©1997  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated.  Member  SIPC 
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Suits  me  fine 

Buying  a  Neapolitan  suit  is  a 
little  bit  different  from 
buying  the  sharp-edged  suits 
of  Northern  Italy's  high-tech 
factories — a  little  bit  shaggi- 
er, Uke  the  city  itself.  Here 
are  some  of  the  distinguish - 
mg  features  that  make  a 
Neapolitan  suit  the  perfect 
uniform  for  La  Dolce  Vita. 

^  Lightweight  canvas.  The 
Neapolitans  have  little  use 
for  air-conditioning,  but  they 
still  insist  on  wearing  jackets 
in  the  sultriest  summer 
weather.  As  a  result,  they 
need  a  suit  that  breathes. 
The  lighter  canvas  interUn- 
ings  are  loosely  sewn,  not 
bonded  or  fused,  so  the 
cloth  conforms  to  the 
wearer's  body  in  an  intimate 
sort  of  way.  A  more  tighdy 
engineered  suit  favors  its 
own  shape,  not  its  owner's. 

►  High  armhole,  large 
sleevehead.  The  tailors  in 
Naples  beheve  a  higher, 
closer  fitting  armhole  and  a 


larger  upper  sleeve  are  more 
liberating  and  more  comfort- 
able. The  effect  is  called 
"grinze,"  which  refers  to  the 
pleated  sleevehead — the 
point  where  the  shoulder  and 
sleeve  meet.  This  can  be  off- 
putting  to  those  who  think 
the  hallmark  of  good  tailor- 
ing is  seamlessness.  In 


Naples,  they  find  this  laugh- 
able. Traditional  hand-sewing 
lets  the  tailor  position  the 
additional  folds  of  cloth  into 
the  smaller  armhole,  so  it's 
got  a  supple  gi\'e  when  the 
arm  moves.  Most  mass  man- 
ufacturers couldn't  hope  to 
duplicate  this  nuance.  Far 
firom  being  a  vulgarity. 


custom  tailors  consider  the 
effect  one  of  the  more  ethe- 
real beauties  of  the  art. 

^  Rounded  chest  expres- 
sion. The  Neapolitans  like  to 
give  the  upper  part  of  their 
jackets  a  pleasing  swelling. 
Makes  a  gu\'  feel  good.  They 
also  favor  a  slightly  higher 
notched  lapel  and  a  fitted 
waist.  They  call  that  effect 
"la  bella  figura,"  and  they 
will  go  to  any  lengths  to 
achieve  it. 

W'  Rounded  back.  Along 
with  the  shaping  of  the  chest 
and  w'aist  in  fi-ont,  the 
Neapolitan  tailors  tend  to 
put  a  bit  more  cloth  in  the 
back  of  the  coat.  So  at  the 
widest  expanse  of  the  back 
and  in  the  "blades,"  the  area 
direcdy  under  the  armhole, 
there's  a  kind  of  fleshiness  to 
the  jacket.  The  extra  cloth 
lends  a  tapered  effect  to  the 
waist  and  gi\es  the  whole 
garment  a  shapely  symmetry, 
while  it  fi'ees  the  wearer  to 
pursue  la  ragazza  across  la 
piazza.  -B.B. 


And  here  some  of  the  world's  best-dressed  men  are 
coming  for  their  hand-tailored  suits.  The  "factories  of  tai- 
lors" in  and  around  Naples  that  produce  suits  for  compa- 
nies like  Kiton,  Isaia  and  Luigi  Borrelli  are  thriving  today 
as  they  haven't  in  years.  "In  the  suburb  of  Naples  called 
Casalnuovo,  at  least  one  member  of  every  family  in  town 
is  a  tailor,or  a  shirtmaker,  and  has  been  for  generations," 
says  Andrew  Tanner,  who  represents  Isaia,  one  of  the  top 
makers  of  haiid-sewn  men's  tailored  clothes  in  Italy. 

"The  Neapolitans  have  this  romantic  feeling  for 
clothes,  and  for  the  history  of  styling,  which  ultimately 
for  them  becomes  even  more  important  than  consistency 
of  construction,"  says  San  Francisco's  Wilkes 
Bashford,  whose  clothing  store  of  that  name  is 
considered  tlie  West  Coast's  most  sophisticated. 

Not  that  Naples'  "sartoria" — the  expensive 
handmade  suit — doesn't  take  some  getting  used 
to.  Almost  any  truly  handmade  garment  can  be 
just  a  bit  quirk)^  Don't  expect  the  knife-edge 
creases  of  the  North.  The  Neapolitan  ideal  is 
quite  the  opposite:  softer,  more  relaxed,  closer 
to  the  body,  yet  drapier.  Shoulders  tend  to  slope 
a  bit  more,  the  sleeve-head  is  larger  and  more 
comfortable,  the  chest  piece  is  light  and  soft, 
which  causes  die  jacket  to  "break"  slighdy.  The 


In  Naples 
they  still  say, 
''It's  a 
15-hour 
coat,"  or, 
"It's  a 
3-hour 
trouser." 


Neapolitans  like  the  greater  comfort  of  side  vents,  while 
the  A'lilanese  have  for  decades  favored  vendess  backs. 

Prices  for  a  ready-made  suit  begin  at  around  $1,600 
for  Isaia  and  top  out  at  $3,500  for  Kiton. 

Giro  Paone,  president  of  Kiton  for  the  past  35  years, 
has  modernized  the  company  by  bringing  together  many 
great  tailors.  There's  little  modern  technology'  used  in  the 
suit  itself,  but  such  tasks  as  arranging  global  shipments 
and  tracking  the  orders  are  performed  by  computers 
every  bit  as  up-to-date  as  Milan's.  But  in  Naples  they  still 
talk  about  garments  in  terms  of  hours:  "It's  a  15-hoiir 
coat,"  they'll  say,  or,  "It's  a  3-hour  trouser."  In  the  time 
it  takes  a  tailor  to  sew  the  1 5  bar  tacks  on  a 
handmade  pair  of  trousers,  a  liigh-tech  factory 
can  churn  out  a  thousand  suits. 

Neapolitan  st\\c  is  about  public  spectacle  and 
showiness.  The  balmy  weather  of  the  South 
beckons  residents  outside,  into  the  streets  and 
piazzas.  Accordingly,  Naples  makes  its  suits  for 
strutting  and  sauntering.  The  Neapolitan 
renaissance  owes  less  to  Naples  than  to  the  rest 
of  the  world,  which  is  just  starting  to  catch  up 
w  ith  Naples'  blessedly  backward  ways.  You 
might  not  \\'ant  to  \\\c  that  way,  but  if  you  can 
afford  it,  it's  an  awftill)'  nice  way  to  dress.       Hi 
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There  are  people  who  prefer  not  to  stand  out. 
At  any  price. 

Ref.  1H68  Destriero  Scafusia.  suggested  retail  price: 
18-karat  rose  gold  $350,000 


IWC 


5^  /d'ojf 


4075  Williant  I'ciiii  Highway.  Moiiroevitlc,  Joniici  Plaza 
Tel.  411-372-0727.  Fax  412-372-2854 


For  complete  catalog  please  call  (800)  432-'J330 


IbIiC 


A  great  way 
to  kick  off 
a  party 


Si. 


You  PROBABLY 

ha\'en't  seen  artist 
Rory  Kotin's 
work — unless  you've 
been  invited  to  a  Christmas 
party  by  George  Bush  or  Bill 
Blass  lately.  Kotin  is  a  calligra- 
pher,  someone  who  practices 
the  ancient  art  of  fancy  hand- 
writing. The  Chinese 
have  practiced  it 
devotedly  for  thou- 
sands  of  years,  but  it's 
/yr*  I  lately  been  enjoying  a 
L_-A^L_^>^  new  vogue  as  a  splashy 

way  to  kick  off  a  holiday  fete. 
With  computerized  type  and 
laser-jet  printers  bringing  down 
the  cost  of  fancy  t^'pography,  cal- 
ligraphy is  an  expensive  way  to 
fight  progress.  But  that's  just  the 
point.  Getting  an  invi- 
tation done  by  Kotin 
tells  you  that  this  isn't  just 
an  ordinary  party.  "It  sets 
the  tone,"  says  Kotin,  who  has 
been  practicing  calligraphy  for 
14  years.  "People  seem  to  keep 
the  inxdtations  after  the  event." 
Envelopes  start  at  about  $3 
for  three  lines,  while  place  cards 
rim  around  a  dollar  apiece, 
depending  on  how  ornate  you 
like  your  script  and  the  quality 
of  the  paper  stock. 

One  of  the  nice  things  about 
calligraphy  is  that  each  calligra- 
pher  has  a  distinctive  script,  so 
it's  worth  sur\'eying  the  land- 
scape before  you  hire  one.  If 
you  want  to  see  samples,  try 
calling  a  local  guild  like  the 
Society  of  Scribes  in  New  York 
or  Friends  of  Calligraphy  in  San 
Francisco  (most  major  cities 
have  local  guilds). 

Whatever  you  do,  avoid  cal- 
ligraphers  with  computers. 
"Computers  never  get  the 
expressiveness  of  calligraphy," 
says  Mary  Anne  Wolfe,  who 
runs  workshops  at  the  Society' 
of  Scribes.  "The  best  calligra- 
phers  love  to  create  letters 
themselves."    -Ben  Pappas  IB 
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I  asked. 


heavier  out  here." 

"You  can  tell?" 
amazed. 

"Oh,  yeah,"  nodded  Gris- 
wold.   "Wetter.  Wetter  air 


■  Charlie  Griswold  decided  to  live  his  dream.  He  chucked 

■  his  job  and  took  up  golf  full  time.  There's  no  happy  ending 
L<  yet,  but  he  has  no  regrets. 

I  Doing  what's  in  your  lieart 

By  Jessica  Maxwell 

It  wasn't  raining,  which  is  a  rarity  for     fy  for  the  Nike  Tour,  and  so 
Oregon  in  October,  but  the  air  still      far  it  had  been  a  humbling 
carried  a  heavy,  wet  autumn  load.  My      experience.   His  shots  had 
golf  coach  and  I  had  been  paired      been  landing  short  because, 
with  a  brother  twosome,  Charlie  and  Ed     as  he  said,  "the  air's  a  lot 
Griswold,  at  Portland's  Pumpkin  Ridge 
Golf  Club.  In  1996  Tiger  Woods  won  his 
third  U.S.  Amateur  Championship  on 
that  course  and  Nike  made  him  their 
famous  $40  miUion  endorsement  offer. 

Charlie  was  teeing  up.  The  taller  and     really  slows  the  ball  down, 
lankier  of  the  two,  he  addressed  the  ball      Arizona  air's  so  dry." 
with  a  giraffe-like  stance  that,  frankly,  Charlie  Griswold  studied 

didn't  suggest  exceptional  skill.  Then  he  the  game  seriously  as  a  boy 
made  contact.  With  an  explosion,  the  ball  and  had  even  played  some 
took  off  laser- straight  into  the  blue  sky  and  team  golf  m  high  school,  but 
stayed  there  with  Michael  Jordan  hang-  he  pretty  much  chucked  it 
time  until  it  landed  seemingly  hours  later 
at  some  unseen  point  down  the  fairway. 

"Do  you  always  hit  the  ball  Uke  that.''" 
I  blurted. 

"Well,"  Charlie  replied  almost  apolo- 
getically, "I'm  a  golf  pro." 

He'd  been  one,  it  turned  out,  all  of  six 
months.  In  March  of  1997  Charlie  Gris- 
wold decided  to  live  the  dream  and  turn 
the  game  he  loves  into  his  vocation. 

Life  had  helped  him  some,  in  ways  both 
good  and  bad.  His  marriage  was  over.  His  ously — as  a  golfer  and  as  a 
daughter  was  grown.  His  career  as  a  golf  designer.  I  started  playing 
course  architect  had  hit  an  unfulfilling  much  better  golf  just  by 
impasse.  And  he  was  about  to  turn  45.  In  being  that  close  to  the  man." 
all  this  gloom,  golf  was  a  bright  spot  for  Griswold  had  done  well 

liim.  That  spring  he  won  the  club  champi-      with  Nicklaus  and  put  some 
onship  at  tiie  Arrowhead  Country  Club  in      money  away  that  he  invested 
Glendale,  Ariz.  Then  he  went  on  to  win      wisely.  He  was  even  making  a  littie  money 
the  amateur  division  of  the  Arizona  Golf     on  the  tour. 


until  1992.  By  then  his  train- 
ing as  a  landscape  architect 
had  taken  him  to  a  job 
designing  golf  courses — first 
with  Jack  Nicklaus,  then  on 
his  own  in  Scottsdale. 

The  Golden  Bear  helped 
change  the  way  he  thought 
about  golf.  "I  was  getting  so 
close  to  someone  who  obvi- 
ously took  his  life  very  seri- 


Association  Classic  and  finished 
as  a  semifinalist  in  die  state  ama- 
teur competition. 

"I  figured  it  was  now  or 
never,"  said  CharHe. 

Griswold  has  been  playing 
the  Western  States  Tour  since 
March.  His  goal  is  to  make  the 
Senior  Professional  Golf  Associ- 
ation Tour  when  he  turns  50. 
To  tell  the  truth,  Griswold  isn't 
even  close,  and  he  knows  it.  He 
was  in  Portland  trying  to  quali- 


The  ban 
took  off 
laser-straight 
and  stayed 
there  with 
Michael 
Jordan 
hang  time. 


"I  just  came  out  one  day 
and  said  Tm  doing  this,  not 
looking  for  anyone's  approval 
anymore.  Being  the  youngest 
of  six,  it  was  always  important 
to  feel  accepted  and  one  of  the 
group.  Basically,  I  learned  the 
importance  of  doing  what's  in 
your  heart." 

By  1995  he'd  quit  his  job 
and  was  working  on  his  game 
six  to  eight  hours  a  day  In  ret- 
rospect, decidmg  to  follow  his 
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dream  was  the  easy  part.  "Being 
a  pro  golfer  is  an  emotional  roller 
coaster.  One  day  you  play  well, 
the  next  day  you  just  don't,  and 
for  no  particular  reason  you  can 
fathom.  I've  got  a  psychologist. 
I've  discovered  I  have  a  lot  of 
anger  and  frustration  that  never 
had  a  vehicle  for  expression  be- 
fore. I've  been  a  complete  ass  on 
the  course,  throwing  clubs  and 
swearing." 

We  were  now  on  the  5th  hole, 
which  is  flanked  by  one  of  Pump- 
kin Ridge's  many  creeks.  He  sank 
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a  perfect  6-foot  putt.  "See,  it's  all 
attitude,"  said  Griswold  with  a 
grin.  But  by  the  9th  hole,  consid- 
ered by  experts  to  be  the  toughest 
in  the  state,  his  game  faltered.  His 
long  game  fell  short  again. 

But  then,  redemption.  When 
his  drive  shot  out  straight  and 
true,  easily  clearing  Ghost  Creek, 
he  threw  his  head  back  and  \dpped 
triumphantly. 

In  the  end  he'd  managed  to 
finish  even  par,  and  at  that 
moment  the  Nike  Tour  seemed 
within  reach.  ^m 


S  Of  Kirk  Douglas'  75  films,  Loneh  Are  the 
C   Brave  remains  his  favorite.  It  is  not  hard  to  see 
B  why.  The  hoary  cowboy  myth  of  the  rugged 

individual  versus  straitjacket  society  calls  forth 
one  of  Douglas'  best  performances  as  the  irre- 
pressible Jack  Burns.  Ironically,  Douglas  had  to 
make  a  principled  stand  of  his  own  before  he  got 
to  ride  his  trust}'  horse  \Vhiske\'  across  a  highway 
of  madly  honking  cars  in  a  desperate  dash  for 
freedom. 

Universal  Studios  hated  the  concept  from  the 
start,  forcing  Douglas  to  exercise  a  contract 
clause  that  allowed  him  to  force  through  a  "dis- 
approved picture"  if  its  budget  remained  under 
$3  million.  Good  call.  Kirk.  Edward  Abbey,  the 


cragg}'  Western  novelist  on  whose  book.  The 
Brave  Cojvhoy,  the  mo\-ie  is  based,  conceded  that 
Dalton  Trumbo's  screenplay  improved  his  story, 
especially  the  dialogue.  You  can  hear  w  hat  Abbey 
was  raNang  about  when  Douglas,  stuck  in  jail, 
grouses:  "I'm  so  hungry,  every  time  I  take  a  deep 
breath  my  stomach  squeaks  like  a  wet  balloon." 

The  film  draws  on  solid  performances  from 
Gena  Rowlands  and  from  Walter  Matthau  as  the 
lawman  torn  bet^veen  respect  for  his  adxersary 
and  dut)'  to  the  law,  a  wry,  wisecracking  precursor 
to  the  role  Tommy  Lee  Jones  mastered  in  1993's 
The  Fiijjitive.  Douglas  exudes  his  singular  dimpled 
charm,  whether  he's  placating  a  barmaid  or 
sweet-talking  his  horse.  His  choicest  emotions  are 
reserved  for  Rowlands,  his  friend's  wife  and  die 
object  of  Douglas'  affections. 

As  worked-o\er  as  this  myth  has  gotten,  Dou- 
glas still  manages  to  make  his  boots-and-leathcr 
existentialism  achingly  poignant.  "They  got 
fences  that  say  this  side's  jail,  diat  side's  a  street; 
or  here's  .\rizona,  that's  Nevada,"  nxangs  Dou- 
glas, who  really  hates  fences  a  lot.  Rowlands 
explains  patiently  why  it  is  only  prudent  to 
respect  the  conventions  of  private  propertA' — cnh- 
erwise  you  lose  everything.  "You  alwavs  keep 
something,"  shoots  back  Douglas.  Yeah,  like  this 
wonderful  picture.  -Bhn  r.\rr.\s  Hi 
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Receive  Value  Line 
for  only  $^S:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey  brings  you  the 

2000-page  Investors  Reference  Library— Value  Line's  most  recent  Ratings  and  Reports 

on  1700  stocks  and  the  practical  guide  How  to  Invest  in  Common  Stocks.  You  will  also 

receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for  5^  $55.  Available  only 

once  every  three  years  to  any  household.  SPECIAL  BONUS:  J.K.  LASSER'S  YOUR 

INCOME  TAX  1998.  Called  "winner  and  still  champion"  by  Smart  Money  Magazine,  this 

year's  edition  of  the  #1  best-selling  tax  guide  covers  all  the  latest  changes  in  the  new  tax  law 

—  from  lower  capital  gains  rates  to  education  savings  accounts  and  more!  It's  packed  with 

real-life  examples,  filing  pointers,  tips  on  avoiding  pitfalls,  and  money-saving  planning 

strategies.  Value  Line  subscribers  also  get  a  $15  rebate  on  the  popular  and  practical  tax 

sofhvare  -  Turbo  Tax  Deluxe.  Plus,  you'll  get  a  free  update  supplement  with  forms  for  filing 

^(A  $14.95  value;  yours  free  with  your  subscription— while  supplies  last.)  Free  with  your  tnal 

subscription.  Your  subscription  may  be  tax-deductible;  consult  your  tax  advisor.  Send  check  or 

money  order  along  with  name,  address  and  zip  code  together  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

^  Ext.  2903  Dept.  216WH15Anierican  Express,  MasterCard,  Visa  ot  Discover  24  hours  a  day  7  days 
a  week.  If  you  are  not  completely  satisfied  return  all  materials  in  good  condition  witfiin  30  days 
"■      from  the  start  of  your  trial  subscription  for  a  full  refund  of  your  fee.  Allow  4  weeks  for 
delivery.  Foreign  rates  upon  request,  www.valueline.com 

The  Value  Line  Investment  Survey® 

^  PC  Box  3988,  New  York 

NY  10008-3988 


business  opportunities 


irS  FRESH! 


•  Freshest  Gournnet  Nachos 

•  Cooked  to  Order  Wraps;  Fresh  Fruit 

Smoothies;  Churros  &  Sopaplllas 


IT'S  HOTJ 


•  Featuro  Article  on  Nach-0  Fast  in 
Forbes  IVtagazine.  April  7,  1997 

•  Over  200  Franchises  Sold  to  date 

•  Simple  Operation 

irS  AVAILABLE! 

•  Low  Fees  and  Startup  Costs 

•  Opportunities  Available  Nationwide 

•  Check  out  our  website  at 

wvvw.nachofa3t.com 

For  franchising  information,  call 

1-8884-N  Actios 

1-888-462-24S7  or  1-801-293-0199 


business  opportunities 


I  MADE  OVER  $1,000,000 
LAST  YEAR... 


...  In  A  Zero  Stress,  Relaxed,  Ideal 
Lifestyle,  Simple,  Home-Based 
Business!  Now  I  Want  To  Teach  2 
Highly  Motivated  People  In  Your 
Area  My  "Turn-Key"  System.  Free 
Info-Pak  -  (888)  490-4989, 24  Hrs 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 

BEST  ASSET  PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVI,  Cayman 

Far 

Trusts,  bank  &  Seciiriries  Accts.       ^"^  '"(/p 

Credit  Cards  ^^75 

Visa/MC/Amex  ^""P'ete 

(800)551-9105        U^voSal 


hrrpi/Avww.slcysurf-com/ucs 


COmfO»*TI   »■' 


$350,000-(-h  Potential 
Annually  FROM  HOME 

S.'^.SOK  and  more  passible  annually  from  one-time 
slart-up  of  less  than  SIOK.  $75K  potential  1st  few 
months.  Two  year  old.  global  company, 
break-through  product  and  market  structure. 
Work  from  wherever  you  have  phone,  fax.  No 
inventory  or  selling  experience  required.  No  meet- 
ings, noi  MLM.  Call  now— 1-800-432-0018 
x52S2  for  24  hour  2  minute  message. 


financial  services 


ASSET  PROTECTION 

& 
OFFSHORE  BANKING 


We  show  you  "How  To" 

create  a  financial  fortress  that 

will  protect  your  wealth  with 

complete,  tested  and  secure 

privacy,  including: 

Confidential  Banking, 

Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 

International  and  US  Funds, 

Overseas  and  Domestic 

Brokerage  Services 


Call  us  today:  800-266-821 1 

Merrill,  Scott  &  Associates 

http://www.merrillscott.com 


business  opportunities 


OFFSHORE 


Private  Bank  for  Sale 

call  for  FREE  report!!! 

Call:  800-733-2191 

Worldwide  Business  Consultants 


FOR  SALE  BY  OWNER 

Conv.  Stores  *  Rest. '  Motels  *  Nurseries  ' 

Nursing  Homes  *  Personal  Serv.  *  Auto 

Serv  •  Mfg.  •  Whsle.  Dist.  •  Florist  * 

ChUdcare  '  Misc.  RetaU  '  Transp  * 

Constru.  •  Pet  Facimy  *  From  50K 

LET.  ON  FIN,   QUALIF.   REQ'D. 

WORLDWIDE 
800-240-7355 
850-233-1680     fri 


INCORPORATE  IN  DELAWARE 


Speddists  in  setting  up  Detowore  CorponriJons.  General,  Aitcnift, 
Boat  &  Shelf  Corporations.  Cal  H  write  for  oui  fltff  XfTl 


ifMtlf  $myk0  for  a 
nd,  nascaabh  raft. 

3511  Sil¥efSi(ieRd,#10MB»  Wilmington,  DE  USA19810 

302-477-9800  •  80O32K0RP'  FAX  302-477-9811 

E-ndl:  cotp@del(eg.com  •  litMMt:  http://delreg.co(n 


educational  services 


Universitv  Deqree: 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctor 
Emphasis  in:  Business  Admin.  Public  Adrr 
Health  Care  Admin,  Human  Resources. 
Finance.  International  Business.  Tech  Mgr 
Law,  Paralegal,  Psychology  Call  for  brocJn 
(800)  477-2254  (24  hrs) 
Southern  Califomia  University 
for  Professional  Studies 
1840  E.  17  St-F,  Santa  Ana,  CA  92705 
http://vwvw.scups.edu 
Email:  enroll@scups.edu 


Fr 
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GET  A  COLLEGE  DEGRE 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Includin 
graduation  ring,  transcripi 
diploma.  Yes,  it's  real,  lega 
guaranteed  and  accreditee 
1-800-689-8647, 24/hours. 


COLLEGE  DEGREE 

BACHELOR'S  •  MASTER'S  •  DOCTORATE 

For  Work.  Life  and  Academic  Experience 

Earn  your  degree  through 

convenient  home  study 

(800)  423-3244  ex.185 

Fax:(310)471-6456 

send  detailed  resume  for  FREE  EVALUATION 

Pacific  Western  University 

1210  Auahi  Street,  Dept.185.  Honolulu.  HI  96814  4ft 
ht1p:'/www.pwu-hi,edu 


University  Degrees 


Our: 

W 
Mini 

I 


FREE  Video  or  CDROM 


Bachelor  •  Master  •  Doctor  •  Law 

Lowest  Tuition  •  Accteifited  •  CiedHs  foi  Ufe/Worii  ExperioE 
Columbus  University 

Specialists  in  Distance  Education 


24  hrs  1-888-896-1227 


www.CDluitibusU.cM 


EARN    $128,000    MORE 


And  Free  Otter 

New  research  by  the  UK  Inst,  of  Fiscal  Studies  show 
graduates  earn  15%  nnore  over  a  lifetime.  Did  you  kno» 
that  100s  ol  UK  &  US  universities  now  award  degree 
by  post  -  sometimes  instantly'  Save  time  &  monej 

Find  gut  whal's  on  otter  first. 

ItFree  CV  &  Life  Experience  evaluation  offerlj 
For  more  intomalion:  Fax  (Depl  Ml/3)  on 

*44  1481  832515  or  write  to 

(Dpi  Ml/3)  PO  Box  9.  Sercq.  Guernsey.  GB 

Email  106123.3540@compusenie.com 


CAPITALIST  TOOL' 


..reach       the       affluent 


Fbrbes 
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Franchise 

your  business! 

Call  for  information  about 

"Franchise  Your  Business     seminars, 

or  information  on  franchising. 

Ffoncorp^   ,, 

Sptelallalt  In  Frtnchitt  O^vttopmtnt  '"  ^ 

1-800-FRANCHISE  (1-800-372-6244) 


executive  gifts 
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Back  pain? 


Based  on  the  Alexander 

Technique,  PostuiEvolution  is  not 

simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 

And  good  posture  can  lead 

to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


to 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 

U.S.  Government  Printing  Office 

Office  of  Marketing — SM 

Washington,  DC  20401 


executive  gifts 


Buffalo  -  The  Flavor  of 
the  New  West! 

Cornfed  and  naturally  aged.  L'SDA  inspected. 
Lower  in  calories,  fat  &  cholesterol  than  beef, 
chicken  &  most  fish.  But  it's  the  mouthwatering 
taste  that  will  make  you  a  buffalo  aficionado! 

FREE  CATALOG 

1-800-BUY-BUFF  -  mention  code  JLOI 76 

(  I  • « (J  (I  - :  K  9    : 8  3  3 ) 

I The  Sampler  (#6008)  Only  $69.95 1 

f^our  8  oz  Sirloin  Steaks:  four  5  oz.  Buffaio  patties. 

4  Buffdogs.  1  lar  Steak  spice 
FREE  Fed  Ex  shipping  -  Money  back  guarantee 


DENVER  BUFFALO  COMPM 


aviation 


Aircraft  Charter 

Aircraft  Management 

Aircraft  Sales 


FS^^ 


FUGHT  SERVICES  GROUP,  INC. 

Stratford,  Connecticut  06497 
800.380.4009  •  203.380.4009 

Tetcrboro,  Nezr  /ersa/  07608 
80(1468.1110  •  201.288.2882 

West  Palm  Beach,  Florida 
888.519.3525 


gemstones 


INVESTMENT  GEMSTONES 

GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds 

and  all  Precious  Gemstones. 

Free  wholesale  catalog  since  1967! 

Member:  Jewelers  Board  of 

TYade  &  Chamber  of  Commerce 

HOUSE  OF  ONYX 

1  Main  St.,  Greenville,  KY  42.V45 

1-800-844-3100  or  FAX  502-338-9605 


business  services 


Corporate  Video  Services 


.\rE  Nou  BuMDg:  LAND.  BL'ILDINGS.  EQUIPMENT. 
MFG.  PROCESSES.  A  YACffn  Are  \xm  doing:  CON- 
STRUCTION PROJECTS?  OVERSEAS  PROJECTS^ 
Are  you  ln>esUgaUng  or  Researching  a  Project  or  DeaT 

VIDEOTAPE  rr  BEFORE  YOU  DO  n.  LET  YOUR 
EXPERTS  (ENGINEERS  -  ADVISORS  -  CONSULTANTS) 

NARRATE  IT  LIVE  ON  SEFE'  Our  o»ti  BROADCAST 

QUALFTV  EQITPMENT  - AERIAl  TOO'  FKOM  SHOOT 

OMYTO COMPLETE  EDITED  PROGRAM  THE  BEST 

QUALm  ATANAETORDABLE  PRICE 

DONT  Ptt  FOR  A  URGE  OV  ERHEVD  -  VOtWANT 
RESILTS- THAT'S  IS! »  ERSEAS  01 R  SPEOALm 

FOR  MORE  INFO  AND  RATES.  C  ONTACT: 

NNRT,  INC  Alt  Phil  U»is 

E-MAIL  -  NNRTiaJU^QCOM 

FAX -(732)  280 -2726 

PHONE:  (732)  6814493  (8:00AM  -  3<I0  PM  Est! 


Your  Complete  \  ideo  Source 


racecar  driving  sciiool 


}rlvln)[  EKp«r 

S.I.  ■.:  -   I       ^- .       L.  Us  Vegas, 

and  Walt  Disne)  Work)  Speedwa).  5  courses  to 

choose  from  with  ndes  starting  at  $99.99. 
For  more  information  and  a  frw  brochure,  call: 

MOO'ii'Firrir 


books/auttiors/publistiers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 

Religious,  Poetry,  Children's. 

AUTHORS  WORLDWIDE  INVTITO. 

MINERVA  PRESS 

2  OLD  BtOMPTON  ROAO,  1.0\?0N  ^\s"  ,1C>0, 
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I  FORBES  MARKET  CLASSIFIED 

To  spotUfjhtyour  special.hj  proihwt  or  s(>n)ice  to  on  ajjlurnt  e.romUve  amlimwe: 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-HlH:i  or  E-mail:  llor(m(pfmiH\s.cmn 


Jerry  Yang 

Yahoo!  Inc.,  Santa  Clara,  CA. 
28.  Married. 

Born  in  Taiwan.  Irritatingly  precocious 
child  according  to  mother.  Emigrated  to 
San  Jose  at  age  10.  Completed  BS  and 
MA  in  engineering  in  just  4  years. 

"I  was  quasi-retired  at   23,   banging 
a  lot   of  golf  balls." 

Met  Web  afficionado,  David  Filo,  in  PhD 
program.  Hacked  list  of  favorite  sites 
into  first  on-line  guide:  Yahoo!  Caught 
Internet  wave;  explosive  traffic  growth. 

"It  was  exciting.   Like  driving  off 
a  cliff,  like  Thelma  and  Louise." 

Built  site  into  leading  search  engine 
and  content  provider.  Over  38  million 
page  views  daily  Aggressive  marketer. 
Developed  premier  Internet  brand: 
Cool.  Irreverent.  Fun. 

1996  marl(et  value:  $457  million. 

Started  reading  Forbes  as  Stanford 
University  freshman  in  1989. 


Rffbes 
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EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Dec.  15,  1927) 
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In  1927  the  Navy's  big  broadcasting 
station  In  Arlington,  Va.  could  be  heard 
around  the  world. 


"Radio  may  end  war,  for  its  mission 
is  to  bring  the  whole  world  into  friend- 
ly communication.  Wars  result  from 
misunderstandings;  when  people 
understand  each  other,  they  are  prett>' 
likely  to  become  friends.  Broadcasting 
today  is  doing  much  to  promote  this 
understanding." 

-RCA  HEAD  David  Sarnoff 


60 


yeai*s  ago 


(From  the  issue  of  Dec.  15,  1937) 
"Adequate    economic    use   of  the 
automobile  in  the  future  bids  fair  to 
demand  even  greater  road  develop- 
ment in  the  20  vears  ahead.  The 


In  the  1930s,  U.S.  motorists  dreamed 
of  getting  more  highways  like  this. 


Good  Roads  movement  is  being 
metamorphized  into  a  Safe  Roads 
movement.  The  last  20  years  have 
taken  America  out  of  the  mud.  The 
next  20  will  be  asked  to  remove  it 
from  highway  perils." 

"It  constitutes  nothing  less  than 
one  of  the  marvels  of  the  world,  one 
of  the  unmatched  victories  of  the 
American  pattern.,  that  during  the 
past  few  years  thousands  of  jobless 
workers  have  daily  looked  for  jobs 
with  the  help  of  the  car!" 

50  years  ago 

(From  the  issue  of  Dec.  15,  1947) 
"Broadened  Social  Security  cover- 
age, by  bureaucratic  edict,  is  looming 
on  the  horizon.  Many  emplo\'ers  not 
now  subject  to  Social  Security-  contri- 
butions— because  they  deal  with 
'independent  contractors'  and  not 
'employees' — \%ill  have  to  pay  them 
under  proposed  Treasury  rules." 

"Americans  are  less  thrift^'  this  year. 
The  ratio  of  savings  to  disposable 
personal  income  is  estimated  at  SI  in 
every  $15,  compared  to  last  year's 
$1  out  of  every  $11,  and  1944's 
record  $1  out  of  $4." 

25  years  ago 

(From  the  issue  of  Dec.  15,  1972) 
"Military  spending  has  tended  to 
level  off  since  1968  in  the  developed 
countries,  according  to  the  annual 
survey  by  tlie  U.S.  Arms  Control 
and  Disarmament  Agency,  but  it  is 
still  on  the  rise  in  the  developing 
nations.  Their  hikes  in  1971  were 
big  enough  to  lift  the  world  total 
again,  to  $216  billion,  the  11th  con- 
secutive record." 

"The  grow^  in  foreign  demand  for 
Bordeaux  wines  has  had  the  effect  in 
the  last  15  years  of  multiplying  the 
value  of  exports  by  about  six  times — 
that  is,  the  volume  of  exports  tripled 
while  the  value  per  bottle  doubled. 
The  No.  One  pay-through-the-nose 
country  has  been  the  U.S." 

"He's  a  small,  dapper  man,  soft- 
spoken  and  wittN".  He's  also  a  highl\- 
cultivated  man,  who  received  honors 
in  philosophy,  politics  and  econom- 
ics at  Oxford.  In  his  native  South 


Africa,  where  anyone  who  speaks  out 
against  apartheid  is  asking  for  house 
arrest,  imprisonment  or  worse,  he 
does  speak  out.  In  a  world  where 
wealth  often  prefers  to  keep  a  low 
profile,  this  takes  courage.  This  is 
Harry  Oppenheimer,  at  64  one  of 
the  richest  men  in  the  world." 

10  years  ago 

(From  the  issue  of  Dec.  14,  1987) 


Cabbages,  yes;  but  the  big  crop  from 
Toltyo  land  was  profits. 


"In  the  year  to  last  July  1,  the  aver- 
age residential  land  value  in  the 
Tokyo  area  climbed  93% — in  yen 
terms,  and  much  more  in  dollar 
terms.  Luxury,  2,200-square-foot 
condominiums  that  recentiy  came 
on  the  market  in  Tokyo's  fashionable 
Takanawa  district  were  snapped  up 
at  $13  million  each — on  a  square 
foot  basis,  more  than  ten  times  w  hat 
similar  luxury  apartments  cost  in 
Manhattan.  The  Japanese  real  estate 
explosion  is  spreading  to  Yokohama 
and  Kawasaki — where  prices  tripled 
last  year — and  regional  capitals." 

"How  about  a  leisurely  stroll  around 
downtown  Austin,  Tex.  (area  pop. 
750,000).  Over  on  Congress  Avenue 
near  the  the  Colorado  Fixer  sits  the 
30-story  One  Congress  Plaza  office 
building,  four  mondis  old  and  80% 
empt\-.  A  few  blocks  north  at  Brazos 
and  Seventh  streets  is  1 6-story  Austin 
Centre,  a  Near  old  and  85%  empt)^ 
The  capital  of  Texas  now  has  the 
largest  office  vacancy  rate  of  any  big 
U.S.  metropolitan  area,  39.6%."    ^ 
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Speaking  of  food,  I  have 
lon£i  been  disappointed, 
amazed  that  so  relatively 
few  families  who  live  in 
suburbs  or  in  the  country 
— even  on  farms — cultivate 
vegetable £iardens  to^row 
as  much  as  possible  of  the 
food  used  on  their  tables. 
I  confess  that  until  the 
First  World  War,  when  we 
were  all  urged  to  raise 
food,  I  was  grossly  negli- 
gent. Solely  from  patriotic 
motives,  I  started  to  grow 
vegetables.  I  sweated  to 
dig  and  dig — and  it  was 
hard  work.  I  have  done  so 
ever  since.  Any  man  with  a 
modest  piece  of  ground  who 
fails  to  put  it  to  practi- 
cal use  doesn't  know  what 
he  is  missing. 

-B.C.  Forbes 


A  Text  .  .  . 

Whoso  hath  this 
world's  goods,  and 
seeth  his  brother  hath 
need,  and  shutteth  up 
his  bowels  of  compas- 
sion from  him,  how 
dweiieth  the  love  of 
God  in  him? 
-I  John  3:17 


Sent  in  by  Raymond  C.  Karsted, 
Chicago,  III.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thougtits  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


People  sometimes  tell  me 
that  they  prefer  barbarism 
to  civilization.  I  doubt  if 
they  have  given  it  a  long 
enough  trial.  Like  the  peo- 
ple of  Alexandria,  they  are 
bored  by  civilization;  but 
all  the  evidence  suggests 
that  the  boredom  of  barbarism 
is  infinitely  greater. 
-Lord  Kenneth  Clark 

Civilization  and  profits 
go  hand  in  hand. 
-Calvin  Coolidge 

Next  to  the  striking  of  fire 
and  the  discovery  of  the 
wheel,  the  greatest  triumph 
of  what  we  call  civilization 
was  the  domestication 
of  the  human  male. 
-Max  Lerner 


The  true  savage  is  a  slave, 
and  is  always  talking  about 
what  he  must  do;  the  true 
civilized  man  is  a  free 
man,  and  is  always  talking 
about  what  he  may  do. 
-G.K.  Chesterton 

Increased  means  and 

increased  leisure  are 

the  two  civilizers  of  man. 

-Benjamin  Franklin 


More  than  14,000  "Thoughts,"  arranged  alphabetical- 
ly by  subject,  are  available  in  a  900-page  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thougtits 
on  the  Business  of  Life.  The  price  is  $40.00,  plus 
$3.50  shipping  and  $1.00  per  item  for  handling  (add 
applicable  sales  tax). 

Also  available;  the  Thoughts  Screen  Savertor  PC 
(Windows  W  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


Civilization  is  a  process  in 
the  service  of  Eros,  whose 
purpose  is  to  combine  single 
individuals,  and  afi:er  that 
families,  then  races,  people 
and  nations,  into  one  great 
unity,  the  unity  of  mankind. 
Why  this  has  to  happen,  we 
do  not  know. 
-SiGMUND  Freud 

Civilization  is  the  lamb's 
skin  in  which  barbarism 
masquerades. 
-Thomas  Bailey  Aldrich 

Men  march  toward  civifization 
in  column  formation,  and  by 
the  time  the  van  has  learned 
to  admire  the  masters  the 
rear  is  drawing  reluctantiy 
away  from  the  totem  pole. 
-Frank  Moore  Colby 

Civilization  is  an  active 
deposit  formed  by 
the  combustion  of  the  Pres- 
ent and  the  Past.  Neither 
in  countries  without  a 
Present  nor  those  without 
a  Past  is  it  to  be  discovered. 
-Cyril  Connolly 

Civifization:  A  concerted 
effort  to  remedy  the  blun- 
ders and  check  the  practical 
joking  of  God. 
-H.L.  Mencken 

The  more  we  realize  our 
minuteness  and  our  impo- 
tence in  the  face  of  cosmic 
forces,  the  more  astonishing 
becomes  what  human  beings 
have  achieved. 
-Bertrand  Russell 

The  end  of  the  human  race 
is  that  it  will  eventually  die 
of  civilization. 
-Ralph  Waldo  Emerson 
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Chronographs  are  many. 


They  all  measure  time. 


Only  one  is  scratchproof.  This  one. 


Rado  DJaMaster  'Chrono'.  Eternal  beauty  due  to  scratchproof  materials:  Tungsten  carbide  and  sapphire  crystal. 

With  digital  1/100th  second  display.  Various  chronograph  functions.  Digital  date.  Alarm. 

Free  Rado  Interactive  CD-ROM.  Call  toll-free  1-800-283-7236  Ext.  9792  A  first  in  the  watchmaking  industry! 


Rado.  A  different  world. 


RADO 

Switzerland 


CALIFORNIA:  El  Dorado  Watch,  Los  Angeles  (310)  659-2564;  Golden  Time,  Redwood  City  (650)  367-1251 
FLORIDA:  Shrode  Jewelers,  Sarasota  (941)365-4234;  ILLINOIS:  Smart  Jewelers,  Lincolnwood  (847)673-6000 
NEBRASKA:  Borsheims  Jewelry,  Omaha  (800)  642-4438;  NEW  YORK:  John  Gerald,  Elmhurst  (718)  592-6100 
SEATTLE:  Porcello's,  Bellevue  (206)  454-2300;  VIRGINIA:  Lenkersdorfer  Fine  Jewelers,  McLean  (703)  506-6712 

For  information  please  call  (800)  283-7236  Ext.  2370  or  visit  us  at  www.rado.ch 


--  S^  Tl'JLdE'  •■j^'C*'-' '. 


at  shape  is  your  business  in? 

In  respoj^ll^^^pripedented       improvements  no  longer  ensure  Andersen  Consulting  helps  oi 

market  pres^BWfny  Organ iza-     survival.  They're  seeking  cohesive  nizations  successfully  transfer 

tions  are  reconfifencl^Wri^elves.  v^lutio^^  that  dramatically  strength-  by  refining  and  re-afigning  all 

They've  recognimf^tW isolated      en  tfieir  entire  enterprise.  vital  components.  Our  work  wr 
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Walter  i^  71  years  old  and  has  a  net  worth 
of  $1.68  million. 


V 

So  why  is  Merrill  Lynch 

recommending 

he  start  an  IRA? 


IT'S  NOT  FOR  HIM. 
After  speaking  witli 
Merrill  Lynch,Walter  decided 
to  give  $2,000  each  year  to  each 
of  his  children  and  grandchildren. 
They  can  use  his  gift  to  start  or 
contribute  to  Roth  IRAs,  provided 
they  have  earned  income.  This  allows 
Walter  to  help  his  loved  ones  get  an  early 
start  on  their  retirement  savings. 

By  beginning  to  save  at  18,  for  instance, 
someone  stands  to  retire  with  more  than  double 
the  savings  they  would  accrue  by  starting  at 
28.  That's  one  reason  parents  of  all  ages  may 
want  to  help  their  children  open  Roth  IRAs. 


But  it  may  not  be  the  right  move  for 
everyone.  Let  one  of  the  13,000  Financial 
Consultants  at  Merrill  Lynch  help  you  decide 
the  best  plan  for  you  today.  It  could  make 
a  tremendous  difference  to  you  and  yours 
tomorrow. 

The  difference  is  Merrill  Lynch. 


Call  1-800-MERRILL,  ext.  2848  or 

www.plan. ml.com/zine/ tax/ 
for  your  free  Strategic  Guide  to  the  Taxpayer  Relief  Act  of  1997. 


Merrill  Lynch 


This  scenario  assumes  that  a  person  contributes  $2,000  every  January  2  for  45  years  instead  of  35  years  and  achieves 
an  8%  rate  of  return.  ©1997  Mcirill  I  ynch,  Pierce,  Fenner  &  Smith  Incorpor.ucd.  Member  SIPC. 
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The  REIT  answer 

At  A  WEDDING  IN  St.  Louis,  our  Bob  Lenzner  ran  into  developerl 
Tony  Kouba.  The  California  investor  confessed  to  Lenzner  that  he| 
had  a  problem.  Kouba  and  partners  owned  a  chain  of  140  mid- 
priced  rhotels  called  moa  Hospitality  Inc.  They  were  happy  running! 
them,  but  suddenly  opportunity  was  knocking.  MOA  could  become 
a  public  real  estate  investment  trust;  or  it  could  sell  out  to  an  exist- 
ing REIT.  Kouba  had  never  before  realized  he  could  turn  140  motels 
into  a  public  REIT.  A  Taiwan  group  was  also  dangling  $  1  billion  to 
invest  in  other  properties  in  the  Los  Angeles  area.  Kouba  realized  | 
real  estate  in  southern  California  was  going  to  get  pricier.  In  "The 
unstoppable  REIT  juggernaut"  Lenzner  and  Carrie  Shook  explain 
how  real  estate  is  fast  going  public  and  creating  a  few  trillion  dol- 
lars' worth  of  new  public  securities.  Starts  on  page  68. 

Why  Americans  hate  the  ntS 

Janet  Novack  and  Laura  Saunders  concede  that  only  a  few 
Americans  are  sandbagged  by  the  tax  code  with  tax  rates  of  104%. 
Yet  a  fair  number  are,  and  this  and  other  horror  stories  gathered 
by  Novack  and  Saunders  show  how  outrageously  convoluted  are 
the  tax  laws  that  Congress  has  imposed  upon  us.  Novack  does 
both  her  own  and  her  over-65 -year-old  mother's  taxes.  "I  once 
asked  mother  if  she  wanted  me  to  calculate  exactly  how  much  of 
her  salary  she  got  to  keep  after  taxes  and  she  said  she'd  rather  not 
know."  Mom  was  wise:  People  on  Social  Security  who  take  or 
keep  jobs  can  find  themselves  paying  a  marginal  tax  rate  of  more 
than  80%.  Are  you  considering  taking  a  higher-paying  job  in 
another  town.>  Getting  married.^  Is  your  spouse  about  to  enter  or 
reenter  the  work  force.''  Better  read  "The  old  shell  game"  by 
Novack  and  Saunders.  Even  if  you  don't  fall  into  any  of  those  cat- 
egories you  should  read  it.  And  file  it  away  for  rereading  come 
next  election  day.  Story  starts  on  page  76. 

Butt-kicker 

"Anybody  who  thinks  businesspeo- 
ple  are  dull  should  meet  David 
McCourt,"  says  Forbes  reporter 
Daniel  Roth.  McCourt's  the  feisty 
guy  who  is  challenging  mighty  Bell 
Adantic  and  the  immensely  rich  Time 
Warner.  He  proposes  to  bypass  Bell 
Atlantic's  phone  lines  and  Time 
Warner's  cable  with  his  own  wires. 
"Meeting  with  McCourt  is  an  experi- 
ence," Roth  says.  "He's  frenetic — 
drawing  diagrams  of  everything  he 
talks  about  and  resdessly  pouring 
coffee  back  and  forth  between  two 
cups."  Concludes  Roth:  "I've 
learned  not  to  take  wild  claims  seri- 
ously, but  this  is  one  David  who  may  well  kick  Goliath's  butt. 
"rcn's  high -wire  act"  begins  on  page  88. 


Daniel  Roth 


Q^^  d/«  9A.U<.j^ 
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We  saw  the  opportunity  for  greater  efficiency  and  cost  savings. 

For  a  unique  blend  of  assets,  people  and  processes. 

For  a  venture  that  would  create  greater  value  for  investors  and  customers. 


A  NEW  CO  M  PA  NY.   ANEW  PERSPECTIVE 


Lyondell  and  Millennium  Chemicals  have  pooled  their  olefins  and 
polymers  businesses  to  form  a  new  joint  venture.  Equistar.  Owned 
57%  by  Lyondell  (NYSEiLYO)  and  43%  by  Millennium  (NYSE:MCM). 
Equistar  is  the  largest  producer  of  ethylene  and  polyethylene  in 
North  America,  with  13  n)anufacturing  facilities  on  the  U.S.  Gulf 
Coast  and  in  the  Midwest.  Equistar  represents  improved  earnings 
power  throughout  the  business  cycle. 


Keep  your  eyes  on  the  value  that  Equistar  can  provide 


LYONDELL     &      MILLENNIUM 


EQUISTAR 


Equistar  Chemicals,  LP 
One  Houston  Center 


For  more  inlorniatioti.  conla(.t 


One  Houston  Center  Lyondell  at  713-652-4590  oi 

1221  McKlnney  Street.  Ste,  1600    Millennium  at  732-603-6868 
P.O.  Box  2583  or  visit  our  web  sites: 

Houston.  Texas  77252-2583  www.lyondell.com  or 

wvw  millenniumchem  com 


DTiUSS 
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He  passes!  He 


scores! 

He's  NOT  THERE  yet, 
but  he's  well  on  his 
way.    Appearing   on 
our  cover  tliree  yeai's 
ago,  former  basket- 
ball     star      Isiah 
Thomas        con- 
vinced   US   he'd 
make  his  mark 
in  the  world  of 
business  as  fast 
as  he  did  on 
the    basket- 
ball court.  "I 
want  to  make  $  1  bil 
lion,"  Thomas  proclaimed 
(Dec.  19,  1994). 

Thomas  paid  $1L25  million  for  a 
9%  Stake  in  the  National  Basketball 
Association's  Toronto  Raptors,  an 
expansion  team  that  joined  the  league 
in  1995.  This  past  summer  Thomas 
tried  to  buy  out  the  Raptors'  majori- 
ty owner,  Allan  Slaight.  But  when 


Slaight  demanded  $175  million  foil 
his  81%  stake  of  the  team,! 
Thomas      said      no| 
thanks,   optinj 
instead  to  sell  his| 
own  share. 
Thomas'   deci-l 
sion    to    sell    sure 
looks  like  the  right 
play.   According   to| 
John    Hall    of    J.R 
Morgan,        Slaight's 
asking  price  was  way 
too  high.  Hall  figures 
the   Raptors   are  worth 
only  $135  million.  Slaight 
will  buy  back  Thomas'  9% 
stake  at  a  73%  premium  to 
his  original  purchase  price, 

Businessman  Isiah  Thomas 

He  knows  when  not  to  take  the  shot. 


guaranteeing  Thomas  a  nifty  15% 

annualized  return  on  his  investment. 

Thomas  is  biding  his  time  as  a 

basketball  commenta- 

^  tor  for  NBC.  But  don't 

Z  be   surprised   to   see 

I  him  back  in  the  own- 

5  ership    game    soon. 

I  Here's    one    passing 

guard  who  still  knows 

when     to     dish     off 

rather    than    shoot. 

-Michael  K  Ozanian 


Gazprom  pipelines  in  northern  Sibena 

The  m^ors  are  learning  it's  better  to  be  a  friend. 


Gaz  promised 

It  was  a  busy  autumn 
for  Gazprom,  the 
Russian  colossus  that 
sits  on  30%  of  the 
world's  gas  reserves 
and  produces  four 
times  more  oil  and  gas 
than  Exxon.  Three 
months  ago  (Sept.  22) 
we  reported  that 
Gazprom  was  moving 
aggressively  into  for- 
eign markets. 

Last     month     the 

biggest  of  the  majors. 

Royal    Dutch/Shell, 

decided  it  was  wiser  to 

have  Gazprom  as  an 

ally  than  a  rival.  The 

two    companies     an- 
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At  Fannie  Mae.  We 
Never  Lose  Sight  Oe  What's 


Behind  The  Numbers. 


osting  outstanding  linancial 


rclunis  ycai-  after  year  might  be  enough  lor 
most  Fortune  500  firms.  But  at  Fannie  Mae, 
we're  just  as  concerned  with  Return  lo 
Society  as  we  are  v\'ith  Return  On  I'.quity. 

We've  been  in  the  lorelront  of  tearing 
down  the  barriers  to  homeownership, 
inckiding  discrimination.  AKvavs  worlcing 
to  expand  opportunities  tor  minority-  and 
women-owned  businesses. 

We're  committed  to  developing  a  diverse 
work  force.  We  value  the  dilterences  ol  our 
employees  and  pivx'ide  ways  toi-  them  to  givw 
personally  and  professionally.  It's  because 
of  them  that  we've  turned  in  outstanding 
performances  both  socially  and  linancialK'. 

Call  us  at  1-800-368-7092  for  a  copy 
ot  our  1996  annual  report.  Or  visit  our 
Web  site  at  www.fanniemae.com  lor  more 
information.  You'll  find  we  care  just  as 
inuch  about  the  American  Oream  as  wo  do 
about  earnings  per  share. 


\ 


^ 


-How  to  be  a  coinioisseiir 
•  or  sinale  malt  Ncotcli  in 


.s  or  less. 


]  ou  coul J  spend  years  leiarning  all  tliere  is  to  know  atoiit  single  malt  ScotcL 

1  lay  Me  make  a  suggestion;   llie  six  Classic  Malts  ol  Scotland.  Eacli  represents  a 

particular  wlusky  style,  Ai4th  its  own  distinct  cliaracter,  age  and  place  on  tlie  map. 

logetlier,  they  give  you  tlie  complete  single  malt  experience. 

To  learn  more  aUnttke  Classic  Malts  call   I  800  322-MALT. 


Nix  Single  MqJts. 


^c,5ICAf4 


Une  'Liassic  jkx 


penence. 


SCOT\-'^^ 


Oli.W   ■    DALWIIINNir  ■   GLINkLVCJiir  •  CRAflCANMODk   •   Tvi.lSkLK   •    LACWniN 
Visit  our  Website  at  w\vw.scotch.com       Enjoj-  The  Classic  Malts  Responsibly. 


nounced  a  "global  strategic  alliance." 
Specifics  were  few,  but  the  alliance 
includes  a  joint  bid  for  Russian  oil 
giant  Rosneft  and  Shell's  buying  SI 
billion  of  Gazprom's  convertible 
bonds  next  year. 

Western  banks,  too,  have  jumped 
on  the  Gazprom  bandwagon  in  the 
past  t^^'o  months.  One  group,  led  by 
Deutsche  Bank,  loaned  Gazprom  SI 
billion  for  the  new  Yamal  pipeline  to 
Europe,  \\hile  another  group,  led  by 
Dresdner  Bank,  loaned  $3  billion. 

Meanwhile  Gazprom  continues  its 
push  into  new  markets.  In  October 
the  company  took  a  30%  stake  in  a  S2 
billion  project  led  by  French  oil  com- 
pany Total,  S.A.  to  de\elop  the  South 
Pars  gas  field  in  Iran.  This  put  Gaz- 
prom at  odds  with  the  U.S.,  which 
maintains  sanctions  against  Iran's 
terrorist-sponsoring  government. 
It's  unlikely  that  Gazprom  will 
back  do^^'n. 

x\ll  this  has  given  Gazprom's 
London-traded  ADRs  a  wild  ride. 
They  rose  46%  in  the  month  after  our 
article,  fell  37%  during  the  crash  and 
now  have  risen  again,  to  a  recent 
S23.  -Paul  Klebnikov 

Gounter  intelligence 

Six  years  ago  we  recounted  how 
Intelligent  Electronics  chief  Richard 
Sanford  was  leading  his  company  on 
an  acquisition  binge  to  become  the 
largest  distributor  and  retailer  in  the 
country.  FoRBES  warned  that  he  was 
overpaying,  booking  hundreds  of 
millions  in  goodwill  for  questionable 
enterprises  (June  10,  1991). 

We  were  righr.  Back  in  the  days 
when  Sanford  could  count  on  4% 
operating  margins,  he  could  afford  to 
overpay,  but  Compaq,  and  later  Dell, 
turned  PCs  into  a  super- competitive 
market  and  Sanford's  losses  mount- 
ed. This  yeai-  he  began  liquidating  the 
computer  distributor  business. 

What's  left.'  Some  S90  miUion  in 
cash  and  receivables  and  an  80%  stake 
in  XLConnect,  a  promising  comput- 
er consulting  firm  that  Sanford's 
unhappy  shareholders  hope  will  rise 
from  the  ashes.  But  Sanford  won't  be 
around  to  watch.  He's  promised  to 
resign  as  chairman  of  both  companies 
"before  the  holidays." 

-John  R.  ITwes  Bi 
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Consistently  rated 
among  the  top 
executive  education 
programs  in  the  world 
by  Business  Week 
and  U.S.  News 
&  World  Report. 


Executive  Education, 
Chosen  Time  &  Again 

Thousands  of  executives,  representing  the  world's  top  companies,  choose  Kellogg 
each  year  for  further  educational  development.  For  over  45  years,  executives 
and  their  sponsoring  companies  have  looked  to  us  to  help  prepare  them  for  greater 
management  responsibilities  in  increasingly  global  business  environments. 
And  they  keep  coming  back.  Why? 

When  you  attend  a  general  management  program  at  Kellogg,  you  become  a  part  of  one 
of  the  world's  finest  institutions  for  managerial  studies.  You  share  experiences  and  ideas 
with  colleagues  from  around  the  globe.  Most  importantly,  you  benefit  from  the  real 
business  experience  and  the  extensive  research  of  the  distinguished  faculty  that  keeps 
us  at  the  forefront  of  American  business  schools. 

As  you  consider  which  program  and  which  school  will  best  prepare  you  for  your 
expanding  leadership  and  managerial  roles,  know  that  when  you  choose  Kellogg, 
you  choose  a  leader  ...  How  can  thousands  of  your  colleagues  be  wrong? 

Advanced  Executive  Program 

February  15'March  13  or  June  H-July  10,  1998 

Provides  senior-level  executives  with  a  thorough  understanding  of  the  forces  that 
govern  the  strategies  and  performance  of  organizations.  Attendees  are  businesspeople 
with  15  to  25  years  of  management  experience  who  have  (or  soon  will  have)  general 
management  or  cross-functional  responsibilities  in  two  or  more  functional  areas,  and 
profit-and-loss  responsibilities  within  their  organizational  unit. 

"I  performed  extensive  due  diligence  on  various  residential  executive  education  programs  before 
deciding  to  attend  the  Kellogg  AEP  -  and  accordingly (,)  I  came  to  Kellogg  with  very  high 
expectations.  For  someone  who  will  be  assuming  general  management  responsibilities  in  the  near 
future,  I  can't  think  of  a  better  preparation  than  the  Kellogg  (Advanced  Executive  Program)." 

'Senior  Vice  President  &  CFO,  Anchor  Qlass  Container  Corporation 

Executive  Development  Program 

May  3-22,  July  12-31  or  October  4-23,  1998 

Offers  executives  a  broad  perspective  on  the  functions  of  management  and  a  fuller 
understanding  of  the  concepts  and  tools  required  for  higher-level  responsibilities. 
Participants  should  have  10  or  rnore  years  of  experience  with  the  potential  for  senior- 
level  management  in  either  staff  or  line  positions.  It  is  also  an  ideal  program  for 
entrepreneurs  and  owners  of  small  companies. 

"(The)  Executive  Development  Program  at  Kellogg.. .coveis  all  conceivable  (organizational) 
functions  in  just  three  weeks.  This  is  an  excellent  orientation  for  any  prospective,  as  well  as 
practicing,  general  manager.  This  program  exceeded  all  (of)  my  expectations  in  terms  of  content, 
faculty,  structure,  caliber  of  participants  and  the  strong  network  (that)  I  have  established. 
I'm  truly  a  delighted  customer." 

'Director,  Total  Quality  Management  Systems,  Tenneco  Automotive 

Enrollment  has  already  begun  for  the  1998  AEP  &  EDP  sessions.  Contact  Execu- 
tive Programs  today  for  an  application  or  for  information  on  any  of  our  25  open- 
enrollment  programs  offered  throughout  the  year. 


EXECUTIVE 
PROGRAMS 


J. L. Kellogg  Graduate  School  of  Management 
Northwestern  University 
James  L.  Allen  Center 
Evanston,  IL  60208-2800 


Phone:  847-467-7000 
Fax:847-491-4323 
E-mail:   ExecEd@nwu.edu 
Web  site:  wvvw.kelloccnwuedu 
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WKArS  WORRYING  TOP  EXEGUTIUES/EOITED  BY  KATAR2YNA  MORENO 

Secrets  of 
the  tirade 


By  Justin  Doebele 

How  do  money  managers  invest 
their  own  cash?  Most  of  them 
are  surprisingly  conservative. 


Daniel  'Hilly 

Chairman  Emeritus 
Merrill  Lynch  &  Co. 
I'm  not  smart  enough  to  know  the 
top  or  the  bottom  of  a  market.  People  who 
have  tried  to  pick  the  top  and  the  bottom  of 
the  market  in  the  last  year,  five  years,  even  ten 
years,  have  all  missed  one  of  the  greatest  mar- 
kets in  history.  I'm  conservative,  rely  on  dollar 
cost  averaging  and  use  a  long-term  disciplined 
approach. 


Brennan  is 
the  best 
investor  that 
I  know." 


John  Brennan, 
chief  executive, 
Vanguard 


Jack  Schwager 

Chief  Executive  Officer  and  Cofoimder 
Wizard  Trading 

I  tend  to  be  sloppy  with  my  own  investment 
portfolio.  In  fact,  I've  kind  of  neglected  it.  I 
was  premature  in  moving  money  from  stock 
fijnds  into  money  market  funds.  I'm  approxi- 
mately 40%  cash  now.  When  I  shifiied,  I  just 
didn't  have  a  plan  for  shifting  back  in.  It's  too 
late  to  come  back  in.  So  I  have  my  money  in  a 
safe  harbor,  even  though  I  think  the  market  is 
going  higher  for  the  short  term. 

I've  just  kind  of  been  impulsively  shifting 
money  in  my  portfolio  from  here  to  there. 
But,  frankly,  I  think  dollar  cost  averaging  is 
the  best  way  to  go.  I  want  to  change  my  ways. 

Bill  Berger 

Eomider 

Berger  Associates 

I've  always  been  an  avant-garde  investor.  Sev- 
eral years  ago  I  got  interested  in  art.  They'd 
ask  me,  how  can  you  invest  in  it,  you  don't 
have  a  Ph.D.  in  art?  Well,  when  I  started  my 
first  mutual  fiind  I  was  told,  "You're  not  an 
accountant  or  an  attorney."  Now  my  wife  and 
I  have  a  hell  of  a  lot  of  art,  percentagewise,  in 
our  portfolio. 


>  ■ 
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When  I  started  learning  about  Elizabethan 
art,  I  noticed  that  so  few  people  were  cover- 
ing it  that  there  was  a  possibility  that  the 
market  was  undervalued.  So  I  bought  a  lot  of 
English  paintings.  There  are  some  paintings 
that  have  appreciated  40  times  over  what 
we've  paid. 

John  Brennan 

Chief  Executive  Officer 
Vanguard 

People  ask  me  who  is  the  best  investor  that  I 
know,  and  I  say  Will  Brennan,  14.  He's  my 
son.  Will's  been  investing  for  his  college  since 
he  was  born.  He  has  invested  every  month  in 
a  basket  of  equity  fiinds,  in  good  markets  and 
bad,  and  he  has  made  a  fortune  doing  it. 
Why.'  Because  he  doesn't  look  at  the  market 
every  day,  and  he  doesn't  react  to  news.  He 
just  invests  regularly.  The  best  investors  are 
disciplined  investors. 

Jack  White 

Foimder  and  President 
Jack  White  &  Co. 

Find  people  in  your  community  who  have  vis- 
ible track  records,  and  invest  your  money  in 
their  businesses.  Focus  on  the  person  and 
what  they've  done,  and  go  from  there. 

One  guy  here  in  San  Diego  is  Dr.  Ir\\dn 
Jacobs,  chairman  of  Qualcomm.  Dr.  Jacobs 
had  been  a  professor  at  MiT;  he  then  set  up  a 
company  that  had  a  breakthrough  technology 
and  then  another  hugely  successfiil  satellite 
company.  After  that  he  started  what  is  now 
the  number  one  company  in  digital  technolo- 
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inventory 

www.pandesicico  m/info/invento  ry 


how  a  business  does  ©business 


To  take  real  advantage  oi  tne  ^b's  potential,  yoii  need  to  be  sure  your  site  is  more  tnan  just  another 
"order  taker."  It  needs  to  be  a  tully  integrated  fulfillment  machine.  And  now  witK  tlie  Rmdesic™ 
internet  business  solution,  yours  can  be.  It  automates  everytning  from  billing  and  accounting  to 
snipping  and  fulfillment — even  inventory  management  and  financial  reporting.  Everyone  gets  tne 
information  tney  need — simultaneously  and  automatically — witn  realtime  reporting.  So 
know  the  status  of  an  order.  And  your  site  will  never  take  an  order  for  something  you  don't  r 
Visit  our  site  for  more.  Or  call  1-888-349-ebiz,  ext.  200.  Your  site  will  never  come  up  short  again. 


you  always 
lave. 


9> 

pandesic 
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The  holdings  and  the  headaches 


How  corporate  executives  invest  their  money 


67% 


Financial  worries  of  corporate  executives 


Rich  corporate 
executives  don't 
invest  that 
differently  from 
everybody  else. 


stocks 
25% 
Company  jj^g^ 


stock 

34% 


12% 
Fixed        I 
Cash    income      ' 

14%      15% 


20% 


31%  ^ 

I    I 


Retirement 

Will 

benefits  will 

lose 

be  reduced 

job 

before  you 

retire 

Companies 

have  a  bias 

against  older 

workers 


Too  much  of 
net  worth  is  in 
company  stock 


Source:  U.S.  Trust  Survey  of  Affluent  Americans. 


"IstiU 
believe  that 
Asia  is  the 
economic 
future  for 
the  world." 


Richard  Strong, 
chairman,  Strong 
Capital  Management 


gy  for  telephone,  Qualcomm.  I  was  one  of  the 
original  investors  in  Qualcomm.  Ten  years  ago 
I  paid  something  like  $2.50  per  share,  and  the 
stock  is  now  around  $70. 

Another  person  is  Sol  Price,  who  started  the 
Price  Club,  which  is  now  Costco  (Forbes, 
Au£[.  11)  .  Here  in  San  Diego  Sol  Price  was  a 
well-known  lawyer,  very  visible  in  supporting 
local  Jewish  charities  and  other  good  causes. 
Then  the  local  newspapers  started  writing 
about  "warehouse  merchandising."  If  you 
were  curious,  you'd  go  over  and  see  people 
lined  up  to  buy  and  a  full  parking  lot.  Fifteen 
years  ago  I  used  to  go  there  to  buy  and  invest- 
ed in  the  stock,  which  has  done  great. 

Stanley  Egener 

President 

Neuberger  &  Berman 

About  90%  of  my  money  is  invested  in  our 
mutual  funds,  chiefly  Partners,  Manhattan  and 
Focus.  I  also  have  some  money  in  fixed 
income.  I'm  in  my  60s,  and  income  isn't  bad. 
I  especially  like  pure  Treasury  funds.  In  Trea- 
surys  you  don't  pay  any  taxes  at  all,  and  given 

that  I  live  in  New  York 
State,  that  makes  a 
big  difference. 
The  remaining 
10%  of  my 
money  is  in  a 
real  estate  part- 
nership in  New 
York  City.  Real 
estate  has  been 
pretty  good 
over  the  last 
couple  years, 
and  I  happen  to 
think  that  it  is 
going  to  go  up  a 
lot  more.  (So 
does  Forbes. 
Seep.  68). 


Ralph  Wanger 

Founder 

Acorn  Investment  Trust 

I  spend  maybe  ten  minutes  once  a  week  on 

my  portfolio.  I  own  a  piece  of  each  of  our 

funds.  I  don't  try  to  time  the  market.  I  didn't 

jump  in  afiier  the  October  dip. 

Outside  my  fund  holdings,  I  own  some  20- 
year  zero  coupon  bonds.  I  think  interest  rates 
are  going  to  go  down,  so  basically  it's  a  specu- 
lative play  on  lower  interest  rates. 

My  brotlier-in-law,  Sam  Zeil,  is  a  decent 
investor,  and  I've  gotten  into  some  of  his 
deals.  For  a  short,  ugly  guy  with  a  beard,  he 
does  pretty  well. 

Richard  Strong 

Chairman 

Strong  Capital  Management 

I  am  about  30%  in  long-term  zero  coupon 

bonds,  and  the  rest  of  my  money  is  in  growth 

hands  and  stocks — about  a  third  each  for 

large-cap,  midcap  and  small-cap. 

I'm  in  my  mid-50s,  and  I  don't  want  to 
blow  up  my  nest  egg.  If  what  I  have  com- 
pounds at  8%  to  9%  a  year  for  the  next  20 
years,  I'll  be  tickled  pink.  It  is  amazing  how 
well  I  can  sleep  at  night  now  that  I  have  set 
up  my  portfolio  in  this  way. 

The  next  big  decision  I  make  will  be  about 
Asia.  I  still  believe  that  Asia  is  the  economic 
future  for  the  world.  But  for  now  there  is  too 
much  overbuilding  there.  I  don't  think  they 
have  hit  bottom  yet.  ^ 


Whaf  s  on  your  mind? 

Tell  the  world.  Go  to  our  new  On  My 
Mind  forum  in  the  Forbes  Digital  Tool 
at  http://w\N'w.forbes. com/mind,  or 
E-mail  us  at  mind@forbes.com. 
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HOOK 


BOATLOAD 
OF  BASS 

for  8  BUCKS. 


Low  commissions— no  matter  which  way  you 
trade.  It's  fast.  It's  accurate.  It's  Ameritrade. 


touch-ione 
phone  trades 


broker-assisted 


Commissions  are  flat  rate.  No  limit  on  shares  traded. 


When  you're  ready  to  test  the  waters  ancJ  make 
a  few  trades  on  your  own,  there's  no  smarter 
way  to  get  your  feet  wet  than  Ameritrade.  Simply  put, 
we  have  really  low  commissions. 

Ameritrade  executes  thousands  of  trades  every  day — 
quickly,  efficiently,  reliably.  So  whether  you  buy  100  shares 
of  the  Phillips-Van  Heusen  Company  or  1,000,  with 


Ameritrade  your  commission  is  always  one  flat  fee. 
Internet  trades  are  only  $8.  Touch-tone  trades  are  $12. 
And  broker-assisted  trades  are  only  $18.  It  doesn't  get 
much  smarter  than  this. 

After  a  while,  trading  for  yourself  will  seem  as  easy 
as  slipping  into  your  favorite  pair  of  loafers.  So  go  ahead 
and  give  Ameritrade  a  call.  We  think  once  you  do,  you'll 
find  saving  money  on  every  trade  you  make  is  the  most 


-A- 


comfortable  fit  of  all. 


Ameritrade 


THE    WAY    TO    TRADE.     PERIOD 


Call  Ameritrade  by  December  31,  and  your  first  5  trades  are  commission-free! 
1^  Call  1-800-432-6427.  Or  visit  our  website  at  www.ameritrade.com 


Member  NASD/SIPC  •  $2,000  minimum  equily  required  to  open  your  account  •  SIPC  account  protection  is  $500,000  with  $100,000  tor  cdih  claims. 

Limit  orders  are  an  additional  $5.00  •  $10  million  additional  account  protection  provided  •  Copyright  1997.  Ameritrade,  Inc. 

C.H.  Bass  &  Co.  is  a  registered  trademark  of  the  Phillips-Van  Heusen  Company 


INVINCIBLE. 


Remember  how  your  spirit  soared  the 
moment  you  donned  that  cape?  You  felt 
like  you  could  conquer  the  world.  So 
its  only  natural  that  one  day  you'd  hnd 
yourself  in  a  GMC  Yukon.  Its  exhilarating 
255  hp;^8 'delivers  more  power  than  any 
other  sport  utility*  And  Yukon's  Autotrac^ 
systenifi\|s^o;  advanced  it  actually  senses 
changing  rda(^iionditions^and  adjusts 
automatically  frgrnvlWD  to  4WD.  So,- 
while  no  Ofle  isey|r  truly  invincible,  with 
more  puuet  and 0\^anced  technology, 

Yukon  caa  make,^^  feel  like  a  h^Eo  all 
over  again.  i 

For  the  big  picture,  \'i|fr  wmw'vukdn.q^mc.com 

orcalll-888-4A-YUKOS. 

Or  disiover  Suburban  at  wmmhtrban.gmc.com. 

E.Kcludes  olher  GM  vehicles.  *  *SiaV.  ■  ,\  p  models 


Yukon 


eMC 


COMFORTABLY 
®IN      COMMAND' 


^ver  Notice 

How^  Good 

Design  Drives 

Perrorniance? 


n 


Same  Tnin^  I 
Tne  ^J(^rkplace 


Learn  how  by  contacting  a  proressional 

designer  tnrougn  ASID's  Wbrlawiae 

Interior  Design  Rererral  Service. 

AS  ID  workplace  designers  will  listen 

to  your  needs,  understand  your 

strategic  goals,  and  design  a  space 

tnat  will  help  you  increase 

workplace  periormance. 

WDrlawdae 
Interior  Design 
Reierral  Service 


l-800-^lO-ASID 


a  service  or 


ASID 

American  Society 
of  Interior  Designers 


ww^w.  interiors,  org 


readers@forbes.com 


GHme  and  punishment 

Sir:  Re  "The  white-collar  gestapo" 
(Dec.  1,  p.  82).  I'm  serving  a  ten-year 
federal  sentence  for  a  marijuana 
offense.  You  white-collar  people 
should  have  known  when  the  govern- 
ment started  using  conspiracy  laws, 
forfeiture  and  mandatory  minimums 
against  us  big,  bad  drug  offenders 
that  it  was  just  a  matter  of  time  before 
the  same  laws  came  yoiu"  way. 

Button  down  your  white  collars 
and  get  ready  to  do  serious  time. 
-William  E.  Hall 
Federal  Correctional  Institution. 
Sea£[onville,  Tex. 

Sir:  I'm  friends  with  a  policeman  who 
was  once  told  to  go  arrest  an  elderly 
resident.  This  guy  was  in  trouble 
because,  in  his  frustration  with  having 
to  continually  chase  away  a  flock  of 
ducks  crapping  on  his  property,  he 
ended  up  shooting  one. 
The  crime  carries 
up  to  a  20 -year 
sentence.  My 
friend,  being 
compassionate, 
wrote  this  70- 
plus  senior  citi- 
zen up  for  dis- 
charging a  firearm. 

What  if  my  friend  wasn't  so  nice? 
We  need  to  muzzle  this  government. 
-Fred  W.  Hensel 
Butler,  Pa. 


'"W 


Sir:  Forgive  me  if  my  heart  doesn't 
bleed  for  the  white-collar  victims  in 
your  article.  Your  sudden  condemna- 
tion of  sentencing  leniency  for  indi- 
viduals who  plead  guilty  and  cooper- 
ate with  prosecutors  is  bizarre.  What 
impossible  choice  do  you  think  inno- 
cent, indigent  and  poorly  represent- 
ed members  of  our  society  have  been 
facing  for  a  very  long  time.''  This  is 
the  plea  bargaining  system.  If  you 
wait  to  fight  abuses  in  our  democra- 
cy until  they  affect  sections  of  society 
that  you  hold  dear,  it's  too  late. 
-Daniel  Reback 
Boston,  Mass. 

Walter  Winchell,  at  16 

Who's  Ronaldo,  anyway?  sir:  I  started  Mac  OS  Rumors  ^^'hen  I 

Sir:  Your  global  Sports  Top  40  list  was  16,  tvvo  years  ago.  I  was  up  to 

("Jordan  &  Co.,"  Dec.  15,  p.  180)  is  about  35,000  hits  a  day,  when  I  was 

incomplete  without  the  high-paid  shut  down  [by  Apple]  for  the  second 
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soccer  players  in  Italian  and  Spanish 
leagues.  By  failing  to  mention  Ronal- 
do and  others  you  perpetuate  the 
American  media  tradition  of  ignoring 
the  world's  most  popular  sport. 
-Claudio  Yap 
Fort  Lauderdale,  Fla. 

Ronaldo,  the  highest-paid  soccer  player 
this  year,  made  less  than  $7  million — 
impressive,  but  $2  million  short  of 
qualifyin£j  for  our  list.-ED. 

Blacks  in  the  Ivy  League 

Sir:   Re   "How  affirmative  action 
harms  minorities"  (Nov.  17,  p.  112). 
Diane   Ravitch   argues   affirmative 
action  permits  a  disproportionate 
number  of  underqualified,  underpre- 
pared  minorities  to  enter  elite  insti- 
tutions.  But  graduation  rates  for 
African-Americans  at  the  top  colleges 
are  among  the  highest  in  the  nation: 
Harvard,  95%;  Princeton,  92%;  Yale, 
88%.  Ravitch's  opinion  is  interesting 
but  incompatible  with  the  facts. 
-George  Campbell  Jr. 
Chief  Executive  Officer 
National  Action  Council 

of  Minorities  in  Fngineerin£f 
New  Tork,  NT. 

Factory-floor  millionaires 

Sir:  Re  "Sharing  the  wealth,  capital- 
ist-style" (Dec.  1,  p.  158).  You  hit  the 
nail  on  the  head:  A  good  salary  isn't 
enough  to  attract  and  keep  top-flight 
talent  today.  By  focusing  solely  on 
large  companies,  however,  you  missed 
a  remarkable  story.  One  of  our  recent 
surveys  showed  that  over  70%  of  our 
member  companies  with  fewer  than 
500  employees  had  profit-sharing  and 
bonus  plans.  And  these  benefits  aren't 
just  going  to  executives  but  to  the 
people  on  the  factory  floor. 
-Jerry  J.  Jasinowski 
President 

National  Association 
of  Manufacturers 
Washin^fton,  D.C. 


time  and  gave  up.  Ryan  Meader 
("Rumormongers,"  Dec.  15,  p.  54) 
picked  up  where  I  left  off  and  devel- 
oped some  great  inside  contacts  at 
Apple.  I  later  started  Mac  Rumor 
Mill,  which  was  also  mentioned  in 
your  article. 

My    dad    has    been    giving    me 
Forbes  articles  since  I  was  15,  and 
I'm  the  first  reader  of  yis^iP  when  it 
gets  to  the  house. 
-Ethan  C.  Allen 
Federal  Way,  Wash. 

Women  in  the  NBA 


This  Game. 


> 

s 


Sir:  Re  "In  defense  of  stereot\^pes" 
(Dec.  1,  p.  112).  Shouldn't  women 
referees  in  the  NBA  be  judged  on 
whether  or  not  they  can  do  the  job? 
Dan  Seligman  doesn't  seem  to  like 
women  refs,  but  he  never  claims  they 
can't  call  a  good  game.  In  fact,  his 
biggest  worry  seems  to  be  they  might 
succeed,  which  would  break  down 
valuable  stereotypes. 
-Ted  Ll\zos 
New  Haven,  Conn. 

Gallic  pride 

Sir:  Re  "Laissez-faire  not  spoken 
here"  (Dec.  1,  p.  58).  Contrary  to 
Denis  Payre's  assertion,  the  French 
did  not  coinvent  the  airplane.  French 
efforts  resulted  in  some  short,  uncer- 
tain hops,  well  after  the  Kitty  Hawk 
flights.  Mr.  Payre  is  right  in  saying 
that  France  has  some  of  the  world's 
best  engineers.  But  the  French  estab 
lishment  has  lapsed  over  the  years  in 
getting  technical  facts  straight  and 
placing  credit  where  it  belongs — both 
fundamental  to  an  environment 
where  innovation  will  flourish. 
-Cameron  Shepherd  Mi 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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riaDDV  On  Sea  Island, 

11/  find  gladness 
I  o  I  /p     at  every  turn. 
lOlvS-.  In  legendary  soil 
and  tennis,  in  spa  and  sea. 
n  an  array  of  worid-admired, 
Mobil  Five-Star  Cloister 
amenities.  And  in  the  spontaneous 
warmth  and  cheer  of  our  staff. 
Bright  days  brim  with  family 
programs,  new  experiences, 
mar\  clous  weather,  shining  spirits. 
Visit  us.  won't  you? 

Call800-SE\ISL\nd. 

The  Cloister,' 

Sea  Island. 

Georgia  31561. 


-ty       "-^THE  CLOIS 


CLOISTER* 


Home  rentals  and  real  eslale  av'ailable. 
Outside  US.  9I2-63&3611. 
www.seaisland.com 


SMALL  COMPANIES  FOR 
BIG  GROWTH  POTENTIAL 


T.  Rowe  Price  Small-Cap  Stock  Fund— the  first  fund  of  us  kmd— 
offers  investors  a  proven  way  to  capitalize  on  the  high  return  potential 
of  small  companies  with  a  moderate  level  of  risk.  The  fund  takes  a 
broad  approach,  investing  in  carefully  selected  small  companies  across 
an  entire  spectrum  of  industries.  This  strategy  has  proven  effective — 
the  fund  was  awarded  a  four-star  (*•**)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  It  was  rated  among  2,189;  1,210; 
and  642  domestic  equity  funds  for  the  3-,  5-,  and  10-year  periods  ended 
10/31/97,  respectively.* 

Because  small  companies  often  have  narrower  markets,  limited  finan- 
cial resources,  and  less-liquid  stocks  than  larger  companies,  their  share 
prices  will  be  more  volatile.  Minimum  investment  is  $2,500  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  hours  for  a 
free  Investment  kit 


|i^    including  a  prospectus 

Hj  1-800-541-6147 


ww\\\  trowcpricc.  com 


Invest  With  Confidence 

T.RoweRrice 


em. 


♦Morningstar  proprietim  i~alini;s  reflect  historical  risk 
monthly  and  are  ciilculated  from  the  fund's  3-.  >-.  and 
returns  with  appropriate  fee  adjustments  ;uid  a  risk  f; 
returns.  Tlie  hind  received  -4,  S,  and  -i  stars  for  the  .v.  ^ 
investment  categorv  receive  S  stars,  and  tlie  next  22.S'/o 
the  i)rospectus  ciu'ehillv  before  investing.  T.  Rowe  Price 


adjusted  perfomuuice  ;ls  of  lO/.ilA)".  Tiicse  r.itings  m:iv  cluinge 
10-year  average  annuiil  returns  in  excess  of  OO-day  TreiLsurv  bill 
ictor  that  reflects  hind  perforniiuice  below  W-d-iv  Ta\Lsurv  bill 
-,  iuid  10-ye;u"  periods,  respectively.  Ten  percent  of  tlie  hinds  in  ;ui 
receive  -i.  Pxst  performance  c;uinot  gu;u~.inttx»  hiiure  results.  Read 
Investment  Services.  Inc  .  Oistribiitor  stso.^'tcvs 


means  more 


to  m^ana 
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More  skill  to  help  you  reach  your  goals 


Whether  you  want  to  adjust  risk  to  enhance  returns, 
minimize  exposure  in  a  specific  transaction,  or 
develop  a  comprehensive  strategy  for  managing 
risk,  Morgan  means  more. 

More  objective,  v/ell- researched  advice.  More  industry 
benchmarks  for  tracking  and  analyzing  risk,  including 
RiskMetricsf  FourFifteen®  CreditMetricsT  and 
CreditManager™  More  innovative  ways  to  measure 
your  short-  and  long-term  exposure.  More  practical 
experience  developing  and  using  advanced  tools  to 
help  manage  risk.  More  clout  to  execute  deals  quickly 
and  at  a  competitive  price  in  every  major  cash  and 
derivatives  market  around  the  world. 

Today,  risk  management  is  at  the  heart  of  many 
critical  business  decisions,  and  J.P.Morgan  has  been 
at  the  forefront  of  risk-related  issues  for  decades.  That's 
why  our  clients  rely  on  us.  They  know  that  for  advice 
and  execution,  Morgan  means  more. 

v/v/w.  jpmorgan.com 


JP  Morgan 


strategic  advice  •  mergers  &  acquisitions  •  debt  &  equity  capital  raising  •  swaps  &  derivatives  m    loan  syndication    •  sales  &  trading  •  asset  management i 

©1 997  J  P  Moigan  &  Co.  IncorpoialecJ  J  P  Moigan  Secuiilies  Inc .  member  SIFC  JP  Moigan  is  the  markeling  name  lor  JP  Morgan  &  Co  Incotporaled  and  ils  subsidiaries  worldwide.  Morgan  means  more*  is  a  service  ma*  ol  J  P  Morgan  i  Co  incorporaled. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


JANET  RENO 

She  saved  her  job. 
And  lost  her  reputation. 


PRICE  OF 

The  Asia  currency  crisis  is  already  distorting  interna- 
tional trade  patterns,  and  those  distortions  will  have 
political  repercussions,  particularly  here  in  the  U.S. 

Our  Treasury  Department  and  tiie  International  Mone- 
tary Fund  are  prescribing  remedies  based  on  a  bogus  tlieory: 
Substantial  devaluations  arc  good  for  getting  a  country  back 
on  its  feet.  Debasing  the  money  means  a  nation's  exports 
become  cheaper;  imports,  pricier.  That  leads  to  a  trade 
surplus,  which  means  capital  for  domestic  expansion. 

The  U.S.  and  the  IMF  are,  in  effect,  advocating  a 
watered-down  version  of  the  1930s  concept  of  beggar- thy- 
neighbor  through  competitive  devaluations.  The  ultimate 
result,  if  unchecked,  is  depression  and  economic  anarchy. 

Any  trade  advantages  a  nation  might  temporarily  receive 

JAPAN  DOESN 

The  Bank  of  Japan  and  the  Japanese  government  some- 
times act  as  if  they  were  oblivious  to  the  lessons  of  the 
Great  Depression. 

Japan  is  about  to  plunge  into  a  recession  after  eight 
years  of  almost  nonexistent  growth.  Its  central  bank  has 
consistently  pursued  a  deflationary  course,  just  as  our  Fed- 
eral Reserve  did — more  stringentiy  and  catastrophically — 
in  the  early  1930s.  Tokyo  has  compounded  this  folly  by 
raising  taxes  on  an  already  overtaxed  population — shades 


BAD  IDEAS 

from  the  devaluation  drug  are  overwhelmed  by  the  reper- 
cussions— domestic  inflation,  higher  interest  rates  and  the 
social  and  political  consequences  that  erupt  when  a  societ\''s 
sense  of  moral  order  is  disrupted.  How  arr  people  supposed 
to  react  when  their  wages  have  been  effectively  cut  by  30%? 

Trade  surpluses  and  deficits  have  never  been,  in  and  of 
themselves,  signs  of  an  economy's  health  or  sickness.  The 
U.S.  routinely  ran  trade  deficits  for  its  first  100  years — and 
we  became  the  greatest  industrial  nation  in  the  world. 

Yes,  many  of  these  beleaguered  Asian  nations  have  serious 
structural  flaws,  and  tiie  crisis  may  force  some  much  needed 
reform.  But  the  benefits  of  tiiese  changes  will  be  delayed  and 
the  agony  of  the  crisis  prolonged  because  of  our  wrong- 
headed  ideas  about  the  benefits  of  manipulating  currencies. 

'T  GET  IT— YET 

of  Herbert  Hoover,  who  in  1932  substantially  boosted 
levies  to  balance  the  budget;  unemployment  jumped  fi-om 
15%  to  a  peak  of  25%. 

Japan  should  take  a  cue  from  Ronald  Reagan.  Sub- 
stantial tax  cuts,  deregulation  and  sound  money  turned 
malaise-ridden,  moribund  America  back  into  an  interna- 
tional powerhouse,  setting  the  course  for  us  to  become 
the  globe's  only  superpower.  We  are  today  still  reaping 
the  rich  harvest  of  the  Reagan  legacy. 


mS'  MAMMOTH  MATRIMONY  TAX 


Next  year  Republicans  should  repeal  the  tax  code's  so 
called  marriage  penalty.  Represen- 
tatives David  Mcintosh  (R-Ind.) 
and  Jerry  Weller  (R-Ill.)  have  pro- 
posed legislation  to  do  just  that. 

The  current  code  punishes 
working  couples  who  tie  the  knot. 
Their  now-joint  incomes  kick  them 
into  higher  tax  brackets,  and  tiieir 
exemptions  are  reduced.  Mcintosh 
cites  an  example  of  a  man  and 
woman  each  making  $30,500  a 
year.  Unmarried,  the  couple  owe  a 


federal  income  tax  bill 


Congressmen  Weller  and  Mcintosh:  Going  for 
a  clean  sweep  of  the  marriage  tax. 


of  $7,184.  If  the  two  are  married, 
the  exaction  rises  to  $8,563 — a 
penalty  of  almost  $1,400.  This 
is  destructively  absurd  at  a  time 
when  even  Washington  pays  lip 
service  to  "promoting  family  val- 
ues." Let  Bill  Clinton  explain  why 
we  can't  afford  to  stop  financially 
punishing  people  who  go  to  the 
altar.  Wliat  the  GOP  will  discover 
if  it  repeals  tiiis  penalt^'  is  that  Clin- 
ton will  do  what  he  often  does  in 
such  situations — revei^se  himself 
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The  Forbes  1997 
All=Star  Eateries  in  New  York 

This  year's  winners  once  a0iiin  come  from  the  digested  wisdom  of  brothers  Bob,  Kip  and  Tim,  and 
two  other  Vorhcs  colleajjues,  Jeff  Cunninjjiham  and  Tom  Jones. 


Aquavit 

Aureole 

Chanterelle 

The  Four  Seasons 

La  Caravelle 


La  Grenouille 

Le  Bernardin 

Le  Cirque  2000 

Les  Celebrites 

Lespinasse 


March 

Oceana 

Parioli  Romanissimo 

Restaurant  Daniel 

"21"  Club 


Le  Cirque  has  been  reborn  Le  Cirque  2000,  with  one 
of  the  best  kitchens  in  New  York;  its  desserts  ai'e  subUme. 
Aquavit  is  another  new  Star  in  this  celestial  sphere.  Its 
Scandinavian  menu  will  melt  the  sangfroid  of  even  the 
frostiest  critic  from  that  region.  La  Caravelle  has  re- 
turned to  superstardom,  steadily  climbing  back  from  a 
disastrous  decline  nearly  two  years  ago.  This  is  one  of  the 
finer  dining  experiences  in  New  York.  Lespinasse  is 
proof  that  a  hotel-located  restaurant  can  occupy  a  place 


in  the  firmament.  La  Grenoviille  demonstrates  that  clas- 
sic French  cuisine  can  still  delight  and  excite  even  the 
most  jaded  palate;  Chanterelle,  that  nouvelle  can  do  the 
same.  March's  very  personable  service  is  icing  on  the 
gastronomically  rich  cake  of  fine  "New  American"  food. 
Restaurant  Daniel's  menu  remains  top-notch;  alas,  its 
service  remains  a  caricature  of  insufferable  Parisians  at 
their  worst.  Oceana  casts  heavenly  hooks  for  those  who 
favor  feasting  at  fine  fisheries. 


Arcadia 

Bouley  Bakery 

Etats-Unis 

Fifty- Seven,  Fifty- Seven 

Frank's  Restaurant 

Gotham  Bar  &  Grill 

Gramercy  Tavern 

I  Trulli 

II  Cantinori 


II  Mulino 

La  Cote  Basque 

La  Reserve 

Le  Gigot 

Le  Regence 

Montrachet 

Nippon 

Nobu 


One  If  By  Land,  Two  If  By  Sea 

Park  Avenue  Cafe 

Patroon 

Peter  Luger  Steak  House 

Picholine 

Seryna 

Union  Square  Cafe 

West  63rd  Street  Steakhouse 


Several  new  Stars  brighten  this  firmament.  Frank's 
Restaurant  may  lack  ambiance,  but  its  superb  steaks 
make  it  a  true  standout.  Le  Gigot  is  a  choice  bistro, 
offering  the  closest  thing  to  an  authentic  French  meal 
and  atmosphere  in  New  York;  its  steak  frites,  an 
absolute  classic.  One  If  By  Land,  Two  If  By  Sea  has 
noteworthy  beef  Wellington  and  creme  brulee.  Sav\y 
businesspeople  are  flocking  to  Patroon  for  its  wonder- 
fiil  food.  Picholine  is  an  eye-opening  delight  and  has  a 
magnificent  cheese  trolley.  Chef  Bouley  is  back  with 
Bouley  Bakery  and  is  better  than  ever. 

Nonrookie  standouts  include  Fifty- Seven,  Fifty- 


Seven,  which  consistendy  serves  superb  fare  in  a 
breathtaking  space;  Peter  Luger  Steak  House,  where 
the  steak  sauce  is  so  satisfying  you'll  want  to  pour  it  on 
everything  else;  West  63rd  Street  Steakhouse,  which 
is  beyond  positive  adjectives;  Montrachet,  a  terrific 
eatery,  despite  blah  decor;  you  must  still  call  ahead  for 
hard-to-get-into  Park  Avenue  Cafe;  another  get-into 
toughie  is  Nobu,  which  delivers  the  goods  with  its 
"nouvelle  Japanese"  menu;  Union  Square  Cafe  con- 
tinues to  pack  'em  in;  Arcadia  maintains  the  same 
nienu,  proving  that  practice  makes  perfect;  II  Mulino 
will  save  you  a  trip  to  Italy. 
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Angelo  and  Maxie's — Paradise  for  cigar-smoking,  red-meat-eating  diners. 

Cafe  de  Bruxelles — Fabulous  pommes  frites,  and  the  city's 

best  selection  of  European  beers. 

Cafe  des  Artistes — Mouthwatering  meals  made  more  luscious  by  Clintonesque  decor. 

Cafe  Nicholson — Eccentric,  Old  World  setting  makes  for  romantic,  mysterious  mealing. 

Canal  House — The  bar  is  the  most  "happening"  of  Downtown  scenes; 

the  dining  room  serves  sophisticated  renderings  of  all-time  classics, 

such  as  macaroni  and  cheese. 

The  Carlyle  Restaurant — Unbeatable  breakfasts. 

China  Grill — Big,  family-style  place  giving  celesdal  portions  of  innovative,  unusual 

Chinese  fare,  such  as  broccoli  rabe  dumplings  with  tomato  sauce. 

Christer's — Superb  food  in  an  atmosphere  as  cozy  as  a  Scandinavian  ski  lodge  on  a  cold  night. 

City  Crab  and  Seafood  Co. — Cleverly  cooked  crustaceans. 

Club  Macanudo — Cigar  smokers'  delight. 

Dial-a-Dinner — A  phone  call  will  get  you  a  delivered  meal  from  a  top  restaurant. 

Downtown — Still  a  groovy  hot  spot. 

Fiorello's  Roman  Cafe — Tasty  Italian  basics  served  with  flair. 

Gabriela's — Hip  crowd  adds  spice  to  the  best  Mexican  food  around. 

Harry  Cipriani — Exciting  people-watching  and  enticing  Italian  food 

create  a  crazy,  tun  place. 

Kings'  Carriage  House — Royal  home-st>^le  fare. 

Layla — Festive  Arabian  Nights  (complete  with  belly  dancer) 

and  exquisitely  delicious  Middle  Eastern  food. 

Mesa  Grill — Southwestern  eatery  that's  a  still-happening  place. 

Molyvos — Greek- based  menu  makes  the  odyssey  well  worthwhile. 

Oriental  Garden — Heavenly  Hong  Kongesque  Chinese. 

Osteria  del  Circo — The  Big  Top  setting  provides  a  perfect 

backdrop  for  all  types  of  celebrations. 

Oyster  Bar  at  Grand  Central — Basic-style  cooking  with  "colortiil"  New  York  service: 

Waiters  whisk  away  the  plates  as  your  last  mouthful  goes  in. 

Patria — Creative,  offbeat,  often  exotic  Latin  cuisine. 

Periyali — Gets  a  gold  medal  for  taking  Greek  food  to  Olympian  heights. 

Petrossian — Best  caviar  in  town,  but  bring  satchels  of  rubles. 

Pravda — Menu  has  two  pages  of  vodkas,  one  of  food — all  first-rate. 

Rosa  Mexicano — One  of  Anerica's  mightiest  Mexican  restaurants. 

The  Royal  Canadian  Pancake  House — ^Visit  this  artery-clogging  oasis 

before  the  FDA  shuts  it  down. 

Second  Avenue  Kosher  Deli — Genuine  Lower  East  Side  kosher  deli  food. 

Scrumptious  chocolate  cake  made  with  water  is  alone  worth  the  trip. 

Shark  Bar — Super  soul  food  in  a  lively  setting. 

Sofia  Fabulous  Pizza — Wonderful  salads  and  pastas,  too.  Rooftop  dining  a  la  Rome  or  Milan. 

The  Terrace — Spectacularly  romantic  setting  and  old-fashioned,  charming 

service  combine  with  very  good  food,  indeed. 

Turkish  Kitchen — Feasts  fit  for  a  sultan. 

Windows  on  the  World — Perfect:  good  meals,  great  view 

and  out-of-this-world  service. 


We're  climbing  to  new  lieiglits  a 


Additives 

Every  day  we  transform  products  and 

Consumer  Care 

substances  into  thousands  of  applications 
worldwide.  Now  we've  transformed 

Performance 

ourselves  into  an  exciting  new  breed  of 

Polymers 

company.  Like  every  natural  evolution  it 

Pigments 

has  happened  with  good  reason. 

Textile  Dyes 

Ciba  Specialty  Chemicals 

Ciba  Specialty  Chemicals  has  developed 
to  anticipate  and  meet  customers'  changing 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  117  global 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible,  1 1 


i 


o'n  novation. 


agile  and  quick  to  react.  By  specializing 
in  five  key  areas  of  expertise,  we  will 
constantly  deliver  the  brightest  solutions 
to  every  fresh  challenge.  We're  investing 
more  and  more  in  research  and 
development  so  expect  to  see  ever  greater 


heights  of  innovation  wherever  you 
see  the  sign  of  the  butterfly.  For  more 
information  on  the  company  that's 
transforming  the  specialty  chemicals 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 


Ciba 
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Value  beyond  chemistry 


Other  Comments 


Howor  Stories  Wanted 

House  Republicans  invite  taxpayers 
to  "share  their  most  harrowing  expe- 
riences" about  the  IRS  and  die  U.S. 
tax  laws.  Submit  contributions  at 
Web  site  address:  liillsource.house.gov. 
-Tom  Herman,  Wall  Street  Journal 

Real  Family  Values 

A  YOUNG  LADY  recently  shared  a  story 
in  which  she  and  the  father  of  her 
child  would  love  to  marry,  but  could 
not  because  of  the  severe  bite  the 
marriage  tax  would  take  from  their 
incomes.  Every  year  more  than  21 
million  couples  are  penalized  for  no 
otlier  reason  than  that  they  choose  to 
come  together  in  holy  matrimony. 

The  marriage  tax  needs  to  be  elim- 
inated. The  money  married  couples 
would  save  under  the  Marriage  Tax 
Elimination  Act  could  be  measured 
in  a  year's  worth  of  auto  payments, 
school  tuition,  or  the  ability  to  wdpe 
out  a  credit  card  bill. 
-Representatr^  Jerry  Weller 
(R-Ill.),  Chica£[o  Tribune 

Running  Scared 

In  a  1993  Gallup  poll,  74%  of  diose 
surveyed  opposed  spending  public 
money  on  private  schools.  By  1997, 
opinion  was  nearly  split  on  the  issue. 
With  such  writing  on  the  black- 
board, the  teachers'  unions  have 
reached  deep  into  their  pockets  to 
fight  the  spectre  of  competition.  The 
National  Education  Association  and 


die  American  Federation  of  Teachers 
contributed  nearly  $5  million  to  polit- 
ical candidates  in  the  1996  election 
cycle.  A  striking  98%  of  that  money 
went  to  Democrats.  It  is  littie  wonder 
that  President  Clinton  has  threatened 
to  veto  any  [school]  voucher  plan  for 
the  District  of  Columbia. 
-The  Economist 


The  snakes  of  Washington,  beware. 
The  snake  eater  has  arrived. 

-Benjamin  Franklin  Shelton, 
commenting  on  his  brother. 
General  Henry  Hugh  Shelton, 
Chairman  of  the  Joint  Chiefs  of 
Staff,  in  the  New  Tork  Times 

Taking  a  Baht 

Last  summer  IMF  chief  Michel  Cam- 
dessus visited  Thailand  and  suggested  a 
floating  baht,  delinked  fi-om  the  U.S. 
dollar,  in  order  to  effect  a  15%  depreci- 
ation to  compete  with  the  faltering 
Japanese  yen.  But  local  investors  and 
the  international  credit  market  imme- 
diately dumped  bahts  for  dollars, 
draining  liquidity.  Six  months  later 
both  the  Thai  currency'  and  stock  mar- 
ket have  lost  60%  of  their  former  value. 
The  government  fell,  the  banking  sys- 
tem is  a  mess  and  there's  no  bottom  in 
sight,  despite  a  $10  bUIion  IMF  loan 
(with  $7  billion  more  fi-om  the  Worid 
Bank)  and  a  40%  hike  in  the  local 
value-added  tax.  All  this  afi:er  an  earlier 
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"If  I  told  you  the  secret  of  making  light,  flaky  piecrust,  it 
wouldn't  be  much  of  a  secret  anymore,  now  would  it?" 


IMF  report  praised  Thailand  for  its 
"remarkable   economic   performance 
and   sound   economic   policies."   So, 
damned  with  strong  praise. 
-Lawrence  Kudlow,  chief  econo- 
mist, American  Skandia 

Reading  the  Write  Way 

Writers  read  skeptically,  ofiien  doubt- 
fially,  sometimes  combatively,  inwardly 
commenting  "Good,"  or  "Wrong,"  or 
"Why.^"  and  lubricating  or  challenging 
the  prose  by  mentally  larding  in  person- 
al experience  in  support  or  refijtation. 
Reading  writers  are  never  receptacles. 
-William  Safire,  in  Good  Advice 

on  Writing,  by  William  Safiire 

and  Leonard  Safir 

Population  Implosion 

During  the  most  affluent  moment 
in  history,  so  many  young  people  say 
they  can't  afford  to  have  two  chil- 
dren. People  weU  into  their  sixties 
look     vainly     for     grandchildren. 
Adoption,  already  excruciatingly  dif- 
ficult, may  weU  become  more  so. 
WiU  the  rest  of  the  country  look  like 
Manhattan,  which  has  the  country's 
largest  concentration  of  people  living 
alone  (48%)  except  for  a  former  leper 
colony  in  Hawaii  .> 
-Ben  J.  Wattenberg, 
American  Enterprise  Institute, 
New  Tork  Times  Ma£[azine 

Cruel  and  Usual 

What  annoys  me  about  diet  books 
is  that  they  are  written  either  by  peo- 
ple who  are  fiinny,  or  people  who  are 
angry.  The  fiinny  ones  think  it  is  the 
most  hflarious  thing  in  the  world  to 
be  compelled  to  eat  less  than  one 
wants,  of  foods  that  one  would  not 
ordinarily  choose.  The  angry  ones 
are  worse;  they  threaten  the  dieter 
with  quick  and  unpleasant  death  if 
he  doesn't  lose  his  excess  weight. 
Both  kinds  of  writers  are  cr^pto- 
Calvinists  who  have  an  addiction  to 
gelatin  in  food;  everything  they  rec- 
ommend seems  to  contain  either  let- 
tuce or  gelatin. 

-The  Papers  of  Samuel  Marchbanks, 
by  Robertson  Davies  Hi 


32 


Forbes  ■  December  29,  1997 


rlK^k 


\^^%%%\  ^  V'JiX^  n  V  Vtter.  r OTv/rif^-  lOM  Jk/i  y.;. 


flon. 


1 


Information  is  power. 

(And  you1l  get  a  lot  more  of  it 

when  you  use  our  56K  modem.) 

When  you're  looking  for  business  infonnation,  you  want  to  get  it  fast  Use  a  U.S.  Robotics®  56K  ■ 
modem  with  xi^"  technology  to  download  the  A/1SN6C  Web  site  and  that's  exactly  how  you'll  get  it 

As  the  fastest  modem  we've  ever  created  for  use  over  regular  phone  lines,  the  U.S.  Robotics 
56K  modem  lets  you  get  the  most  out  of  the  Internet  -  quickly  More  than  1.100  Internet  providers 
worldwide,  including  MindSpnng  and  NETCOM,  offer  live  x2  sen/ice  right  now.  so  you  can  start 
using  your  U.S.  Robotics  56K  modem  today^  We'll  even  guarantee  a  free  upgrade  to  ensure  it  meets 
the  international  56K  standard  when  it's  established  (expected  in  1998).^ 

For  more  information,  call  1-800-525-USR1  or  visit  www.3com.com/x2power.  Even  better  if 
you  buy  a  U.S.  Robotics  56K  modem  right  now.  you'll  get  $50  cash  back  by  mail.'' 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  experience  what  true  power  really  feels  like. 


Moboticsig 
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U.S.  Robotics.  From  the  leader  in  networking. 
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Go  configure. 


Since  Caravan's  Easy  Out  Roller  Seats^^  have  wheels  that  pop  down  like  land\ 


a  variety  of  configurations  is  an  exercise  in  convenience,  not  an  exercise  in...wel  n 


wheelhase  Grand  Caravan,  is  37.  Which  we  figure  is  just  about  right  for  your  avera 


call  1 -800-4- A-DODGE  or  roll  your  cursor  over  to:  www.4adodge.com 


inir,  rolling  the  benches  in  and  out  is  a  snap.  And  arranging  Caravan's  interior  into 
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fcise.  The  total  number  of  possible  configurations  in  all,  including  the  longer 


\urday.  To  learn  more  about  the  terrific  ease  and  versatility  of  Dodge  Caravan, 


Caravan  mM  The  New  Dodge 

Always  use  seat  belts.  Remember  a  backseat  is  the  safest  place  for  children.    Properly  secure  ail  cargo. 


We've 


a  name 


Hey  Smart  Guy.  Pretty  soon 
you1l  be  able  to  make  a  name 
for  yourself  on  the  Internet. 
And  WorldNIC  Services  is  the 
enhanced  domain  name  registrar 
that's  gonna  make  the  whole 
deal  easy  for  you.  We're  the 
only  registrar  service  created 
and  run  by  the  same  people  who 
brought  you  .COM  way  back 
when.  We're  fast,  reliable  and  do 
a  whole  lot  more  than  just  name 
calling.  So  come  on  over  to  our 
place:  http://www.worldnic.com. 


wwwr^Worldhic;^ 


TM 


NETWORK 
SOLUTIONS 

WORLDNIC  SERVICES 


Make  a  name  for  yourself. 


g  Commentary 

^M  on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Chairman 


SIX  MONTHS  AFTER 

Hong  Kong  looks  and  feels  very  much  as  it  did  six 
months  before  its  change  in  sovereignty.  The  cit^''s  bold 
and  gleaming  skyline  is  as  breathtaking  as  ever.  Con 
struction  proceeds  apace;  the  new  airport  nears  comple- 
tion, and  the  new  trade  and  convention  center  has  book- 
ings into  the  year  2006.  The  flags  have  all  changed,  but 
the  headquarters  of  the  People's  Liberation  Army  is  in  a 
building  still  named  the  Prince  of  Wales  Building. 

Asia's  recent  currency  and  stock  market  problems  that 
snowballed  with  the  sudden  fall  of  Hong  Kong's  Hang 
Seng  stock  index  seem  to  have  had  little  lasting  effect  in 
or  on  Hong  Kong.  Hong  Kong's  stock  market  recovered 
quickly  but  is  still  showing  the  irrational  volatility  being 
demonstrated  in  other  major  markets.  The  Hang  Seng 
stock  index  has  declined  22%  in  the  past  six  months. 

But  on  the  up  side,  per  capita  GDP  for  1996  was 
$24,357 — compared  with  $2,800  for  mainland  China; 
real  gro\vth  in  GDP  for  1997  is  predicted  to  be  5.5%; 
inflation  is  now  about  6%,  and  latest  reports  show  unem- 
ployment at  2.3%.  Foreign  investment  remains  strong, 
with  the  U.S.  investing  $16  billion  in  Hong  Kong;  and 
the  mainland,  about  $20  billion.  Hong  Kong  has  foreign 
exchange  reserves  of  $74  billion. 

A  principal  economic  worry  has  been  die  fall  in  tourism — 
from  1.1  million  arrivals  in  December  1996  to  851,000  in 
October.  These  figures  reflect  the  decline  in  tourists  from 
other  Asian  countries  (travel  from  the  U.S.  has  actually 
increased),  which  can  be  traced  to  tightened  consumer 
spending  and  financial  uncertainties  in  those  countries. 

Additional  housing  is  a  pressing  need  fcM'  Hong  Kong, 
but  the  government  is  determined  to  sell  250,000  gov- 
ernment rentals  in  the  next  ten  years,  increasing  to  70% 
the  number  of  families  owning  their  homes. 

PoliticaUy  Speaking 

Cliina  seems  to  be  far  more  interested  in  making  sure 
that  Hong  Kong  succeeds  than  it  does  in  promoting  any 
ideological  or  doctrinal  agenda  at  this  pcMUt.  We  asked 
Hong  Kong's  chief  executive,  Tung  dice  Hwa,  if  he  had 
received  any  insti'uctions  fi-oni  Beijing  on  how  to  handle 
the  recent  currency  and  stock  exchange  problems.  "Not 
even  one  phone  call,"  he  laughed.  Someone  suggested  that 
that  might  be  because  Beijing  had  no  idea  what  to  do. 
More  laughter  But  Hong  Kong's  academic  and  financial 


CHINA'S  TAKEOVER 

advisers  ha\'e  urged  that  no  matter  what  happens.  Hong 
Kong  should  keep  its  dollar  pegged  to  die  U.S.  dollai-. 

A  liighly  taN'orable  signal  was  the  reappoinmient  of  the 
exceptionalh'  able  Mrs.  Anson  Chan  as  chief  secretar)-  for 
administration.  She  is  principal  ad\iser  to  Mr.  Tung  aiid 
heads  the  civil  service.  She  has  great  influence  on  polic\'  deci- 
sions— and  supplies  a  welcome  continuity'.  China  has  not  \ct 
interfered  with,  nor  tried  to  stop.  Hong  Kong's  numer- 
ous small  demonstrations.  During  our  trip  diere  was  e\en 
a  demonstration  that  blocked  Tung's  office  for  14  hours. 

All  of  this  suggests  diat  China  may  keep  its  promises. 
"It  has  only  been  about  four  and  a  half  months,"  said  a 
British  former  high  official,  "but  so  tar,  so  good."  Still, 
doubts  remain.  The  first  "election"  since  the  takeover  was 
held  this  month — an  appointed  selection  committee  chose 
36  people  to  represent  Hong  Kong  in  China's  National 
People's  Congress  (China's  pariiament).  Next  May,  Hong 
Kong's  proxisional  legislature  is  to  be  replaced  b\-  an 
"elected"  body:  Half  of  its  60  members  will  be  appcMnt- 
ed — representing  corporations,  associations,  labor  and 
other  groups — 10  will  be  picked  by  an  electoral  college 
and  the  rest  (but  ne\er  a  majority')  will  be  elected.  It  does 
not  appear  that  elections  will  be  one-man,  one-vote. 

Honii;  Kone  officials  were  anxious  to  know  what  kind 
of  an  impression  China's  President,  Jiang  Zemin,  made 
during  his  visit  to  the  U.S.  this  fall.  They  also  asked  us 
about  what  was  described  as  Taiwan's  "growing  moves 
for  independence."  It  is  clear  that  people  in  Hong  Kong 
are  worried  about  an\'thing  that  might  stir  up  China. 

Outlook  for  the  Future 

There  is  no  doubt  that  the  currency  and  stock  market 
troubles  of  Hong  Kong's  neighbors  will  adversely  affect 
Hong  Kong's  economy.  Exports  that  mo\e  from  or 
through  Hong  Kong  are  bound  to  be  slowed  because  of 
the  reduced  buying  power  of  consumers  in  Japan, 
Thailand,  Malaysia  and  Indonesia  particularly.  Until  the 
currencies  and  stock  markets  stabilize  and  confidence 
returns  (probably  not  for  at  least  another  year-  and  a 
half),  economies  around  the  world  will  suffer  some  loss- 
es. Experts  calculate  that  the  U.S.  economy  will  lose 
about  1%  of  its  previously  predicted  growth. 

On  the  whole,  it  seems  that  "so  far,  so  good"  about 
sums  it  up  for  Hong  Kong  for  now.  ■■ 


Forbes  ■  December  29,  1997 


3/ 


E  Bombay  Sapphire 


■m.^  u 


\S  CEtimiSAtPrt  By  Milton  Gi 


Bombav' 


vol  (94  P, 


enlii.N    I   ©1992  Milton  Glaser 


TRANSPARENT  EYERA 


EDITED  DY  JOSHUA  LEVINE  /  "TO  SEE  A  WORLD  IN  A  Gr......  .   ^aHU  . . .' 


wmssmmm 


Take  two  and  get  happy 


BY  BEN  PAPPAS 


America  is 
putting  the 
ancient 

wisdom  of  Fiji 
to  the  test. 
Can  a  root 
that  tastes 
like  dishwater 
work  like 
Prozac? 


Long  ago,  when  the  tribal  chiefs  of  Fiji 
wished  to  commune  with  their  gods,  they 
would  first  drink  a  ceremonial  beverage  called 
kava,  made  from  the  root  of  a  variety  of  the 
pepper  plant  known  as  Piper  methysticum.  It's 
bitter  stuff,  tasting  like  dishwater  with  a  hint 
of  cloves.  They  drank  it  from  a  coconut  shell 
and,  after  a  strenuous  bout  of  hawking,  gag- 
ging and  spitting,  reported  entering  a  tranquil, 
blissfiil  state. 

In  its  never-ending  search  for  a  legally 
induced  calm,  euphoric  state,  America  is  now 
putting  the  ancient  wisdom  of  Fiji  to  the  test. 
In  New  York  you  can  down  a  kava  smoothie — 
a  mix  of  kava  extract  and  fruit  juice — in  a  local 
"kava  bar."  In  Los  Angeles  you  can  buy  a 
liquid  called  Erotikava. 

For  Colorado-based  Pep  Products/Natural 
Balance  Inc.,  the  trend  has  been  a  Fijian  god- 
send. Pep  has  marketed  something  called 
Happy  Camper  pills  for  the  last  12  years,  but 
undl  tlie  past  few  years  business  was  growing  at 
an  annual  rate  of  only  10%.  Lately,  though, 
sales  have  doubled.  Happy  (hamper  pills  are 
basically  kava,  with  some  other  herbs  thrown  in 
for  extra  oomph.  "Right  now  it  seems  like 
everybody  and  their  dog  is  on  antidepressants," 
says  Stacey  Patcrson,  marketing  manager  for 
Pep  Products,  "so  we  thought  we'd  go  after 


that  market."  Sales  last  year  hit  S2  million. 

Is  the  current  ka\a  craze  a  precursor  to  a 
new  epidemic  of  nirvana-seeking.'  Not  likely. 
The  Food  &  Drug  Administration  has  yet  to 
test  the  herb,  but  nonclinical  trials  of  Happy 
Clamper  at  the  Forbes  offices  produced,  at 
best,  mild  cheerfulness  and  no  discernible 
calm.  The  entire  staff,  however,  reported  a 
sudden  desire  to  fly  off  to  Fiji. 


Take  these  genes  and  shove  it 


Are  you 
genetically 
incapable  of 
holding  a  job? 
A  new  study 
makes  the 
first  link 
between  job- 
hoppers  and 
their  DNA. 


In  the  new  science-fic- 
tion thriller  Gattaca,  set 
in  the  not-too-distant 
future,  your  job  interview 
is  a  DNA  test.  If  your 
genes  don't  make  the 
grade,  you  don't  get  the 
job.  Crazy,  right? 
Apparently  not.  Recently 
a  group  of  researchers  at 
the  Industrial  Relations 
Center  at  the  University' 
of  Minnesota  reported 
finding  a  significant 
genetic  influence  on  a 
person's  propensity  to 
switch  jobs. 

According  to  an  article  in  this  past  summer's 
Journal  of  Vocational  Behavior,  the  study  used 
data  from  more  than  2,400  pairs  of  mono- 
zygotic and  dizygotic  twins.  It  found  that 
genetics  accounted  for  36%  of  the  twins'  job 
shifts  and  26%  of  career  shifts — a  huge  statisti- 
cal correlation.  Even  when  factors  such  as  job 


satisfaction,  work  \alues 
and  education  were  fac- 
tored out,  21%  of  the  job 
shifts  w  ere  still  attributed 
to  genetic  makeup. 

The  results,  while 
enlightening,  are  only  a 
first  step,  says  Brian 
McCall,  an  economist  and 
one  of  the  authors.  One 
of  the  study's  limitations 
is  that  it  does  not  differ- 
entiate between  quitting  a 
job  and  getting  fncd. 
McCall  is  exploring 
fijrther. 
Are  we  already  on  the 
road  to  a  Gattaca-Wkc  fiiture?  "All  we've  really 
found  is  an  association,"  cautions  McCall. 
"Getting  down  to  the  level  where  you  are  iso- 
lating particular  genes  or  anything  of  that 
nature,  if  it  could  ever  be  done,  would  be 
somewhere  in  the  far  fiiture."  That's  what  they 
once  said  about  computers.  Hi 
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Take  two  and  get  happy 


BY  BEN  PAPPAS 


America  is 
putting  the 
ancient 

wisdom  of  Fiji 
to  the  test. 
Can  a  root 
that  tastes 
like  dishwater 
work  like 
Prozac? 


Long  ago,  when  the  tribal  chiefs  of  Fiji 
wished  to  commune  with  their  gods,  they 
would  first  drink  a  ceremonial  beverage  called 
kava,  made  from  the  root  of  a  variet}^  of  the 
pepper  plant  known  as  Piper  methysticum.  It's 
bitter  stuff,  tasting  like  dishwater  with  a  hint 
of  cloves.  They  drank  it  from  a  coconut  shell 
and,  after  a  strenuous  bout  of  hawking,  gag- 
ging and  spitting,  reported  entering  a  tranquil, 
blissfiil  state. 

In  its  never-ending  search  for  a  legally 
induced  calm,  euphoric  state,  America  is  now 
putting  the  ancient  wisdom  of  Fiji  to  the  test. 
In  New  York  you  can  down  a  kava  smoothie — 
a  mix  of  kava  extract  and  fruit  juice — in  a  local 
"kava  bar."  In  Los  Angeles  you  can  buy  a 
liquid  called  Erotikava. 

For  Colorado-based  Pep  Products/Natural 
Balance  Inc.,  the  trend  has  been  a  Fijian  god- 
send. Pep  has  marketed  something  called 
Happy  Camper  pills  for  the  last  12  years,  but 
until  the  past  few  years  business  was  growing  at 
an  annual  rate  of  only  10%.  Lately,  though, 
sales  have  doubled.  Happy  Camper  pills  are 
basically  kava,  with  some  other  herbs  thrown  in 
for  extra  oomph.  "Right  now  it  seems  like 
everybody  and  dieir  dog  is  on  antidepressants," 
says  Stacey  Paterson,  marketing  manager  for 
Pep  Products,  "so  we  thought  we'd  go  after 


that  market."  Sales  last  year  hit  S2  million. 

Is  the  current  kava  craze  a  precursor  to  a 
new  epidemic  of  nirvana-seeking.'  Not  likely. 
The  Food  &  Drug  Administration  has  yet  to 
test  the  herb,  but  nonclinical  trials  of  Happy 
Camper  at  the  FORBKS  offices  produced,  at 
best,  mild  cheerfulness  and  no  discernible 
calm.  The  entire  staff,  however,  reported  a 
sudden  desire  to  fly  off  to  Fiji. 


Take  these  genes  and  shove  it 


Are  you 
genetically 
incapahle  of 
holding  a  job^ 
A  new  study 
makes  the 
first  link 
between  job- 
hoppers  and 
their  DNA. 


In  the  new  science-fic- 
tion thriller  Gattaca^  set 
in  the  not-too-distant 
future,  your  job  interview 
is  a  DNA  test.  If  your 
genes  don't  make  the 
grade,  you  don't  get  the 
job.  Crazy,  right? 
Apparently  not.  Recently 
a  group  of  researchers  at 
the  Industrial  Relations 
Center  at  the  University 
of  Minnesota  reported 
finding  a  significant 
genetic  influence  on  a 
person's  propensity  to 
switch  jobs. 

According  to  an  article  in  this  past  summer's 
Journal  ofVocatiotinl  Behavior^  the  study  used 
data  from  more  than  2,400  pairs  of  mono- 
zygotic and  dizygotic  twins.  It  found  that 
genetics  accounted  for  36%  of  the  twins'  job 
shifts  and  26%  of  career  shifts — a  huge  statisti- 
cal correlation.  Even  when  factors  such  as  job 


satisfaction,  work  values 
and  ecHucation  were  fac- 
tored out,  21%  of  the  job 
shifts  were  still  attributed 
to  genetic  makeup. 

The  results,  while 
enlightening,  are  only  a 
first  step,  says  Brian 
McCall,  an  economist  and 
one  of  the  authors.  One 
of  the  study's  limitations 
is  that  it  does  not  differ- 
entiate between  quitting  a 
job  and  getting  fired. 
McCall  is  exploring 
further. 
Are  we  already  on  the 
road  to  a  Gattaca-\\kc  future.'  "All  we've  really 
found  is  an  association,"  cautions  McCall. 
"Gettine  down  to  the  level  where  vou  are  iso- 
lating  particular  genes  or  anything  of  that 
nature,  if  it  could  ever  be  done,  would  be 
somewhere  in  the  far  ftiture."  That's  what  they 
once  said  about  computers.  ^M 
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Merced 


By  Katarzyna  Moreno 
and  Ben  Pappas 

The  Intel  chip  due  out  in 
1999  will  be  a  monster — 
maybe  12  million  transistors 


Wliat  does  it  mean  for  the  industry? 

Should  Grove  take 
the  same  heat  as 
Gates  for  being  a 
monopolist? 

The  Slot  One 
design  is  an  attempt 
to  do  what  Intel  was  unable  to  do 
in  court — maintain  its  virtual  monopoly 
on  personal  computer  microprocessors.... Windows 
gives  Microsoft  a  stranglehold  on  the  operating  system 
on  which  all  other  applications  are  dependent.  Slot  One 
still  leaves  Intel's  competitors  with  the  possibility  of 
designing  to  that  form  factor  or  designing  their  own 
motherboard.  It  is  up  to  them  to  play  a  better 
game. ...Slot  One  is  clearly  a  Microsoftesque  move,  but 
it  worked  for  Bill,  so  why  shouldn't  Grove  give  it  a 


Yes 


< 


No 


I  don't 
know 


Next  on  Pulse  at  www.forbes.com:  Esther  Dyson's  Release  2.0. 


shot?...  If  Intel  and  Microsoft  were  the  only  ones  left,  I  5 
think  we  would  still  get  the  best  possible  ? 

systems.... Let's  face  it,  it's  a  "Wintel"  world.  i 

r 
r 

Will  Merced  beat  Sun's  Sparc  chip? 

Image  is  everything.  Thanks  to  the 
funky  dancing  spacemen,  the 
masses  don't  care  if  the  Sparc 
chip  is  better  (which  it  is); 
they  just  want  to  make  sure 
they  get  "Intel 
Inside."...Clearly  the  8086 
architecture  needs  to  be  aban- 
doned. It's  now  time  to  take  on 
the  power  of  Sun's  Sparc.  Intel  is  one 
of  the  few  players  with  the  expertise  and  the  r&d 
budget  to  accomplish  this  feat. 

Is  Intel's  Slot  One  a  trick  to  force 
AMD  and  Cyrix  to  redesign  their 
new  processors  to  fit? 

AMD  could  have  taken  a  nice 
chunk  of  Intel's  share  with  its 
K6  (which  is  superior  to  the 
Pentium  mmx  at  a  lower 
price). 

But  AMD  has  had  problems  pro- 
ducing 233MHz  parts  in  quantity'.  Is  that 
Intel's  fault?... Hopefully  AMD's  new  0.25-micron 
process  will  solve  the  yield  problems  in  time  for  the  K6 
3D.... Slot  One  isn't  a  necessity.  Various  companies  are 
developing  (and  soon  shipping)  Socket  7  designs 
with  lOOMHz  bus  speeds  (sooner  than  Intel!)  and 
Accelerated  Graphics  Port  slots.  IM 
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The  federal  budget  deficit 
for  the  year  ended  Septem- 
ber 1997  was  $22  billion. 
Wayne  Ayers,  chief  econo- 
mist at  BankBoston,  expects 
fiscal  1998's  deficit  to  rise 
to  $36  billion,  the  first 
increase  in  six  years.  With 
demand  for  U.S.  Treasury 
bonds  expected  to  rise  (see 
p.  96),  bond  prices  will  con- 
tinue to  increase.  Outcome? 
Lower  yields  right  through 
next  year.  Ayers  forecasts 
that  the  yield  on  a  30-year 
Treasury  (currently  6.08%) 
will  fall  to  5.75%  in  1998. 


Closeup  on  the  Forbes  Index 
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Current    292.1*+         Previous  290.9+  Percent  change      0.4% 


The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  nevi  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for . 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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IBM's  shares  are  up  50%  this  year  to  an  alltime  high 
Its  fundamentals  haven't  nearly  kept  pace. 


Less  than  meets  the  eye 


By  Gretchen  Morgenson 

Are  corporate  earnings  as  good 
these  days  as  they  seem  to  be? 
their  lust  to  produce  upbeat  new 
analysts  have  become  lamentably 
uncritical  (FoRBES,  Dec.  15).  Take 
no  less  a  case  dian  might)'  Inter- 
national   Business    Machines 
Corp.  IBM  has  been  delivering 
nicely  on  the  numbers  it  has 
promised  investors.  With  the  big 
writeoffs    of  the    early    199()s 
behind  it,  IBM  has  produced  an 
almost    unbroken    string    of 
quarterly  earnings  improve- 
ments in  1995,  1996  and 
1997.  Analysts'  consensus 
is  for  a  record  $6.18  a 
share    in     1997,    with 
another  nice  gain  next 
year. 

Accordingly  the  stock 
has  more  than  trebled  in 
price  over  the  past  three  years, 
easily  outpacing  the  market.  This  year 
alone  it  is  up  50%. 

But  has  the  quality  of  the  earnings 
matched  the  reported  numbers?  No. 
You  can  make  an  excellent  case  that 
the  fundamentals  have,  in  fact,  been 
deteriorating. 

Though  the  $80  billion  (revenues) 
company  reported  a  27%  increase  in 
per-share  earnings  for  the  first  nine 
months  of  1997,  it  lost  some  ground 
in  four  of  its  main  business  lines. 


A  very  rosy  stock  price. 


In  the  third  quarter  computer  hard- 
ware, 45%  of  IBM's  total  revenues, 
inched  downward  from  the  same 
period  in  1996.  Also  showing  declines 
in  the  quai"ter  were  software  and  main- 
tenance sales;  rentals  and  financing  rev- 
enues were  flat.  Gross  profit  margins 
fell  from  the  year-earlier  quarter  in  all 
businesses  except  software  and  services. 
Overall  gross  margins  at  the  company 
have  fallen  from  42.2%  in  1995  to 
38.5%  today  (see  charts).  By  its  own 
admission  IBM  continued  to  lag  in 
booming  PCs  and  server  products. 

The  slack  in  profitabilit\'  and  sales 
was  taken  up  by  services,  wliich  grew 
at  a  fast  20%  in  revenues  from  the 
tliird  quarter  of  1996.  This  handsome 
gain  enabled  the  company  to  show  a 
3%  overall  rise  in  revenues. 

How  was  IBM  able  to  convert  a  3% 
revenues  rise  into  a  27%  gain  in  share 
earnings?  Stock  buybacks  and  a  lower 
tax  rate.  In  the  preceding  12  months 
IBM  had  retired  7%  of  its  outstanding 


common  shares.  Its  tax  rate 
meanwhile  fell  from  40.3%  in 
1996's  third  quarter  to  33.5% 
this  year. 

Back  out  these  factors,  and 

IBM  would  have  earned  $3.35 

per  share  in  the  period,  only 

5.3%  more  than  it  made  in  the 

first  three  quarters  of  1996. 

This  is  not  to  take  anything 
away  from  the  impressive  turn- 
around engineered  by  Chair- 
man Louis  Gerstner  and  his 
aides.  When  Gerstner  took 
%   over  in  the  early  1990s, 
IBM  was  spurting  red  ink 
and  foundering.  Today  it  is 
solidly   profitable    again. 
The   question,  however, 
remains:  Is  IBM  as  good  as 
the  market  seems  to  say 
it  is? 

IBM's  lone  major  growth  area 
services,  which  account  for 
roughly  one-quarter  of  the  company's 
revenues.  Some  $9  billion  in  new  ser- 
vices contracts  were  signed  in  the 
quarter.  Accounting  for  profits  on  ser- 
vice contracts  is  trick)'  and  subject  to 
considerable  leeway.  IBM  won't  say,  for 
example,  what  percent  of  total  con- 
tract earnings  it  books  on  its  contracts 
each  year.  But  this  much  is  known: 
Overly  optimistic  contract  earnings 
assumptions  have  caused  headaches 


...but  how  blue  the  outlook? 
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recently  for  competitor  Electronic 
Data  Services  (see  box). 

Take  a  five-year  contract.  Easy 
enough  to  know  how  much  it  will 
cost  to  carry  out  the  contract  for  the 
current  year — but  how  about  the 
fourth  and  fifth  years?  There's  a  lot 
of  assuming  in  this  kind  of  book- 
keeping. 

Elsewhere  IBM  doesn't  have  a  great 
deal  to  cheer  about.  In  mainframes 
the  company  is  losing  market  share  to 
Hitachi,  which  has  more  than  20%  of 
the  market,  up  from  under  5%  several 
years  ago.  Because  a  lot  of  the  soft- 
ware IBM  sells  is  tailored  to  its  main- 
frames, weakness  there  is  hurting  soft- 
ware sales.  IBM's  minicomputers  and 
workstations  are  losing  share  to  servers 
built  by  Compaq.  A  bright  spot  for 
IBM  is  die  disk  drive  business,  but  this 
accounts  for  only  a  small  part  of  over- 
all revenues. 

From  1995  through  this  year,  ibm 
will  have  bought  in  181  million 
shares,  reducing  its  common 
italization  by  about  15%.  Some  of 


^'Long  tails" 

Technology  services 
have  been  the  sunny 
spot  at  IBM.  But  IBM 
will  not  reveal  the 
assumptions  it  uses 
when  it  books  profits 
from  these  long-run- 
ning contracts. 

Electronic  Data  Ser- 
vices earlier  this  year 
found  that  die  costs  of 
servicing  many  of  its 
contracts  were  ending 
up  much  higher  than 
the  company  had  antici- 
pated. In  the  first  six 


months  of  1997  eds 
had  to  write  off  earn- 
ings they'd  already 
booked  on  contracts, 
causing  its  stock  to 
plunge  from  around 
$43  to  $32.50.  Going 
forward,  the  company 
said  it  would  not  record 
any  profits  from  con- 
tracts recently  won  until 
after  their  startup  phases 
had  been  completed — 
an  admirably  conserva- 
tive approach  to  con- 
tract accounting. 

This  is  a  highly  com- 
petitive business;  if  IBM 


is  underbidding  estab- 
lished competitors  like 
EDS,  Keane  Inc.  and 
Andersen  Consulting, 
it  may  have  trouble 
maintaining  its  present 
20%  margins  on  the 
business. 

Fred  Hickey,  a  New 
Hampshire -based  tech- 
nology' analyst  who 
pens  the  Hiffh  Tech 
Strategist.,  says  of  these 
contracts:  "You  don't 
know  the  outcome  in 
year  one,  two  or  three. 
They  have  verv  long 
tails."  -CM.  tm 
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the  $16  billion  for  repurchases  came 
from  earnings,  but  some  of  it  was,  in 
effect,  financed  with  borrowings.  IBM's 
debt  to  total  capitalization  stood  at 
49.1%  in  1995.  It  is  now  57%. 

The  real  bottom  line  for  IBM,  then. 


isn't  as  rosy  as  the  reported  bottom 
line.  Not  only  is  die  computer  colos- 
sus lagging  its  industry  in  growtii,  but 
much  of  the  growth  it  has  shown 
comes  from  financial  shuffling  rather 
than  ftindamental  improvement.    WM 
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As  Dow  Jones  pre- 
pares to  shed  its  market  data 
unit,  it  closes  the  books  on 
one  great  missed  opportunity. 

The  bridge 
that  went 
nowhere 

By  Tim  W.  Ferguson 

From  their  new  27th-floor  board- 
room in  lower  Manhattan,  executives 
of  Bridge,  the  financial  markets  infor- 
mation firm,  enjoy  a  marvelous  view. 
There's  the  Statue  of  Liberty  and  Ellis 
Island.  More  to  the  point,  there's  the 
New  lersey  waterfront  headquarters  of 
Dow  lones  Markets. 

This  last  is  on  nobody's  tour  map, 
but  the  troubled  unit  of  publisher 
Dow  lones  &  Co.  is  of  great  interest 


Bridge's  Wendel 
Financiers  and 


to  Bridge.  Bridge  and 
a  handful  of  others 
have  emerged  as 
second-tier  players  in 
a  business  that  begins 
with  $5  billion  in  total 
sales  of  real-time 
market  data.  By  the 
time  you  add  histori- 
cal data  and  analytics, 
and  the  trading  ser- 
vices that  interactivity' 
allows,  you  may  be  up 
to  $50  billion.  The 
clientele  is  traders, 
bankers,  money  man- 
agers, brokers  and 
financial  planners.  It's  not  topical  jour- 
nalism, but  it  may  be  die  ftiture  of  the 
financial  news  business. 

The  appetite  tor  instant  data  beyond 
the  stock  ticker  was  whetted  a  quarter- 
century  ago  widi  the  unhinging  of  die 
world  monetary  system  and  die  float- 
ing of  exchange  rates.  Early  leaders 
were  Britain's  Reuters  Pic  and  Dow 
Jones  Markets,  then  known  as  Tele- 
rate,  witii  Bloomberg  starting  later  but 
moving  up  tast. 

But  Dow  loncs  began  slipping  back. 
Not  only  did  it  grossly  oNCipay  to  buy 


(c),  top  lieutenants 
teclinologists. 


Telerate,  its  technolo- 
gy' and  content  didn't 
keep  up.  Faced  with 
angry  shareholders, 
Dow  Jones  is  about  to 
sell  die  ailing  di\'ision. 
While  the  other 
major  players  haven't 
shown  much  interest 
in  buying  it,  less 
known  outfits  like 
Bridge  and  Thomson 
Financial  Serxices 
ha\e.  These  two  have 
revenues  of  about 
$400  million  and 
$750  million,  respec- 
ti\'ely,  after  consolidating  scores  of  spe- 
cialized data  and  trading  ser\aces.  For 
eidier,  diis  means  the  big  time. 

Andrew  Delaney  of  Waters  Infor- 
mation Sersices  tracks  die  industrx'  and 
thinks  diat  for  real-time  data,  die  core 
of  the  business,  overall  growth  may 
have  stopped.  In  a  static  market  there 
may  not  be  room  for  e\'cryone.     • 

Bridge,  wliich  die  New  York  buyout 
firm  of  Welsh,  Carson,  Anderson  & 
Stowe  has  pieced  together  with  S550 
million  of  acquisitions  o\'er  only  tvvo 
years,  hopes  to  be  a  surxivor.  So  does 
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Thomson  Financial,  the  Boston-based 
division  of  Canadian  publishing  giant 
Thomson  Corp.  It  has  amassed  con- 
tent ranging  from  American  Banker 
to  First  Call  to  die  Bond  Buyer. 

What  would  they  get  in  the  Dow 
Jones  unit?  Some  90,000  user  termi- 
nals, less  than  half  tlie  total  for  Reuters 
and  slighdy  more  than  Bloomberg's. 

Michael  Bloomberg?  He's  chosen 
to  grow  internally  and  gives  no  sign  of 
changing.  Maybe  he'd  "want  die  real 
estate,"  says  Michael  Wolf,  a  partner 
for  media  at  Booz,  Allen  &  Hamil- 
ton— in  other  words,  the  desk  space 
now  occupied  by  his  competitor's 
terminals. 

However  many  prospective  buyers 
Dow  Jones  attracts,  the  retreat  from 
the  data  business  is  a  shameful  defeat 
for  the  proud  publisher  of  the  Wall 
Street  Journal.  It  hasn't  a  ghost  of  a 
chance  of  recouping  the  $1.8  billion 
it  has  pumped  into  the  data  outfit. 

While  Dow  Jones  has  slugged  it 
out  with  Reuters  and  Bloomberg, 
Thomson  and  Bridge  have  grown  die 
pie  with  service  and  pricing  options, 
which  they  view  as  an  ultimately  win- 
ning strategy  as  content  is  commodi- 
tized  and  the  user  base  expands. 
Thomson  has  signed  up  25,000  Mer- 
rill Lynch  terminals  for  its  ILX  system. 

Bridge  Chief  Executive  Thomas 
Wendel  projects  he  could  have 
500,000  users  versus  fewer  than 
75,000  today.  Quicker  than  Reuters, 
Bloomberg  and  Dow  Jones,  Bridge 
has  geared  up  to  deliver  services 
through  ordinary  PCs,  not  propnetary 
machines.  "Any  time  you  come  late  to 
a  market  that  is  rapidly  changing  and 
technology-driven,"  he  says,  "you 
have  the  opportunit)'  to  create  a  dif- 
ferent price  point.  Simple  system, 
simple  delivery  means  lower  cost." 
Very  cut  and  dried.  The  new  leader- 
ship face  of  markets  information  is 
one  of  financiers  or  technologists 
without  a  journalistic  pedigree. 

Whoever  wins,  Dow  Jones  has  con- 
ceded a  market  where  it  was  once  a 
natural  leader.  At  die  moment  the  big 
winners  are  Reuters  (which  today  only 
gets  about  7%  of  revenues  from  its 
original  news  agency)  and 
Bloomberg,  founded  by  a  market 
trader.  Call  it  one  of  the  most  humil- 
iating corporate  setbacks  of  the 
decade.  ■■ 


doing 


By  Ann  Marsh 


Angeles 


A  FUNKY  ART  DECO  THEATER  in  Los 

Angeles  called  the  El  Rey.  Limos 
stretch  along  the  curb.  Men  in  black 
suits  and  long  ponytails  roll  in  the 
door.  Blink  and  you  could  mistake 
this  for  the  opening  of  Swin£[ers,  the 
popular  flick  about  Los  Angeles 
nighdife. 

Only  these  aren't  actors.  This  is  a 
high-tech  gathering.  "Would  you  look 
at  Microsoft!"  snorts  Stephen 
McKenna,  Sun  Microsystems'  direc- 
tor of  worldwide  entertainment  and 
media  sales.  McKenna  shouts  above 
the  din:  "They've  got  Barbie  over 


The  Rasputiii  rally 

When  Fox  want- 
ed TO  PREDICT 
how  its  animated 
feature  Anastasia 
would  do,  it 
called  a  small 
Internet  startup 
in  Santa  Monica, 

the  Hollywood  Stock  Exchange  (hsx). 
On  this  24-hour  on-line  exchange, 

movies  are  equities  and  stars  are  bonds. 

Register  and  you  get  2  million  "Holly- 


there.  She  wouldn't  know  a  co-ax 
cable  from  a  phone  line."  Sure 
enough,  one  Microsoft  representative 
sports  a  tall  platinum  coif. 

What  are  serious  outfits  hke  Sun 
and  Microsoft  doing  in  this  crowd? 
Business.  Sun  recently  moved  a  15- 
person  media  division  down  to  Los 
Angeles  from  the  Bay  Area.  "You  gain 
reputation  in  Los  Angeles,"  McKenna 
says.  "We  don't  have  the  hipness,  the 
cool,  the  hotness.  So  we've  tried  to 
hook  ourselves  into  hot  companies." 

Sun  is  going  after  what  it  believes 
will  be  at  least  a  $2  billion  market  bv 


wood  dollars."  With  the  "money" 
"Websters"  invest  in  movies — 
"stocks" — or  actors — "bonds."  Com- 
pany revenues  come  from  ad\ertise- 
ments;  players  get  the  money  free  to 
start.  About  70,000  traders  have  regis- 
tered so  far;  20,000  are  active. 

The  prognostication  for  Anastasia 
was  good  and,  surprise,  so  far  the  mo\ie 
is  doing  well,  too.  "We  iPOed  Anastasia 
at  around  $25,  and  it  climbed  to  $41," 
says  CEO  Max  Keiser,  a  former  trader. 
The  exchange  often  lists  moxies  months 
or  vears  before  &ic\  hit  screens.  It  aims 
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the  year  2000  in  new  media.  As  the 
Internet  becomes  the  principal  distri- 
bution channel  for  information  and 
entertainment,  Sun  wants  some  of  the 
action  for  Sun  servers  to  manage  the 
flow  of  on-line  product;  and  for  Java, 
its  programming  language 

Prospective  customers  are  compa- 
nies that  do  Web  design,  and  sell 
financial  advice,  entertainment  and 
anything  else  on-line.  As  technology 
gives  them  new  tools  for  their  talents, 
they  will  become  a  huge  market. 

Nick  Rothenberg,  managing  part- 
ner of  a  prominent  Web  design  firm, 
smiles  at  the  strong  techie  turnout. 
Though  he  boasts  clients  like  Toshi- 
ba, Kaiser  Permanente  and  Infiniti,  he 
has  until  recently  had  trouble  con- 
vincing people  you  can  be  Hollywood 
and  still  be  a  serious  business.  "Sud- 
denly I'm  seeing  Sun  Microsystems 
and  Microsoft,"  Rothenberg  exults. 
Microsoft  pioneer  Paul  Allen  has 
gotten  the  message.  Besides  Dream- 
Works, he  has  invested  in  a  children's 
entertainment  company,  Storyopolis, 


to  become  a  premier  market  research 
firm  for  the  film  industry. 

HSX  is  a  good  predictor  of  perfor- 
mance largely  because  it's  made  up 
of  an  eclectic  group  of  studio 
insiders  and  outsiders  keen  to  the 
street-level  buzz. 

So  what  does  next  summer's  movie 
season  look  like?  Godzilla  (a  Sony  film) 
is  the  fifth  or  sixth  most  widely  held 
security  and  the  most  widely  traded. 
The  most  widely  held  male  actor 
bond?  Harrison  Ford.  And  female? 
Alicia  Silvcrstone.  -A.  M.  ^B 


You're  nothing  without  a  name 


SILICON  BEACH'' 

Venture  Capital 
Investment,  1996 

$849.3  million 

Multimedia  jobs,  1995 

12.S,000 

Multimedia  firms,  1996 

770 
(L.A.  and  Orange  counties) 

Initial  Public  Offerings 
16 

Number  of  Starbucks 

123 

(Los  Angeles  and  Orange 

counties) 

Local  moguls 

Bill  Gross,  idcalab!  and 

Knowledge  Adventure; 

Robert  Kotick, 

Activision 

Average  rent  for 
one-bedroom  apartment 

$704 
Los  Angeles'  wcstsidc 


MOLLVwooD 


SILICON  VALLEY 

Venture  Capital 
Investment,  1996 

$2.37  billion 

Multimedia  jobs,  1995 

50,000 

Multimedia  firms,  1996 

590 

(northern  California) 

Initial  Public  Offerings 

82 

Number  of  Starbucks 

106 

(San  Francisco  and  four 

surrounding  counties) 

Local  moguls 

Larry  Ellison,  Oracle; 

Scott  McNealy,  Sun 

Microsystems;  Jeffrey 

Young,  Yahoo! 

Average  rent  for 
one-bedroom  apartment 

SI, 099 
downtown  San  Francisco 


SILICON  ALLEY 

Venture  Capital 
Investment,  1996 

$255.7  million 

Multimedia  jobs,  1995 
50,000 

Multimedia  firms,  1996 

265 
(New  York  State) 

Initial  Public  Offerings 
20 

Number  of  Starbucks 

11 

(below  23rd  Street  in 

Manhattan) 

Local  moguls 

Esther  Dyson, 

EDventure; 

Jerry  Colonna  and  Fred 

Wilson,  Flatiron  Farmers 

Average  rent  for 
one-bedroom  apartment 

$1,500 
West  Village 


*The  El  Rey  favorite  Sources:  Coopers  &  Lybrand;  Starbucks;  RealData,  Inc.;  Bay  Area  Economic  Forum; 

Apartment  Owners  Association  of  Southern  California,  Carronade  Group;  VentureOne;  Sopfier  (a  division  of  Douglas  Elliman). 


and  reportedly  bought  a  home  near 
Beverly  Hills. 

Five  years  ago  the  interactive  mul- 
timedia phenomenon  centered  on 
what  was  mockingly  referred  to  as 
"Sillywood."  Sill^'Avood  was  built  on 
interactive  CD-ROMs,  which,  before 
people  had  grasped  the  full  scope  of 
the  Internet,  were  widely  regarded  as 
the  wave  of  the  information  and 
entertainment  tiiture.  After  the  Inter- 
net first  exploded  in  1992,  no  one 
wanted  to  buy  an  experience  that 
could  be  had  faster  and  cheaper  on- 
line. c:n-R(^Ms  almost  vanished,  and  so 
did  Sillywood. 

All  the  creative  and  entrepreneurial 
talent  from  the  CD-ROM  era  didn't 
move  away.  It  rechanncled  itself  "The 
industry  got  big  without  the  hoopla," 
says  Joel  Kotkin,  a  fellow  at  Pepper- 


dine  University. 

No  one  is  sure  what  to  call  this 
place  where  high  tech  meets  enter- 
tainment. Digital  Epicenter?  "Oh, 
God!  That's  terrible,"  squeals  a 
woman  at  the  El  Rey.  Technology 
Coast.^  Tepid.  Holly  Wired?  Submis- 
sions like  diese  ha\'e  been  collecting  in 
an  on-line  competition  run  by  a 
group  called  the  Los  Angeles  New 
Media  Roundtable  ("Lawnmower"). 

It's  not  e\en  certain  where  this  vir- 
tual place  is  located.  Inland  near  the 
California  Institute  of  Technologi*'  in 
Pasadena?  In  the  industin^il  loft-offices 
of  Culver  City?  Along  the  beaches  of 
Venice  and  Santa  Monica?  It's  in  all  of 
these  places — because,  whatever  you 
call  it,  it's  really  a  state  of  mind.  "Sil- 
icon Beach"  rolls  easily  off  a  lot  of 
tonu;ues.  WM 
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Japan  is  a  rich  country,  but  most  of  its  people  get 
lousy  health  care.  Blame  socialized  medicine. 


Bad  medicine 


By  Neil  Weinberg 

Implantable  cardioverter  defibrilla- 
tors save  lives.  For  people  whose 
hearts  sometimes  suddenly  begin 
racing,  having  one  of  these  things  in 
your  chest  is  like  having  an  ambulance 
crew  a  few  inches  away. 

In  the  U.S.  last  year  26,200 
patients  received  defibrillators.  In 
Japan,  which  has  nearly  half  our  pop- 
ulation, about  100  people  got  them. 

"We  know  thousands  of  people  are 
dying  every  year  in  Japan  because  this 
device  isn't  available,"  says  Stephen 
Mahle,  president  of  Medtronic's 
Pacing  Business  division,  which  makes 
defibrillators. 

Why?  The  government.  Japan's 
Ministry  of  Health  &  Welfare,  which 
supervises  Japan's  national  health  care 
system,  authorizes  use  of  implantable 
defibrillators;     they     cost     around 
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Dr.  Tadanori  Aizdwa  wilii  bdnuun  udi; 
The  stents  are  still  at  the  dock. 
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$28,000  and  are  prescribed  only  as  a 
last  line  of  therapy. 

Tight  controls  like  this  have  kept 
medical  costs  in  Japan  at  7%  of  gross 
domestic  product,  half  the  U.S.  level. 

To  help  keep  them  there,  Japan's 
health  ministry  has  kept  consultation 
fees  artificially  low,  with  some  office 
visits  paying  the  doctor  only  $8.  So 
doctors  boost  their  income  in  other 
ways.  For  example,  many  operate  their 
own  small  hospitals  and  encourage  long 
hospital  stays.  Enter  an  American  hos- 
pital for  heart  bypass  surgery  and  you'll 
likely  be  home  in  one  to  two  days.  In 
Japan  it  will  take  two  to  three  weeks. 

Japanese  doctors  also  make  ends 
meet  by  filling  their  own  prescriptions, 
pocketing  a  markup.  Is  it  any  wonder 
that  you  can't  leave  a  doctor's  office 
in  Tokyo  without  a  sheaf  of  prescrip- 
tions.^ Japan  spends  28%  of  its  health 


g  Tokyo  University  Hospital 
Socialized  medicine  means  hospitals 
aplenty,  but  little  advanced  care. 


care  budget  on  prescription  drugs,  to 
the  U.S.'  9%. 

The  health  ministry  specifies  how 
much  doctors  and  hospitals  receive  for 
drugs.  It  has  cut  prices  by  nearly  half 
over  the  past  decade,  which  has  led  to 
a  game  between  the  ministry  and  the 
pharmaceutical  companies.  Drug- 
makers  focus  on  winning  approval  for 
increasingly  expensive  new  formula- 
tions, often  of  dubious  medical  value. 
Thus  overall  spending  on  drugs  has 
risen  even  as  prices  have  been  theoret- 
ically cut.  For  doctors,  the  more 
expensive  the  better,  since  costiy  drugs 
tend  to  carry  higher  markups. 

"The  Japanese  system,"  complains 
Mitsuo  Ohmi,  a  drug  analyst  at  Dres- 
dner  Kleinwort  Benson  (Asia)  Ltd., 
"works  exacdy  the  opposite  of  the  way 
markets  are  supposed  to  work." 

At  the  same  time  that  a  lot  of  locally 
manufactured  me -too  and  combination 
drugs  have  gotten  through,  advances 
fi-om  abroad  are  stuck  at  the  dock. 

Tadanori  Aizawa,  a  surgeon  at 
Tokyo's  Cardiovascular  Institute  Hos- 
pital, would  like  to  use  the  latest  car- 
diac stents,  metallic  mesh  devices 
made  by  Guidant  Corp.,  Johnson  & 
Johnson's  Cordis  and  other  U.S. 
firms,  to  keep  patients'  arteries  open 
after  surgery,  but,  as  with  many  other 
medical  devices,  the  health  ministry 
won't  allow  them.  "The  safety  of  [the 
latest]  stents  has  been  proven  overseas, 
but  approval  takes  so  long  here  that 
we  still  can't  use  them,"  says  Aizawa. 

An  outraged  American  public 
kiboshed  Hillary  Clinton's  effort  to 
impose  a  somewhat  similar  system  on 
the  U.S.,  but  the  advocates  of  social- 
ized medicine  haven't  given  up.  The 
pending  Patient  Access  to  Responsi- 
ble Care  Act  aims  to  impose  a  com- 
plicated regulatory  system  on  health 
care  financing. 

Funny  thing  about  us  Americans. 
We're  great  at  preaching  to  other 
countries  about  the  virtues  of  free 
markets,  but  we  aren't  always  willing 
to  take  our  own  advice — even  when 
we  see  what  an  unsatisfactory  situa- 
tion socialized  medicine  has  created 
in  other  countries.  WM 
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CHARTICLE 


If  you  are  feeling  depressed  at  the  state  of  the  world, 
glance  at  this  chart  and  cheer  up. 


The  lost  childiren 


By  Peter  Brimelow 
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When  you  hear  Handel's  "Messiah"  being  sung 
this  Christmas,  listen  for  the  phrase  "acquainted 
with  grief — and  look  at  our  charts. 

That's    what    being    acquainted   with    grief 
means.    Historically,    American    families    lost 
.200       mothers     in     childbirth     and     infants     at 
1700        what  now  seems  an   unbearable   rate.   As 
recently  as  1940  about  one  in  every  300 
pregnant   women   could   expect   to   die. 
By    1960    it   was   one    in    3,000.    And 
remarkable  progress  continues:  By  the 
early  1990s  fewer  than  one  in  10,000 
pregnant     women     were     dying — 
although  an  increasing  proportion  of 
the  U.S.  population  is  from  at-risk 
communities. 

Meanwhile,    infant    mortality 
has  fallen  to  less  than  a  third  its 
1960  rate — and  to  less  than 
tenth  its  rate  in  1915. 

This  change  is  so  profound 

as  to  suggest  a  possible  gulf 

in  understanding  between 

Americans      and      their 

ancestors.  The  famous  Puritan  preacher  Cotton  Mather  lost  8  of  his  15 

children   before   their   second   birthdays.    Both   Abraham   Lincoln   and 

Confederate  President  Jefferson  Davis  lost  children  in  infancy.  Even  at 

the  beginning  of  the  20tli  century  early  death  disrupted  an  estimated 

35%  to  40%  of  all  American  families  before  all  die  children  left  home. 

In  our  cemeteries  old  family  plots  are  dotted  with  tiny  gravestones. 

Those  who  came  before  us  were  acquainted  with  grief  with  an 

intimacy  we  can  scarcely  comprehend.  Americans  have  a  lot  to 

be  thankful  for  this  holiday  season.  ^ 

Research:  Edwin  S.  Rubenstein,  Hudson  Institute. 
edwinr@hii.hudson.org 
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A  new  tribalism 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell 
is  an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


When  San  Francisco  Mayor  Willie  Brown 
leaped  to  the  defense  of  suspended  basketball 
player  Latrell  Sprewell  by  saying  that  maybe 
his  coach  "deserved  to  be  choked,"  the  mayor 
was  just  one  of  many  prominent  black  individ- 
uals and  organizations  to  act  as  if  being  black 
should  entitle  you  to  a  "get  out  of  jail  free" 
card.  It  was  the  same  ugly  feeling  behind  the 
grotesque  rejoicing  that  followed  the  acquittal 
of  O.J.  Simpson. 

It  was  not  that  those  who  were  jubilant  at 
Simpson's  acquittal  necessarily  thought  that 
he  was  innocent.  That  would  explain  relief  but 
not  jubilation.  Whether  or  not  he  was  guilt}', 
they  knew  he  was  black — so  they  scored  this 
as  a  victory  for  "our  side." 

The  tragic  irony  is  that  it  was  precisely  this 
kind  of  blind  and  amoral  tribalism  that  inflict- 
ed so  much  suffering  on  so  many  previous 
generations  of  blacks,  when  it  was  the  tribal- 
ism of  whites.  What  this  new  black  tribalism 
seems  to  be  saying,  in  effect,  is  that  the  only 
thing  wrong  with  racism  is  that  it  was  the 
wrong  race  that  practiced  it. 

Fortunately,  not  all  blacks  are  afflicted  with 
this  new  tribalism,  just  as  not  all  whites  were 
afflicted  with  the  old  tribalism.  Otherwise  the 
civil  rights  revolution  of  the  1960s  could 
never  have  happened.  There  were  not  enough 
blacks  in  Congress  to  pass  the  Civil  Rights  Act 
of  1964  or  the  Voting  Rights  Act  of  1965, 
nor  any  blacks  on  the  Supreme  Court  to 
declare  segregation  unconstitutional. 

What  the  civil  rights  revolution  said,  loud 
and  clear,  was  that  the  rule  of  law  and  of  equal 
rights  for  all  trumped  any  tribalism.  The 
supreme  expression  of  this  view  came  with 
Martin  Luther  King's  ringing  declaration  at 
the  Lincoln  Memorial  that  his  dream  was  of  a 
world  where  people  would  be  judged  by  the 
content  of  their  character,  rather  than  by  the 
color  of  their  skin. 

Tragically,  this  animating  spirit  of  the  civil 
rights  movement — a  spirit  for  which  people  of 
both  races  risked  and  lost  their  lives — began 
to  erode  within  a  decade,  even  though  the 
words,  the  tactics  and  the  gestures  of  that 
movement  have  continued  to  be  employed  till 
this  very  moment  for  dealing  with  other  issues 
that  only  strained  rhetoric  can  encompass  as 
"civil  rights"  issues. 

Barely  had  the  spirit  of  the  civil  rights 


movement  triumphed  and  its  triumph  been 
celebrated  than  it  began  to  be  reversed — by 
the  leaders  and  organizations  that  had  spear- 
headed the  struggle.  Equal  rights  quickly 
metamorphosed  into  equal  results,  to  be 
achieved  by  whatever  preferences,  quotas  or 
other  expedients  were  necessary,  including 
the  expedient  of  lying  about  what  was 
happening. 

Quotas  were  called  "goals,"  preferences 
were  called  "a  level  playing  field"  and  "race- 
norming"  was  not  called  anything  because 
this  unannounced  adjustment  of  test  scores 
by  race  was  not  revealed  until  it  was  discov- 
ered by  critics.  "Qualified"  became  an 
almost  infinitely  expandable  concept,  so  that 
double  standards  could  be  denied  by  saying 
that  only  "qualified"  people  were  being 
hired,  or  admitted  to  college  or  being  placed 
in  whatever  other  positions  required 
qualifications. 

Obviously,  if  you  lower  the  qualifications 
enough,  anyone  can  be  "qualified."  In  the 
case  of  male-female  adjustments  of  physical 
qualifications  to  get  the  right  body  count,  it 
meant  that  not  only  were  you  hiring  female 
firefighters  who  were  incapable  of  carrying 

Equal  rights  quickly 
metamorphosed  into 
equal  results. 


people  out  of  a  burning  building,  you  were 
also  hiring  male  firefighters  who  were  too 
weak  to  perform  this  same  vital  fiinction,  even 
though  they  too  were  now  "qualified."  Such 
was  the  high  cost  of  escaping  the  charge  of 
double  standards  by  lowering  the  qualifica- 
tions for  all. 

An  even  higher  cost  of  reversing  the  civil 
rights  revolution  has  been  a  return  to  a  racial 
spoils  system  that  had  been  the  initial  target  of 
that  revolution.  Moreover,  this  new  racial 
spoils  system  extended  far  beyond  blacks  and 
whites  to  include  an  ever-growing  number  of 
other  ethnic  groups  and  women.  As  the  con- 
cept of  "discrimination"  correspondingly 
expanded,  it  came  to  include  refusing  to  hire 
the  mentally  ill  or  even  failing  to  make 
allowances  for  mental  illness  when  such 
people  could  not  do  their  jobs  right. 

Perhaps  Mayor  Willie  Brown's  declaration 
should  be  preserved  and  repeated,  like  Martin 
Luther  King's  declaration  at  the  Lincoln 
Memorial.  It  would  remind  us  of  how  far  we 
have  come  in  the  wrong  direction  and  alert  us 
to  the  radical — and  tragic — cha:nge  that  has 
occurred.  WM 
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If  we  had  just  removed  the  roc 


By  David  Hill, 


One  of  the  primary  objectives  when  we 
designed  the  C5  Corvette  was  to  make  sure  it 
handles  superbly.  We  would  not  be  happy  with 


Corvette  was  designed  as  a  convertible  right  from 
the  outset.  It  was  the  best  way,  the  only  way  in 
our  minds,  to  make  a  car  that  feels  and  handles 


w 


{The  coupe  has  the  same  stiff  structure,  rear-mounted  1 
transaxle  and  revised  suspension  as  the  convertible.   J 


anything  short  of  a  world-class  sports  car, 
whether  a  coupe  or  convertible.  It  was  critical  that 
we  didn't  just  take  the  coupe  and  chop  off  the  top 
to  make  a  convertible.  The  fact  is,  the  newest 


like  nothing  else. 


Stiffness  and  Slren<^th  We  didn't  want  this  car  to 
suffer  from  the  ride  setbacks  most  convertibles 
ha\'e.  One  concern  was  how  to  avoid  cowl  shake, 
a  common  side  effect  of  remo\ing  a  car's  roof.  So, 
we  made  the  structure  very  rigid.  The  previous 
48-piece  frame  rails  were  replaced  with  twin 
seamless  hydroformed  tubes.  Because  our  new 
hydroformed  frame  rail  is  much  more  durable 
than  a  welded-up  one,  it  won't  weaken  with  time. 
In  fact,  the  structure  was  tested  to  endure  up  to 
three  lifetimes  of  Corvette  usage.  And  not  only  is 


I  The  C5  was  designed  without  a  roof  from  the  start  : 

the  C5  four-and-a-half  times  stiffer  structura 
than  its  predecessor,  it  also  has  a  lower  a^ 
weight.  The  difference  in  rigidity  is  immedia 
noticeable;  lateral  shake  is  virtually  gone,  evi 
the  absence  of  a  structural  crossover  bar. 
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essl.(;  the  (25  Corvette,  after  all.} 
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would  have  been  a  tragedy. 


^hief  Engineer 


'  make  a  world-class  sports  car  that's  also  a  convertible.  \ 


t"  ser-Friendly  Convertible  Once  we  perfected  the 


cture,  our  next  priority  was  to  make  every 
""flimeter  of  the  car  worlc  for  the  driver,  especial- 
\  terms  of  comfort,  spaciousness  and  cargo, 
wanted  the  car  to  be  easy  on  the  driver,  a  rare 


feat  in  convertibles.  So,  the  conh-ols  and  functions 
were  placed  where  it  would  be  natural  to  reach 
for  them.  Enhy  and  exit  are  easier  because  door- 
sills  are  almost  four  inches  lower.  We've  increased 
the  hip,  shoulder  and  leg  room.  There  is  four  times 
more  cargo  space  with  the  top  down  than  with  a  C4. 
Partly  responsible  for  this  are  the  run-flat  tires, 
which  make  a  bulky  and  weight-adding  spare  hre 
unnecessary.  (The  instrument  panel  will  alert  drivers 
when  a  tire  needs  air.)  These  measures  were  taken 
simply  because  we  wanted  customers  to  avoid 
inconvenience  wherever  possible. 

Power  nnd  PerformaiKe  An  obvious  worry  was 
whether  we  would  lose  the  true  spirit  of  a  sports 
car  by  making  it  too  civilized.  We  went  to  great 
lengths  to  make  a  world-class  performer.  The 
newest  Corvette  has  an  aluminum  small-block 
V8  that  produces  345  horsepower  at  5600  rpm, 
350  Ib.-ft.  of  torque  at  4400  rpm  and,  in  coupe  form, 
achieves  a  175-mph  top  speed  . 

Although  it  delivers  more  horsepower  and 
torque  than  the  iron  version  it  succeeds,  the 
C5  engine  weighs  44  pounds  less  and  is  smaller 
in  size.  Basically,  we  packed  more  power  into  a 
more  compact  unit.  We  could  keep  the  hoodline 
low  and  dramatically  improve  aerodynamics  and 
driver  visibility. 

Making  No  Compromises  Perhaps  the  most  vocal 
customer  opinion  was  that  they  wanted  a  no- 
compromise  sports  car;  they  didn't  want  to 
sacrifice  ride  con\fort  for  the  sake  of  performance. 
We  found  breakthrough  methods  to  meet  those 
requirements.  Like  the  composite,  balsa  wotid- 
cored  floor.  It  minimizes  vibrations  for  the  cockpit 


occupants,  while  being  lightweight  and 
strong  enough  to  help  deliver  a  more  fatigue- 
free  driving  experience. 

The  stiff  new  structure  and  re\'ised  suspension 


{Design  attributes  like  the  nostalgic  waterfall  make    1 
the  new  C5  immediately  recognizable  as  a  Cor\ette.   J 

also  demonstrate  how  there  are  no  take-aways  in 
the  new  convertible.  By  shifting  the  transaxle  to 
the  rear,  we  op)ened  up  more  leg  room.  This  also 
freed  up  room  for  a  structural  tunnel  down  the 
middle  of  the  car,  which  increased  its  rigidity. 
That  rigidity  lets  the  suspension  do  its  job  proper- 
ly; instead  of  compensating  for  chassis  flex,  it 
can  focus  on  the  most  important  things:  precise 
handling  and  a  smooth  ride. 

The  Next  Convtte  The  C5  convertible  proves  it  is 
possible  to  marry  high  performance  with  top- 
down  freedom.  Simply  put,  this  thing  is  incredi- 
ble. Even  more  than  the  coupe,  it  will  far  exceed 
people's  exf)ectations.  It  even  exceeded  mine. 
See  why  on  the  showroom  floor. 


Call  1-800-950-2438 
or  visit  www.chevrolet.com 


©1997  GM  Corp.  Buckle  up,  America!  «T 
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AS  I  SEE  IT 


The  wise  old  Nobel  laureate  talks  to  Forbes 

about  deflation  and  inflation,  explains 

why  he  is  skeptical  about  the  European  Monetary  System 

and  tells  why  Asia's  economic  mess 

may  help  Alan  Greenspan. 

Milton  FHedman  at  85 


Bv  Peter  Brimelow 
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Proposed  euro  notes 

Will  they  ever  see  the  light  of  day? 


Mii.TON  Friedman  turned  85  in  July. 
The  Nobel  laureate  economist,  now  a 
Senior  Research  Fellow  at  Stanford's 
Hoover  Institution,  has  just  finished 
his  autobiography,  Two  Lucky  People, 
co-written  with  Rose,  his  wife  of  59 
years,  to  be  published  by  University  of 
Chicago  Press  next  spring.  Now  he 
has  gleetiilly  set  about  mastering  the 
Internet.  Forbes  interviewed  Fried- 
man when  he  turned  80  (Aujj.  17, 
1992)  and  previously  at  76  (Dec.  12, 
1988).  This  year's  rendezvous  took 
place  in  his  apartment,  with  its  stun- 
ning views  of  San  Francisco. 
Forbes:  Deflation  talk 
is  fashionable.  .  .  . 
I  think  the  chances  of  a  1930s-st)'le 
deflation  are  trivial.  You  can  only 
have  that  kind  of  deflation  if  you  have 
a  bad  monetary  policy.  Deflation  is 
the  easiest  thing  in  the  world  to 
avoid;  you  just  print  more  monc\'. 
You're  not  worried  about  invol- 
untary deflation  through  collaps- 
ing flnancial  institutions? 
Oh,  you  can  have  recessions.  You  can 
have  economic  crises  and  financial 
institutions  failing.  But  that  will  not 
produce  deflation  in  the  sense  of 
falling  prices,  as  in  the  Thirties. 

In  1953  I  gave  a  talk  in  Stockliolm 
under  the  title  of  ""Wli)'  the  ^\merican 
economy  is  depression-proof."  V\c 
been  right  for  45  years.  Why  should 
I  change  my  story  now.^ 

And  the  reason  I  said  it  then  is  the 
same  reason  I  say  it  now:  The  Great 
Depression  need  not  have  occurred  if 
the  monetary  authorities  had  behaved 
differently. 

But  price  levels  fell  through  the 
last  part  of  the  19th  century.  .  .  . 
You  can  have  mild  deflation,  but  it 
needn't  be  depression.  From  1879  to 
1896  prices  in  the  U.S.  feU  by  an 
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Rose  and  Milton  Friedman 

As  the  book  says,  two  lucky  people. 


Alan  Greenspan 

The  best-ever 

chairman 

of  the  Federal 

Reserve? 


average  of  3%  a  year.  From  1896  to 
19 1 4  they  rose  by  an  average  of  3%  a 
year.  The  economic  rate  of  growth 
was  identical  in  the  two  periods.  So 
it's  pretty  clear  that  deflation  doesn't 
mean  depression. 
Okay,  but  you  can  have  mild 
deflation  without  depression. 
And  even  mild  deflation  does 
mean  different  investment  strate- 
gies. It  means  lower  interest  rates 
and  higher  bond  prices.  It's  an 
issue  for  Forbes,  because  the 
editor  has  us  on  the  line  saying 
U.S.  bonds  are  a  good  buy. 
Oh!  Well!  [Laughs.]  At  the  moment 
I  feel  that  they're  probably  a  pretty 
good  buy — but  not  for  die  long  term. 
At  the  moment  we  have  a  rate  of 
inflation  of  about  2%  to  2/^% — maybe 
1%  to  1'/:%,  allowing  for  overstate- 
ment (because  there's  no  doubt  offi- 
cial statistics  overstate  the  rate  of 
inflation — they're  not  properly  allow- 
ing for  qualitative  improvements). 
We've    had    very    good    monetary 
policy  ever  since  Alan  Greenspan  has 
been   chairman — the    best   of  anv 


Bank  of  Japan 

Now  may  be  the  time  to  print  money. 


period  since  the  Federal  Reserve  was 
established  in  1913. 

But  Greenspan  is  not  going  to  stay 
chairman  forex  er.  We're  getting  eupho- 
ria about  how  inflation  is  deaci.  Yes,  die 
pipeline  is  set  for  the  next  year  or  two. 
We're  not  going  to  have  significant 
inflation  in  die  next  year  or  two. 

But    longer    term,    inflation    is 
headed  up  and  not  down.  Money 
supply  has  been  going  up  at  3%  or  4% 
per  year — recently  at  about  7%.  And 
that   was    already    showing    up    in 
wages.  Now  I  think  developments  in 
East  Asia  will  slow  things.   But  I 
would  not  be  prepared  to  say  that  for 
the  next  ten  years  the  consensus  esti- 
mates of  2%  to  2'/^%  inflation  will 
work  out.  Sometime  within  the  next 
10  to  12  years  we'll  have  a  period  of 
much  higher  inflation. 
You're  absolutely  confident  that 
we're  not  going  to  see  a  secular 
decline  in  prices  for  a  long  period 
of  time?  We  can't  go  back  to  the 
situation  that  obtained  in  the  late 
19th  century? 

We  could.  But  I  don't  think  we  will. 
Because  of  political  opposition — 
gi\"en  that  we  know  how  to  prexent 
it.  And  gi\en  our  past  history,  partic- 
ularly the  Great  Depression.  Now,  if 
there's  any  country  in  which  the 
deflation  scenario  is  possible,  it's 
Japan  right  now. 
Do  you  see  that  spilling  over? 
Of  course,  but  it's  not  a  major  spill- 
over. And  I  don't  think  it'll  happen  in 
Japan.  I  don't  understand  the  way  in 
which  the  Japanese  central  bank  has 
been  working.  They  should  be  print- 
ing more  mone)\  And  sooner  or  later, 
it  seems  to  me,  diey're  going  to  do  so. 
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Helmut  Kohl 

and  Francois  Mitterrand 

Paying 
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You  see,  the  prob- 
lem   is    that    central 
bankers  are  hipped  on 
the    idea    that    they 
should  worry  about 
interest    rates.    The 
Japanese  central  bank 
says,  "We've  done  all 
we  could;  look  how 
low  interest  rates  are." 
But  they  have  another 
alternative.  They  don't  have  to  care 
about  interest  rates.  They  can  just  go 
and  buy  up  government  securities.  If 
they  drive  the  interest  rate  to  zero, 
what  difference  does  it  make.''  The 
effect  would  be  to  put  more  money 
in  circulation  and  to  offset  this  extra- 
ordinary situation  in  which  they  had 
a  speculative  bubble;  they  broke  it  by 
cutting  money  supply,  and  they've 
been  suffering  ever  since  because  they 
can't  get  any  upward  momentum. 
Is  that  what  will  spark  the  next 
U.S.  recession — a  trading  part- 
ner's troubles? 

No,  I  believe  the  next  problem  in  the 
U.S.  will  be  an  inflationary  sui"ge  in  the 
money  supply.  What  always  happens 
under  those  circumstances  is  that  when 
the  Fed  starts  raising  the  interest  rate, 
it  tends  to  overdo  it.  [Laughs.]  The 
market  will  overreact.  And  that's  where 
you're  going  to  get  your  recession. 
What  do  you  think  about  the 
stock  market? 

Well,  I  think  the  stock  market  is  over- 
valued. But  it's  not  setting  up  for  a 
major  crash. 

When  we  last  spoke,  you  predict- 
ed that  the  European  Monetary 
Union  would  collapse.  And  it  did. 
Britain  and  Italy  came  out. 
Yes,  it  collapsed.  I've  also  been  pre- 
dicting that  the  euro  would  never 
happen.    I'm    still    not   sure    I'm 
wrong.  The  costs  have  been  enor- 
mous. To  preserve  the  link  between 
the  franc  and  the  deutsche  mark, 
the  French  had  to  adopt  tight  mon- 
etary and  fiscal  policy.  They  got 
double-digit  unemployment  and 
recession.  Britain  and  Italy  floateci 


Wall  Street  Journa 
Editor  Bob  Bartley 
Fixed-rate 
idee  fixe? 


and  have  prospered. 

Why  are  the  Europeans  doing 

this? 

For  strictly  noble  political  purposes. 
[Former  French  President]  Mitter- 
rand and  [German  Chancellor]  Kohl 
believed  that  they  were  the  last  lead- 
ers of  their  countries  to  experience 
World  War  II.  They  were  determined 
to  set  up  a  system  in  which  World 
War  II  could  not  happen  again.  And 
they  were  willing  to  pay  an  enormous 
economic  price. 
What  do  you  think  will 
happen  now? 
I'm  baffled.  I  really  don't  know. 

Jerry  Jordan  of  the  Cleveland 
[Federal  Reserve]  has  made  a  very 
good  point.  Suppose  the  euro  is  in 
existence,  with  a  central  bank  over- 
seeing it.  What  assets  is  it  going  to 
deal  with?  If  the  U.S.  central  bank 
wants  to  increase  the  money  supply, 
it  buys  U.S.  government  bonds.  If  it 
wants  to  decrease  the  money  supply, 
it  sells  U.S.  bonds.  On  the  balance 
sheet  of  the  European  central  bank, 
to  begin  with,  the  assets  will  be 
francs  and  deutsche  marks  and  so 
on.  But  if  it  wants  to  increase 
money  supply,  what  does  it  buy? 
German  bonds,  Italian  bonds, 
French  bonds? 

Because  to  the  extent  that  it  does 
anything,  it's  going  to  affect  the 
economy  of  the  various  countries 
differently? 

Exactly.  If  you  had  first  a  political 
unification  of  Europe  and  the  sepa- 
rate national  bonds  were  converted 
into  a  European  Union  issue,  it'd  be 
no  problem.  Or  if  the  European 


Japanese  stock  traders 

Looking  for  some  upward  momentum. 


bank  was  going  to  start  out  by 
deflating,  it  could  sell  its  own  secu- 
rities, and  then  it  would  have  some- 
thing to  deal  with.  But  over  time  it's 
going  to  be  expanding  the  money — 
to  keep  prices  stable  with  output 
growing,  it  has  to  increase  the 
money  flow.  All  right — how?  It 
makes  a  big  difference  to  the  French 
or  the  Italians — or  the  Germans — 
whose  bonds  are  used. 

They're  going  at  political  unification 
backwards.  I  am  still  not  willing  to  bet 
my  life  that  the  euro  will  go  into  exis- 
tence. I  think  there's  still  a  substantial 
chance  that  between  now  and  then  the 
whole  thing  will  break  down. 
But  the  will  of  Europe's  political 
elite  to  do  this  is  phenomenal. 
Phenomenal.  The  people  are  opposed 
to  it.  And  who  is  being  stupid  in  all 
of  this,  in  my  opinion,  is  the  business 
community  in  Europe.  They're  not 
going  to   benefit  from  the   euro, 
they're  going  to  be  harmed  by  it. 
Why? 

Because  the  euro  will  lead  to  a  less 
prosperous  Europe.  For  example: 
Spain  is  hit  by  something.  It  can't 
adjust  by  having  its  exchange  rate  fall. 
It's  going  to  adjust  by  rules,  by  regu- 
lations, by  more  control. 
Will  the  euro  be  an  inflationary 
or  deflationary  factor  in  the 
world  economy? 

Neither  inflationary  nor  deflation- 
ary— if  there  are  floating  exchange 
rates.  And  most  exchange  rates  float. 

But  who  knows  what's  going  to 
happen  if  they  go  to  the  euro?  There 
could  be  a  real  donnybrook  in  Europe. 
Enough  to  impact  the  world? 
Oh,  yes. 
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Isn't  there  increasing  central 
bank  intervention  in  exchange 
rates — more  dirty'  floats? 

Oh,  there 've  always  been  dirt\^  floats. 
The  only  ones  that  are  not  dirt)' 
floats  are  Hong  Kong, 
at  the  moment,  Argen- 
|tina  maybe,  Lithuania, 
Estonia.  The  Thais  had 
pegged  the  baht 
against  the  U.S.  dollar. 
When  the  dollar 
appreciated,  that  was  a 
real  problem  for  them. 
But  every  pegged 
exchange  rate  system 
tends  to  go  the  same 
way.  If  there  is  central 
bank  intervention,  it  gets  out  of 
alignment. 

Where  does  the  Wall  Street  Jour- 
nal's editorial  page  campaign  for 
fixed  exchange  rates  fit  into  this? 
You  got  me!  I  think  that's  just  an 
aberration.  My  God,  how  the  hell  can 
they  stick  with  that?  They've  just  got 
an  idee  fixe  about  it.  Like  they've  got 
on  immigration.  It's  just  obvious  that 
you  can't  have  free  immigration  and 
a  welfare  state. 

The   debate   about  floating  ex- 
change rates  has  been  won  by  the 
floaters.  Other  than  [Columbia  Uni- 
versity economist  Robert]  Mundell, 
who  is  a  nonfloater  among  major 
American  economists.' 
[  Wall  Street  Journal  Editor 
Robert]  Bartley  says  he  thinks 
the  nation -state  is  dead,  that 
we're  moving  to  a  world  driven 
by  markets,  free  movement  of 
labor  and  capital — I'm  not  sure 
what  he  thinks  the  political  insti- 
tutions will  be.  Your  view? 
No,  I  don't  think  the  nation-state  is 
dead.  And  all  attempts  to  depart 
from  the  nation-state  in  the  direc- 
tion  of  the   U.N.    and   a   United 
States  of  Europe  have  so  far  been 
complete  disasters.  It's  kind  of  hard, 
I  think,  to  get  the  American  public 
to  go  that  direction  very  far.  They're 
not  very  happy  \\'ith  the  U.N.  There 
are  beginning  to  be  some  rumbles 
about  opposition  to  the  IMF. 
A  lot  of  opposition  to  Nafta  came 
from  fear  of  loss  of  sovereignty.  .  .  . 
I  thought  Nafta  was  a  terrible  ti-eat)' — 
except  that  it  was  better  than  nothing! 
[Laughs.]  I'd  rather  have  unilateral 
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Gas  prices  then— and  now 
Maybe  it's  inflation  redux. 


fi-ee  trade  in  the  U.S. 

Other  examples  [of  failed  suprana- 
tional institutions]  are  the  IMF  and 
the  World  Bank.  We  would  never  do 
with  our  own  money  \\hat  the  IMF 
and  the  World  Bank  have  done. 

Look  what's  happening  now  with 
Iraq.  The  U.S.  wants  to  hide  behind 
the  U.N.  Our  Iraq  policy  has  been 
stupid  from  the  beginning.  We 
ought  to  declare  defeat.  Gi\e  up.  Say 
we're  not  going  to  be  a  policeman 
for  the  Europeans.  Call  it  isolation- 
ist if  you  will,  but  I  don't  see  any 
other  way  out. 

Talking  of  isolationism:  Congress 
recently  refused  to  renew  Fast 
Track  [the  President's  enhanced 
authorit)'  to  negotiate  further  free 
trade  treaties].  On  the  political 
right,  there's  clearly  increasing 
interest  in  protectionism,  for 
example  voiced  by  Pat  Buchanan. 
Are  you  concerned? 
Buchanan's  not  a  fool.  But  on  eco- 
nomics, he's  terrible!  Well,  historical- 
ly, the  American  Right  has  ah\ays 
been  protectionist.  McKinley,  the 
1896  election.  .  .  . 

I  don't  think  it's  much  of  an  eco- 
nomic threat.  Given  the  size  of  the 
LT.S.  and  the  amount  of  internal  ti-ade 
and  the  ability'  to  get  around  protec- 
tionism via  the  Internet,  via  various 
other  means — I  don't  think  protec- 
tionism is  a  real  threat. 
See  you  in  2002? 

[Laughs.]  The  odds  are  against  it! 
But  fll  be  delii;hted.  "  ^ 
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LET'S  KEEP  PLAYGROUNDS  OFF  THE 
ENDANGERED  SPECIES  LIST 

Two  Million  American  Kids  Are  at  Risk. 
You  and  Your  Business  Can  Help  Change  That 

The  national " America's  Promise  —  The  Alliance  for  Youth"  initiative,  headed  by  former  General  Colin  Powell,  has  identified  safe  places  to 
play  as  a  basic  resource  that  kids  need  to  grow  into  healthy  productive  adults. 


Reducing  the  Danger 


? 
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Dennis  Chookaszian, 
Chairman  and  CEO.  CNA 


laygrounds  in  many  cities  are  on  tlieir 
way  to  extinction.  The  biggest  reason? 
Many  playgrounds  are  unsate.  Faced  witti 
the  threat  of  costly  liability  suits  and  the 
constraints  of  tight  budgets,  some  cities 
have  responded  by  paving  over  the  only 
place  for  safe,  healthy  activity  available  to 
many  children. 

Reducing  and  eliminating  risks  faced 
by  our  children  is  a  tradition  at  CNA,  and 
now  we're  doing  even  more  to  help.  We're 
joining  "America's  Promise  —  The  Alliance  for  Youth"  by  sponsoring  the 
rebuilding  of  safe  playgrounds  around  the  nation.  In  addition,  CNA  is  issuing 
a  challenge  to  other  businesses,  individuals  and  organizations  to  do  the  same. 

We  set  the  stage  for  this  challenge  last  June  when  we  joined  with  the 
nonprofit  organization  KaBOOM!  to  build  a  playground  at  a  school  on  the 
south  side  of  Chicago.  More  than  700  CNA  employees  spent  a  hot  summer 
day  working  hard  to  help  the  playground  take  shape.  During  the  next  three 
years,  CNA  employees  will  build  50  more  playgrounds  where  they're  needed 
most  around  the  nation. 

Through  our  businesses,  we  insure  the  lives  of  parents  and  children 
alike.  CNA  also  insures  the  homes  and  playgrounds  in  which  our  children 
live  and  play.  Moreover,  we're  one  of  the  largest  investors  in  municipal 
bonds  that  finance  city  services  and  schools.  We're  not  just  talking  about 
our  customer  and  civic  commitments  —  we're  living  them. 

CNA  celebrated  its  100th  anniversary  on  December  4.  Now  we're 
launching  a  second  century  of  helping  America  keep  its  commitments  by 
reinvigorating  our  long-standing  corporate  commitment  to  youth. 


During  this  past  year,  we've  reminded  customers  and  employees  alike  that 
CNA  has  built  its  business  by  anticipating  and  managing  risks.  We  know  that  IHui 
all  worthwhile  endeavors  involve  some  degree  of  risk,  but  eliminating  unne 
sary  danger  increases  the  likelihood  of  success.  Therefore,  the  government, 
individuals  and  corporate  America  alike  must  help  at-risk  children  beat  the 
odds.  They  are  our  future;  let's  help  them  grow  up  safe  and  healthy. 


Keeping  Children  Safe 


Playgrounds  are  a  fundamental  part  o'  J 
t 


^^^^^^^  I    the  childhood  experience.  They  shoulc|| 

^^flfPIH  be  safe  havens  for  children.  Unfortunately,  | 

^^^-     ^^  each  year  about  200,000  children  are  taket 

m  '  to  U.S.  hospital  emergency  rooms  as  a 

jL  result  of  playground  injuries.  Many  of 

^^^L  ^^^  these  injuries  are  preventable. 

^^^^^^  ^^^  Our  job  at  the  U.S.  Consumer  Product 

^^^^HUf^BLJ     Safety  Commission  (CPSC)  is  to  help 

keep  families  and  children  safe  at  home 
and  at  play.  That  is  why  CPSC  has  issued 
playground  safety  guidelines  as  a  detailed 
working  blueprint  to  help  local  communities,  schools,  day  care  centers, 
churches  and  synagogues,  and  corporations  build  and  maintain  sate 
playgrounds.  CPSC  also  recalls  playground  equipment  that  presents  a  haz- 
ard. Most  playground  injuries  are  the  result  of  falls  from  the  equipment 
onto  the  ground.  Therefore,  CPSC  recommends  playground  surfaces  that 
provide  cushioning  from  falls,  like  wood  chips,  mulch,  sand,  pea  gravel  or 
synthetic  materials.  Interestingly,  grass  is  not  on  the  list.  Even  when  it  is 


\ 


Ann  Brown 

Chairman,  U.S.  Consumer 

Product  Safety  Commission 


ew  and  thick,  grass  is  not  resilient  and  does  not  sufficiently  cusfiion  falls, 
i/hatever  material  is  used,  protective  surfacing  is  essential  to  prevent  head 
auma  and  other  serious  injuries  from  falls. 

We  are  pleased  that  KaBOOM!  has  committed  to  building  its  playgrounds 
ccording  to  CPSC  safety  guidelines  —  from  initial  construction  to  long- 
3rm  maintenance.  That  means  that  those  playgrounds  will  be  as  safe  as  we 
now  how  to  make  them. 

Since  I  became  chairman  of  CPSC  nearly  four  years  ago,  I  have  talked 
bout  safety  as  a  shared  responsibility.  Through  CPSC,  the  federal 
overnment  is  doing  its  part.  KaBOOM!  is  doing  its  part  by  bringing  safer 
)laygrounds  to  communities  across  the  nation.  Parents  do  their  part  by 
lupporting  these  efforts  locally.  Likewise,  corporations  are  contributing  by 
jroviding  funding  for  this  playground  safety  campaign.  By  working  together, 
ye  can  all  help  to  make  playgrounds  safer  for  America's  children. 
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CEO  and  founder.  KaBOOM! 


Building  Better  Places  to  Play 

hildren  across  this  nation  need  the 
opportunity  to  swing,  slide,  climb  and 
crawl  —  safely.  But  several  million  do  not 
have  this  opportunity  because  they  do  not 
have  a  playground  nearby.  Corporations 
that  care  about  children,  their  parents  and 
the  safety  of  their  communities  can  change 
this  situation  by  participating  in  a  very 
special  campaign  called  KaBOOM!  LET  US 
PLAY.  Through  the  campaign  (our  commit- 
ment to  "America's  Promise  —  the 
'\lliance  for  Youth"),  we  call  on  corporations  across  this  country  to  erect 
1 ,000  community-building  playgrounds  by  the  end  of  the  year  2000. 

At  KaBOOM!,  we  believe  in  play  because  it  is  the  "work"  of  children.  When 
we  take  away  opportunities  for  children  to  test  their  physical  skills,  develop 
self-esteem  and  interact  constructively  with  their  peers,  we  effectively  make 
these  children  "unemployed."  By  building  playgrounds,  we  invest  in  our 
children  and  the  safety  of  the  communities  on  which  our  businesses  depend. 
The  goal  of  the  KaBOOM!  LET  US  PLAY  campaign  is  to  ensure  that  every 
child  in  America  has  a  safe  place  to  play.  Corporate  America  can  provide 
funding,  sponsorship,  resources  and  services,  products  and  employee 
volunteers.  CNA,  for  example,  has  taken  an  admirable  step  forward  by 
becoming  a  founding  sponsor  of  the  KaBOOM!  LET  US  PLAY  campaign. 
Its  sponsorship  will  enable  us  to  build  playgrounds  in  the  city  of  Chicago 
and  nationwide  where  CNA  has  a  concentration  of  employees.  We  hope  that 
other  corporations  will  make  possible  similar  initiatives  in  New  York,  Los 


Angeles,  Washington,  D.C.,  Atlanta,  Boston,  Dallas,  San  Francisco,  Miami, 
Philadelphia  and  other  cities  where  there  is  a  need. 


For  more  information  about  ttie  KaBOOM!  LET  US  PLAY  initiative,  call 
1-888-/89 -FLAY  or  visit  its  Web  site  at  wwwMaboom.org.  Help  at-risk 
children  have  a  safe  place  to  play  in  your  own  corporate  hometown. 


For  AH  the  Commitments  You  Make' 


CNA  is  one  of  the  leading  insurance  organizations  in  the  United  States  Active  in  a  broad  line  of  insur- 
ance business,  CNA  has  100  years  ol  experience.  assetsol$61  billion  and  stockholders' equity  of  $11 
billion  as  of  December  31.  1996  CNA  is  a  registered  service  marl(  of  the  CNA  Financial  Corporation. 
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H.W.  Wilson  Co.  had  a  niche-marketer's  dream: 
a  unique  product  too  costly  for  competitors 
to  duplicate.  So  Wilson  went  to  sleep. 

Mousetrapped 
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By  William  P.  Barrett 

Halsey  William  Wilson,  founder  of 
New  York  City-based  H.W.  Wilson 
Co.,  used  to  keep  a  bronzed  mouse- 
trap by  his  desk — a  reminder  of  Ralph 
Waldo  Emerson's  remark  that  if  you 
make  a  better  mousetrap  "the  world 
will  make  a  beaten  path"  to  your 
door.    But    that's    bad 
guidance  these  days. 
Today  if  you  build 
a  better  mouse- 
trap, some  other 
guy  will  figure 
out     how     to 
improve  on  it, 
and  pretty  soon 
your  customers 
will  be  beating  a 
path  to  the  other 
guy's  door. 

H.W  WUson  Co. 
has  learned  that  the 
hard  way.  Founded  in 
1898,  the  firm,  with  its  famous 
Readers'  Guide  to  Periodical  Litera- 
ture and  other  high-quality  library 
indexes,  long  occupied  a  comfortable 
niche:  collecting,  analyzing  and  cross- 
referencing  published  works.  But 
though  the  Wilson  outfit  perfected 
the  business,  it  is  no  longer  the  major 
player.  In  a  broader  market  it  badly 
trails  the  Thomson  Corp.'s  Informa- 
tion Access  Co.,  Bell  &  Howell's 
UMI,  Ebsco  Industries  and  Reed  Else- 
vier. Over  the  past  five  years  Wilson's 
sales  declined  to  $38  million,  on 
which  it  netted  a. paltry  1.5%  operat- 
ing margin,  and  Readers'  Guide's 
print  circulation  has  dropped  8%  over 
the  last  year  alone. 

Harold  Regan,  Wilson's  remark- 
ably candid  president  and  chief  exec- 
utive officer,  explains:  "The  compa- 
ny took  it  on  the  chin  from 
customers  who  wanted  data  deliv- 
ered electronically.  There  was  some 
degree  of  complacency.  We  had  the 
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market  to  ourselves." 

One  reason  it  had  the  market  to 
itself  for  so  long  was  that  indexing 
was  extremely  labor-intensive — so 
much  so  that  someone  long  ago  sug- 
gested that  convict  labor  be  used  to 
keep  down  costs.  A  paternalistic  boss 
without  children,  Wilson  gave 
employees  most  of  the  stock.  After 
his  death  in  1954,  the  company  went 
on   grinding   out   its   books   every 


H.W.  Wilson  Co. 
founder  Halsey 
William  Wilson 
(inset);  current  boss 
Harold  Regan  next 
to  a  symbolic 
mock  lighttiouse 
atop  a  giant  book  on 
tine  roof  of  company 
headquarters 
in  the  Bronx 
It's  a  century-old 
national  treasure 
devoted  to 
high  quality, 
but  a  business- 
school  case  study 
for  precipitous 
loss  of  market 
share. 


month  and  every  year  out  of  its 
Bronx  compound,  with  little  compe- 
tition, decade  after  decade.  It  paid 
most  of  the  profits  to  its  employee- 
owners,  whose  stock  had  to  be  resold 
to  the  company  upon  death. 

But  in  the  early  1970s  Anthony 
DeStephen,  a  hustling  ex-librarian  in 
New  Jersey,  saw  a  market  for  a  70- 
year  periodical  index  with  all  the  A 
entries  in  one  book,  the  Bs  in  anoth- 
er book  and  so  on.  That  way,  a  user 
would  have  to  look  up  a  given  topic 
in  only  one  book  instead  of  29  Read- 
ers' Guide  volumes.  DeStephen 
noticed  that  Wilson  had  failed  to 
copyright  its  books.  Using  mainframe 
computers  and  low-wage  workers  in 
Korea,  he  rekeyboarded  the  contents 
of  70  years  of  Readers'  Guides  and 
reorganized  the  material  alphabeti- 
cally rather  than  chronologically.  It 
was  a  simple  idea  that  Wilson  could 
have  implemented — but  didn't. 

A  federal  judge  held  that  Wilson's 
copyrightless  books  were  public 
domain.  Information  Access  Co. 
eventually  used  the  DeStephen  data 
to  produce  rival  products  and  prod- 
uct extensions.  Wilson  had  a  chance 
to  buy  out  the  new  competition,  but 
turned  down  the  offer.  Ziff-Davis 
bought  lAC  and  built  it  up,  and  the 
Thomson  Corp.  bought  it  in  1994 
for  a  reported  $465  million. 

While  lAC  put  its  databases  on 
Dialog,  the  big  information  super- 
market, Wilson  stuck  to  print.  When 
Wilson  finally  took  the  computer 
plunge,  it  used  a  proprietary  set  of 
search  commands,  irking  multi- 
ciatabase  users.  Soon  even  small 
libraries  and  schools  abandoned 
Wilson's  print  version  for  cheaper 
CD-ROMS. 

Can  Wilson  survive?  Its  board 
rejected  an  $80  million  or  so  buyout 
overture  from  the  Thomson  Corp. 
in  1995.  Regan,  a  veteran  Wilson 
executive  but  chief  executive  officer 
for  only  two  years,  has  finally  opened 
a  Web  site,  brought  in  fresh  blood, 
lined  up  joint  venture  partners  for 
technology  deals  and  is  trying  to 
catch  up  with  rivals  in  full-text 
licensing. 

"I'm  optimistic  that  we  can  win 
back  the  customers,"  says  Regan. 
He'd  better  find  himself  a  new 
mousetrap.  Fast.  ^ 
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Antique  American  Frames: 

Identification  and 

Price  Guide 

by  Eli  Wilner  with 
Mervyn  Kaufman 
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This  book  contains  historic 
information  on  period 
frames,  clear  and  extensive 
descriptions  of  specific 
frames,  advice  on  how  to 
spot  a  valuable  frame,  tips 
on  how  to  document  old 
frames,  trade  secrets  on 
cleaning  and  restoration,  as 
well  as  a  guide  to  prices. 
Whether  you're  looking  to 
expand  your  appreciation 
of  fine  American  frames  or 
are  searching  for  discarded 
treasures  in  attics  and  flea 
markets,  this  book  contains  a 
wealth  of  useful  information. 


Softcover,  228  pages 
over  100  photographs  with  an  S-page 
color  insert  published  by  Avon  Books 

Please  seiul  n  check  for  SIS  to: 

Eli  Wilner  &  Company 
Period  Frames  and  Mirrors 

1525  York  Avenue 
New  York.  NY  10028 

212.744.6521    Fax  212.628.0264 
E-mail:  EIi.Wilner@worldnet.att.net 


A  sharp  left  turn  by  the  labor  movement 
creates  some  strange  new  problems. 

The  union  follies 


By  Dan  Seligman 

Folks  on  the  labor  beat  are  experiencing  above-average 
cognitive  dissonance  diese  days  for  a  number  of  reasons: 

1)  Ron  Carey's  Teamster  "reformers"  turned  out  to  be 
the  bad  guys. 

2)  SMnpatiietic  articles  about  nonreformer  James  Hoffa 
Jr.,  son  of  Jimmy,  have  been  sprouting  in  places  like 
Time^  National  Review  and  the  Detroit  News. 

3)  The  "election  officer"  assigned  by  the 
federal  court  to  o\ersee  Teamster  aftairs 
turned  out  to  have  a  sensational  con 
flict  of  interest.  The  news  was  that 
her  husband  was  an  officer  of  the 
New  Part}',  a  progressive  splinter 
group  that  had  received  a  finan- 
cial contribution  from  Carey's 
"reformers." 

4)  Also  involved  in  the  scan- 
dal— and  \\'orking  to  illegally  steer 
money  to  the  Carey  campaign — 
was  high-minded  Citizen  Action, 
another  organization  of  pinkish 
hue,  whose  executive  director's 
wife  turns  out  to  be  none  other 
than    Karen   Nussbaum,    famous 
feminist,  erstwhile  Sixties  firebrand 
and  current  head  of  the  afl-cio 
Working  Women's  Department. 

5)  According  to  a   Workers 
World  dispatch  from  the  recent 
Pittsburgh  convention  of  the 
AFL-CIO,  a  chap  from  the  Asian 
Pacific       American       Labor 
Alliance  received  a  standing 
ovation  from  the  delegates 
after  delivering  a  speech  in 
which  he  said  that  tiie  work- 
ers were  demanding  unity 
against  racism,  sexism  and 
lesbian/gay/bi/trans 
oppression  (I  am  follow- 
ing   the     Worlds    slash 
style)  and  also  called  for 
solidarity  with  prisoners 
because  they  are  forced 
into  slave  labor.  In  case 
you      are     wondering, 
Workers    World   is    the 
official  publication  oi 
the    Workers    World 
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Part}',  a  Trotskyist  spinoff. 

6)  .\FL-cio  President  John  Sweeney  got  his  job  in  1995 
by  joining  the  Democratic  Socialists  of  America.  News 
stories  from  this  period  \\ere  heavih'  hinting  that  the  left:- 
wing  unions  propelling  Sweeney  to  the  top  had  been 

close  to  picking  Richard  Trumka 
of  the  radicalized  United  Mine 
Workers  and  that  Sweeney  felt 
he  needed  some  solid  leftist 
connections.  Joining  wasn't 
much  of  a  stretch  for  him. 
His   view   of  the    U.S. 
economy:  "It's  like  the 
Ford  Edsel  we  turned 
out  in  the  1950s,  it 
just  doesn't  work." 
7)  Trumka  ended  up 
with  the  number  r\\o 
job  as  secretary-treasurer; 
A\hen  he  took  the  Fifth  in 
a  criminal  investigation  of 
the  Teamsters'  money-laun- 
dering job,  Sweeney  elected  to  do 
nothing.  Yet  for  40  years  the  .AFL- 
Cio's  policv  has  been  that  union  officials 
are  expelled  if  they  "invoke  the  FifiJi  Amend- 
ment for  .  .  .  personal  protection  and  to  avoid 
scrutiny  .  .  .  into  alleged  corruption." 
You  will  note  that  one  way  or  another  all  the 
above  de\iations  from  sanit\'  reflect  the  sharp  turn 
lefb\ard  of  an  American  labor  movement  that  used 
to  believe  in  democratic  capitalism.  Whence  the 
dirigiste  shift;.' 

The  main  reason:  The  federation  is  gradually 
getting  to  be  dominated  by  government  workers. 
About  10%  of  private-sector  workers  are  orga- 
nized, versus  40%  of  pubUc-sector  workers.  Pro- 
fessor Leo  Troy  of  Rutgers  Uni\'ersit\'  believes  that 
within  five  years  or  so  a  majority  of  all  union 
members  will  be  in  public-sector  unions.  He 
notes  that  if  you  work  for  government,  then 
socialism — more  spending,  more  regulation, 
more  redistribution  from  the  private  to  the 
public  sector — starts  to  look  prett}'  good. 
To  be  sure,  die  socialist  label  presents 
some     obvious    problems    for    the 
Sweeneyites.  One  has  to  do  with  the 
1988    Supreme    Court    judgment 
holding  that  union  dues  are  in  prin- 
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John  Sweeney  ciple  available  only  for  collective  bar- 

The  AFL-CIO's  gaining  and  related  activities  and  may 

socialist  in  not  be  used  for  political  warfare  if  the 

charge.  dues-payer  objects.  Nine  years  later 

^^■H  the  decision  remains  essentialh'  unen- 

forced by  the  National  Labor  Rela- 
tions Board,  but  it  is  hard  to  believe 
the  board  can  keep  this  up  in  an  era 
when  the  dues  are  being  used  to  promote  socialism. 

Related  problem  for  Sweeney:  The  Federal  Election 
Commission  reports  that  in  the  1992  election  unions 
"contributed"  some  $90  million  to  the  Democrats.  Pro- 
fessor Troy  has  argued  in  congressional  testimony  that 
in-kind  contributions  (including  election  volunteer  man- 
hours  and  canned  editorials)  are  three  to  five  times  that 
(between  $300  million  and  S500  million).  In  any  event, 
there  have  to  be  scores  of  Democrats  in  Congress  for 
whom  union  support  is  critical  but  who  will  confront 
some  increasingly  awkward  choices  as  the  supporters 
come  to  be  seen  as  avowed  socialists. 

Here's  the  emerging  strange  scenario:  Organized  labor 
(a)  remains  totally  unable  to  sign  up  nongo\ernment 
workers  while  (b)  managing  successfully  to  buy  quite  a  lot 
of  votes  for  socialism. 

How  this  will  play  out,  God  knows.  Conceivably  it 
will  lead  to  lots  of  socialist  legislation.  More  likely  to 
waves  of  antiunion  legislation.  Possibly  to  new  material 
for  comics.  UM 


Short-term  fever? 

by  B.Grady 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
WeJcome^^  the  short  .^erm  v^ot\d. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-term 
discipline  behind  every  Kemper  Fund 
So     Nip     that      short'tenii 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


fever 


\^  hy  it's  that  Kemper  Funds  long-temi 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 


ride 


^^ 


uV^ 


^d.|| 


«i 


7  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes...!  couldn't  even 
bring  myself  to  order  slow- 
roasted  chicken." 


of  ari  active  market  is  what  Kemper's 
been  doing  for  nearly  50  yeais  now  — 
in  a  world  thafs  become  increasingly 
short-temi  focused.  If  their  long-temi 
discipline  can  cut  through  an  eveiyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  poiTfolio. 
Ask  your  financial  advisor  about 
the  long-temi  thinking  behind  Kemper 
Funds.  Or  call  1  -888-Kemper-7  ext.  9 1 7 
or  visit  www.kemper.com 


pire 


do 


^s 


^Wk  KEMPER  FUNDS 

Long-term  investing  in  a  short-term  world'" 

For  a  prospectus  containing  more  complete  information 
including  management  fees  and  expenses,  call  Kemper. 
Please  read  it  carefully  before  investing  or  sending 
money.  ©  1997  Zurich  Kemper  DistrUjutors,  Inc. 
A  member  of  the  O  Zurich  Group  1 034940 
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Don't  call  that  Steiff  teddy  bear  a  stuffed  animal. 
Would  you  call  a  Mercedes  "transportation"? 

Hot  investment 
tip:  teddy  bears 


By  Ashlea  Ebeling 

Don't  try  to  come  between 
Bernhard  Rosner  and  Lulac,  his 
40-year-old  stuffed  bunny.  They 
moved  through  grade  school 
together  in  Germany,  to  the  eco- 
nomics department  at  Freiburg 
University  and,  later,  to  Mar- 
garete  Steiff  Co.,  where  Rosner  is 
chief  executive.  Lulac  lives  in  the  bed- 
room of  Rosner's  9-year-old  daugh- 
ter now,  but  Rosner  is  still  surround- 
ed by  stuffed  animals.  Stuffed  animals 
are  what  he  does  for  a  living. 

"What  you  have  in 
your  hand  when  you 
look   at   a   piece   of 
Steiff,"  he  says,  "is  a 
true  masterpiece. 
Our  animals  show 
their  souls." 
No,  Rosner  is  not 
kidding.    This    is    a 
man  who  believes  in 
what  he  does. 

Maybe  you  had  a  Steiff  animal 
when  you  were  a  kid — you  loiow,  the 
kind  with  that  distinctive  "button-in- 
ear"  trademark. 

They  had  better  be  distinctive. 
Unless  you're  willing  to  settle  for  a 
S25  synthetic  plush  ladybug,  you'll 
have  to  shell  out  $60  to  $380  for  a 
classic  mohair  teddy  bear  and  up  to 
$6,000  for  a  5 -foot-long  tiger. 
Maldng  stuffed  animals  is  labor-inten- 
sive stuff,  and  wages  are  high  in 
Germany. 

This  calls  for  some  fancy  mar- 
keting, and  Rosner  has  decid- 
ed to  sell  Steiffs  as  invest- 
ments as  well  as  gifts.  Think 
of  that  40-year-old  Lulac  still 
rendering  good  service.  "We 
are  too  expensive  to  be  just  a 
toy,"  he  says. 

It  works  for  Mercedes  and 


BMW,  and  it  works  for  Steiff. 
The  117-year-old  private  com- 
pany (1997  projected  rev- 
enues: $62  million)  doesn't 
sell  to  Wal-Mart  or  even 
Toys  "R"  Us.  "It  doesn't 
make  sense  to  have  a  Mer- 
cedes and  a  Russian  car  on  the 
same  lot,"  he  says.  You  have  to  shop 
at  places  like  Bergdorf  Goodman, 
FAO  Schwarz  or,  in  Europe,  at  Har- 
rods  or  Galeries  Lafayette. 

Steiff  gets  only  about  10%  of  its 
revenues  from  the  U.S.,  but 
Rosner's  out  to  change  that.  Ten 
thousand  American  collectors  pay 
$40  a  year  to  be  Steiff  Club  mem- 
bers, which  entitles  them  to  one 
stuffed  animal  and  "exclusive" 
rights  to  buy  others.  Steiff 
products  sold  on  QVC 
Network  will  pull 
in  $  1  million 
wholesale  in  1997. 
Steiff  also  sells  limited- 
edition  reproductions — 
nearly  5,000  customers 
paid  $875  for  rephcas  of  a  1909 
teddy  bear.  A  little  pricey.^  Think  of 
it  as  a  luxury  item,  says  Rosner, 
"competing  against  jewelry  or 
champagne." 

If  you  think  that's  a  tad  over  the 
top,  consider  the  1926  Steiff  teddy 
bear  auctioned  at  Sothe- 
by's in   1989.  With  a 
presale  high  estimate  of 
$1,400,  the  little  guy 
was  hammered  down  at 
$85,000.  "Steiff  animals 
aren't  flash-in-the-pan  col- 
lectibles like  Pet  Rocks  in 
the  Seventies  or  Beanie 
Babies  in  the  Nineties," 
says    Timothy    Luke, 
former  director  of  col- 
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Chief  Executive  Bernhard  Rosner 
Will  these  bears  fetch  $170,000? 


lectibles  for  Christie's,  who  owns  a 
50-piece  collection.  "They  have  a 
history." 

A  history  that  predates  Winnie 
the  Pooh.  Back  in  ' 

1880  seamstress 
Margarete  Steiff 
sold    eight    ele- 
phant-shaped pin- 
cushions     to      her 
dressmaking 
customers. 
Her    nephew 

developed  the  idea  into  life- 
like stuffed  animals  based  on 
drawings  he'd  made  at  the 
zoo.  In  1903  a  U.S.  buyer 

placed  a  3,000-piece  order  for 
the  company's  bear  made  with  soft 
mohair  fur  and  flexible  joints.  Amer- 
ica was  going  through  a  "Teddy" 
bear  craze  spawned  by  a  Washington 
Post  cartoon  showing  President  Roo- 
sevelt rehising  to  shoot  a  young  cub 
on  a  hunting  trip. 

Having  survived  world  wars  and 
depressions,  Steiff,  like  many  German 
companies,  is  being  forced  to  push 
harder  overseas  because  its  domestic 
business — about  two-thirds  of  its  rev- 
enues— is  in  a  slump.  Rosner  has  high 
hopes  for  Asia,  despite  the  recent 
blowup  there.  In  Japan  sales  have 
zoomed  from  basically  zilch  to  $2.4 
million  in  just  four  years.  It  didn't 
hurt  that  Princess  Mako  (the  Crown  || 
Princess  Masako's  niece)  appeared  on  v 
TV  in  1993  clutching  a  Steiff  teddy 
bear — creating  an  overnight  sensation  . 
as  well  as  a  new  Steiff  bear  called 
Masako.  A  year  later  the  president  of  , 
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Tokyo-based  toymaker  Sun  Arrow 
Co.  spent  $170,000  at  auction  for  a 
1904  Steiff  bear.  (No  cuddling  privi- 
leges for  him:  The  stuffed  animal  is 
on  display  in  his  bear  museum  in  Izu, 
one  of  four  such  museums  in  Japan.) 


Steiff  has  recendy  opened  stores  in 
Tokyo,  Taipei  and  Singapore,  and 
plans  to  open  three  high-end  stores 
in  mainland  China  next  year.  The 
timing  might  seem  off,  but  Rosner 
doesn't  think  Asia's  growth  is  over. 


In  China  Steiff 's  cheapest  mohair 
toy  could  sell  for  around  SI 00,  which 
puts  Pegg\'  Penguin  beyond  the  reach 
of  most.  That,  Rosner  figures,  is  one 
more  reason  the  growing  class  of  Chi- 
nese new  rich  will  prize  them.        ^M 


By  pushing  decision  making  right  down  to  the  factory  floor  and 
squeezing  pennies  so  hard  they  scream,  Jim  Packard  earns 
glamorous  profits  in  an  unglamorous  business. 

The  sweet  smell  of  oil 


By  Brett  Nelson 

James  Packard  would 
rather  not  be  sitting  in  a 
conference  room  chatting 
with  a  reporter  about  his 
Regal-Beloit  Corp.  "I 
don't  spend  a  lot  of  time 
talking  to  guys  like  you," 
he  says  in  his  gravelly  voice. 
"Manufacturing's  not  a 
'talk'  business.  When  you 
get  up  in  the  morning,  if 
you  don't  smell  oil  you 
better  go  find  it." 

There's  plenty  of  oil  to 
smell  at  Regal-Beloit,  a 
transmission  and  electric- 
motor  company  tucked 
away  in  Beloit,  Wis. 
Founded  in  1955,  Regal- 
Beloit  started  out  making 
special  taps,  drills  and 
'  reamers.  Today  that  origi- 
nal business  accounts  for 
only  7%  of  sales.  The  rest 
comes  from  Regal's  gears, 
gearboxes  and  other  power 
transmission  equipment  for 
cars,  trains,  boats  and  irri- 
gation systems,  plus  electric 
'motors  and  generators. 
One  thing  hasn't  changed: 
guaranteed    quick    deliv- 

[ery — overnight  or  sooner.  In  the  Not  terribly  sexy — except  when 
early  1960s  Regal  kept  a  fleet  of  eight  you  look  at  the  numbers.  Last  year 
cherry-red  Ford  Mustangs  for  its  Regal  earned  $32.3  million  on  rev- 
salesmen  to  rush  deliveries — a  prac-  enues  of  $281.5  million — giving  it  a 
tice  that  continues  to  this  day,  net  profit  margin  of  better  than  11%. 
though  with  buses,  plaiies  and  trucks,  Regal's  major  line  of  business — 
and  which  came  in  handy  during  the  power  transmission  systems — earned 
recent  ui\s  strike.  24%  on  sales  before  interest,  taxes, 


James  Packard,  chief  executive  of  Regal-Beloit  Corp.     • 
No  stranger  to  strong  margins— or  the  factory  floor. 


depreciation  and  amortiza- 
tion, leading  the  power 
transmission  industry  and 
outperforming  benchmark 
Emerson  Electric  by  six 
percentage  points. 

What's  the  secret.' 
Regal-Beloit  is  a  very 
decentralized  shop. 

Packard  believes  that 
process  control  begins  with 
employees  making  deci- 
sions quickly  and  at  the 
lowest  levels.  Under  his 
supervision  a  once  two- 
division  company — one  for 
cutting  tools,  the  other 
for  transmissions — is  now 
divided  into  ten  separate 
units,  each  specializing  in 
and  responsible  for  its  own 
products  and  sales. 

That's  helped  to  create  a 
nimble  and  entrepreneurial 
company  diat  can  still  guar- 
antee tast  delivery.  About 
two  months  ago  Regal- 
Beloit's  Durst  power  trans- 
mission division  in  Beloit 
bailed  out  a  longtime  cus- 
tomer  \\'hen  the  customer's 
supplier  couldn't  deliver  a 
certain  axle  shafi:  in  time.  No  problem, 
said  Durst's  general  manager. 

Without  ever  having  made  such  a 
shaft  before,  the  division  tooled  up 
and  turned  out  200  of  them  in  four 
days.  Durst  now  has  that  new  axle 
business. 

Packard,  55,  knows  machines  be- 
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cause  he's  always  been  around  them. 
His  father,  Frank,  was  a  tool-and-die 
maker  for  Chrysler  in  Indianapolis. 
Young  James  ran  metal-milling 
machines  throughout  high  school. 
One  day  in  metal  shop  Packard 
caught  his  fingers  in  a  milling 
machine  while  trying  to  add  coolant 
oil  from  a  handheld  spout.  He  lost 
half  a  finger  on  his  right  hand — but 
gained  a  lifelong  lesson  about  safet)^ 
According  to  the  National  Safety 
Council  (using  Bureau  of  Labor  Sta- 
tistics data),  in  1996  Regal's  accident 
incidence  rate  was  40%  lower  than 
the  industry  average. 

Packard  also  learned  early  on 
about  cost  control.  In  the  1970s  he 
managed  a  potato  chip  plant  for 
PepsiCo's  rapidly  expanding  Frito- 
Lay  division.  Adding  just  one-six- 
teenth of  an  ounce  of  Doritos  to  a 
7-ounce  bag  could  cost  tens  of 
thousands  of  dollars  every  week. 

Packard  never  forgot  that  lesson. 
When  it  comes  to  buying  equipment 
for  their  plants,  he  strongly  encour- 
ages his  managers  to  find  secondhand 
bargains  at  auction.  In  a  given  year, 
as  much  as  70%  of  Regal-Beloit's  cap- 
ital budget  may  go  toward  used 
equipment.  Even  the  conference 
table  and  chairs  at  Regal-Beloit's  cor- 
porate headquarters  are  hand-me- 
downs.  "The  hardest  business  deci- 
sion I  ever  made  was  to  build  this 
building,"  says  Packard.  "Offices 
don't  add  a  great  deal  of  value  to 
anything." 

Packard  joined  Regal-Beloit  in 
1979  to  run  its  Durst  division,  which 
was  then  swamped  with  orders  it 
couldn't  fill.  The  division  "needed 
someone  who  sounded  like  the}'  knew 
what  they  were  doing,"  Packard 
recalls.  He  not  only  filled  back  orders, 
he  started  giving  more  authority  to 
shop-floor  employees.  Regal's  board 
took  notice,  naming  him  president 
just  a  year  later. 

In  the  last  dozen  years  Regal-Beloit 
has  bought  15  companies.  The  result? 
So  far-,  at  least,  Packard  has  been  able 
to  convert  them  to  his  gospel  of  self- 
reliance  and  penny-pinching. 

Back  in  March  Packard  pulled  oft 
his  largest  purchase  yet.  After  a  five- 
year  search  for  an  electric  moror 
manufacturer,  Regal-Beloit  plunked 
down   $278    million  for  Wausau, 
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Wis. -based  Marathon  Electric  Man- 
ufacturing Corp.  The  acquisition 
will  nearly  double  Regal-Beloit's 
annual  sales,  to  an  estimated  $484 
million,  this  year.  About  70%  of 
Regal-Beloit's  gearboxes  connect  to 
motors  Marathon  already  makes — 
for  elevators,  ski  lifts,  fitness  equip- 
ment and  bowling-pin  setters. 
Investors  these  days  are  comput- 


er-chip- and  Internet-happy.  The- 
shun  the  smell  of  oil.  At  a  recen 
price  of  about  $28,  Regal-Beloit' 
stock  sells  at  just  IS  times  expected 
1997  earnings,  a  33%  discount  t( 
the  s&P  400.  Robert  McCarthy,  aii 
analyst  with  ABN  AMRO  Chicag(| 
Corp.,  thinks  the  stock  is  a  heck  o 
a  buy.  Nice  thought.  But  as  Packanj 
might  say,  it's  just  talk.  ■ 


Worldng  smarter 

Would  you  be  willing  to  work  12- 
hour  shifts  in  return  for  fewer  work 
days?  At  Newark,  N.Y.- based  lEC 
Electronics  Corp.  Chief  Executive 
Officer  Russell  Stingel  is  doing  some 
interesting  tinkering  with  work 
schedules.  lEC  (1997  revenues: 
$260.7  million)  assembles  circuit 
boards  and  the  like  for  the  computer 
industry.  Late  last  year  Stingel  aban- 
doned the  standard  three  8-hour 
shifts  Monday  through  Friday;  he 
adopted  two  12 -hour  shifts  each  day, 
seven  days  a  week. 

Until  the  change,  lEC's  expensive 
equipment  sat  idle  most  of  the  week- 
end. Now  machines  are  humming 
nonstop,  168  hours  every  week.  Even 
with  overtime  built  into  the  new 
shifts,  lEC  is  spending  less  on  over- 
time and  has  been  able  to  expand 
production  without  adding  new 
equipment. 

Stingel  claims  that  most  employees 
love  the  new  schedule  because  it 


gives  them  more  free  time.  Thei 
work  lives  have  been  reorganized  int< 
two-week  cycles.  First  week:  two  day- 
off,  three  12 -hour  days  back-to-back 
t\vo  days  of  rest.  Second  week:  tW' 
12 -hour  days,  three  days  off,  fol 
lowed  by  t\vo  12 -hour  days. 

Stingel  says  the  change  has  led  t 
a  dramatic  payback.  Absenteeism  i 
down  and  productivity  is  up  at  thj 
two  plants  where  the  new  wor 
schedule  has  gone  into  effect.  (. 
third  plant  will  be  converted  earl 
next  year.)  The  economy  benefit; 
too:  With  its  more  intensive  use  c 
machinery,  lEC  has  added  950  work 
ers,  and  product  is  being  shippe 
out  the  door  faster.  Stingel  says  th 
proof  is  in  lEC's  recent  result 
Between  the  first  and  fourth  quai 
ters — when  the  new  work  rules  wei 
phased  in — lEC  revenues  jumpe 
from  $50.5  million  to  $86.3  millioi 
and  gross  profits  rose  from  $4.7  mi 
lion  to  $8.4  million. 

We'll  be  back  in  a  year  to  see  ho 
the  shifts  are  faring.  -ToM  Post   ■ 


Russell  Stingel,  CEO  of  lEC  Electronics  Corp. 

Reshuffling  his  work  force,  he  boosted  productivity  without  adding  equipment. 
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By  bailing  out  the  governments  and  the  bankers 
who  made  the  mistakes,  is  the  IMF  setting  things  up 
for  the  next  even  bigger  crisis? 

It  ain't  over  vet 


An  interview  with  Steve  Hanke  by  Robert  Lenzner  and  Nigel  HoUoway 

Whew!  It's  over.  The  International     investments — luxury      apartments 
Monetary  Fund's  stern  bookkeepers      with  no  tenants,  unprofitable  semi- 
have  moved  in,  and  the  Asian  crisis     conductor  and  car  plants, 
is  history.  The  markets  have  rallied 
in  relief.  Forbes:  It's  beginning  to  sound 

"It's  not  over,"  says  Steve  Hanke,     like  our  own  S&L  crisis  and  all 
Forbes  columnist  and  Johns  Hop-      those  see-through  office  build- 
kins  applied  economist,  who  is  one      ings  in  Texas  in  the  late  1980s. 
of  the  world's  leading  experts  on      All  these  crises  are  alike  in  that 
international  currency  movements.        the  bankers  play  the  yield 
Hanke:  The  IMF  is  set  up  to  deal 
with  liquidity  crises.  This  is  not 

a  liquidity  crisis.  It  is  a  solven-  S 

cy  crisis.  A  lot  of  the  money 
borrowed  by  the  Thais  and  the 
South  Koreans  went  into  bad 


curve  and  push  money  out  to 
doubtful  borrowers  in  order  to  get 
maximum  advantage  of  the  spread 
between  the  cost  of  borrowing 
short  term  and  lending  long  term. 

But  the  Texas  banks  were  borrow- 
ing in  dollars  and  lending  in  dollars. 
In  Asia,  as  in  Mexico  three  years 
ago,  the  situation  was  much  worse  in 
that  a  lot  of  the  borrowing  and  lend- 
ing were  done  in  different  curren- 
cies. In  Asia  today  the  assets  and  lia- 
bilities are  mismatched  not  only  in 
duration  but  in  currency. 

This  is  going  to  be  a  lot  bigger 
and  more  costly  than  our  s&L  crisis, 
in  part  because  of  the  currency 
angle,  in  part  because  many  of  the 
loans  were  even  worse  than  the 
crony  loans  in  Texas  and  California 
in  the  1980s. 


FOREIGN 
BANKS 


Where  the 
money  went 

East  Asia's  financial 
collapse  has  followed 
a  pattern.  In  the  case 
of  South  Korea,  the 
local  banks  lent  in 
domestic  currency 
to  the  big  conglomer^ 
ates,  the  chaebol  (1). 
These  banks  bo^ 
rowed  in  foreign 
currency  from  their 
counterparts  over 
seas  (2).  The  chaebol 
also  borrowed  from 
foreign  banks.  They 
then  invested  in 
glutted  businesses  at 
home  and  abroad  (3) 
and  could  not  repay 
their  debts  (4). 
The  local  currency 
slumped,  raising  the 
cost  of  repaying  in 
foreign  currency  (5). 
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Worse  than  Mexico  in  1994? 

Yes.  It's  certainly  on  a  much  bigger 
scale.  The  tab  for  cleaning  up  Thai 
bank  insolvencies  alone  will  be  at  least 
15%  of  GDP — proportionately  five 
times  more  than  the  cost  of  cleaning 
up  the  U.S.  s&L  mess. 

And  since  a  lot  of  the  foreign 
money  that  flowed  into  Korea  and 
Thailand  has  created  industrial  over- 
capacity, that  excess  capacity  is  going 
to  weigh  heavily  on  world  markets 
for  years. 

That's  one  reason  this  crisis  is  so 
much  worse  than  the  Mexican  one: 
Latin  America's  exports  only  ac- 
count for  4%  of  the  world's  total, 
whereas  Asia's  exports  tip  the  scale 
at  25?/o. 

How  did  this  get  to  be  an  inter- 
national problem? 

The  Korean  chaebol,  or  conglomer- 
ates, borrowed  won,  the  Korean 
currency,  in  huge  amounts  from 
Korean  banks  to  make  government- 
directed  investments.  These  Korean 
banks  financed  their  loans  by  bor- 
rowing in  Japan,  Europe  and  to  a 
lesser  degree  the  U.S.  The  chaebol 
also  borrowed  directly  from  foreign 
banks  and  invested  the  proceeds  in 
ill-conceived  industrial  projects 
overseas. 

A  lot  of  foreign  investors  were 
sucked  in  by  the  illusion  of  prosper- 
ity. Then  the  won  lost  40%  of  its 
value  against  the  greenback.  A  $1 
billion  borrowing  by  a  Korean  com- 
pany now  translates  into  a  $1.65 
billion  burden.  Most  of  the  Korean 
chaebol  and  banks  were  overlever- 
aged  already,  on  average  3-to-l  and 
sometimes  10-to-l,  or  more. 

Another  40%  on  the  liability  side 
of  the  ledger  was  disastrous  for 
them.  That's  why  I  say  we  have  an 
insolvency  crisis,  not  a  liquidity 
crisis.  And  it's  an  international  prob- 
lem because  everyone  put  money  in 
one  way  or  another. 

Some  people  say  that  it's  an 
example  of  free  enterprise  gone 
berserk;  that  we  need  more 
regulation. 

No.  These  economies  were  govern- 
ment directed.  More  regulation  by 
government  isn't  a  proper  solution. 
Government  is  the  problem.  The 


bankers  were  only  doing  what  comes 
naturally  to  bankers — trying  to 
profit  on  the  spread  between  the 
cost  of  moneyand  what  they  can 
charge.  And  to  add  insult  to  injury, 
the  politicians  were  ordering  the 
bankers  to  pursue  this  course  with  a 
vengeance. 

Don't  blame  the  bankers.  Don't 
blame  the  market  system.  The  gov- 
ernments are  the  villains.  They  also 
tried  to  manage  their  exchange  rates 
and  their  monetary  policies  inde- 
pendendy  of  each  other.  They  inflat- 
ed at  home  for  political  purposes, 
but  tried  to  keep  their  currencies 
pegged  to  the  dollar. 

You  can't  do  both.  They  got  asset 
inflation  in  the  form  of  higher  prop- 
erty prices,  but  they  also  got  rising 
current  account  deficits  that  eventu- 
ally exhausted  their  foreign  currency 
reserves. 

They  like  to  yell  at  the  speculators, 
but  the  speculators  moved  in  only 
when  the  currency  collapses  had 
become  inevitable. 

So  why  shouldn't  we  be  grateful 
to  the  IMF? 

Because  it's  prescribing  the  wrong 
medicine.  The  IMF  is  applying  an 
external  bandage  to  patients  who 
have  massive  internal  injuries. 
Illiquidity  is  when  you  have  good 
assets  but  are  short  of  cash.  Insol- 
vency is  when  your  liabilities  exceed 
the  value  of  your  assets.  What  is  the 
IMF  going  to  do  about  that.> 

It's  a  tricky  problem  when  you 
have  virtually  no  financial  disclosure 
as  we  know  it  and  no  one  exactly 
knows  what  the  real  balance  sheet 
values  are. 

Internal  injuries  require  the  likes 
of  Al  Dunlap  and  the  reorganization 
or  liquidation  of  sick  companies. 
The  IMF  is  just  not  designed  to  deal 
with  that. 

By  bailing  out  the  governments 
and  the  bankers  who  made  the  mis- 
takes, the  IMF  is  setting  things  up  for 
the  next  even  bigger  crisis. 

Essentially  the  IMF  is  bailing  out  a 
lot  of  people  who  don't  deserve  to  be 
bailed  out.  I  mean  the  Asian  bankers 
and  politicians.  I  mean  the  guys  in 
Japan,  Europe  and  the  U.S.  who  per- 
suaded investors  to  put  money  into 
lousy  investments. 


With  the  IMF  moving  in,  you  have 
a  socialization  of  risk,  with  taxpayers 
underwriting  investors.  It  means 
there's  no  penalty  for  fouling  things , 
up.  Indeed,  there  are  rewards  forj 
making  bad  decisions.  That's  not  the 
hallmark  of  capitalism. 

As  long  as  countries  try  to  simul- 
taneously follow  inflationary  poli- 
cies at  home  and  peg  their 
exchange  rates  to  the  dollar,  we  will 
continue  to  have  these  currency 
crises.  The  IMF  can  only  step  in 
with  taxpayer-financed  temporary 
relief  at  best. 

Well,  Steve,  we  know  what  your 
solution  is:  currency  boards.  You 
advocate  doing  away  with  central 
banks  and  limiting  currency 
issuance  to  the  amount  of  for- 
eign reserves. 

You  want  a  kind  of  gold  stan- 
dard, with  the  dollar  and  other 
hard  cvirrencies  acting  as  a  sub- 
stitute for  gold.  In  your  view, 
that  would  force  governments 
to  absolutely  fix  their  exchange 
rates  and  forgo  any  domestic 
monetary  policy.  That  w^ould 
then  eliminate  these  huge  cur- 
rency fluctuations. 
Yes,  indeed.  Hong  Kong,  which  does 
have  a  currencv  board,  has  fared 
better  than  neighboring  economies. 
Argentina,    where    peso    issuance 
cannot  exceed  the  number  of  U.S. 
dollars  held  in  reserve,  weathered  the 
Mexican  crisis  in  prett)^  good  shape 
and  without  Mexico's  painfijl  deval- 
uation and  bank  bailouts. 

Currency  boards  impose  a  strait- 
jacket  on  the  authorities:  They  can't 
meddle  with  domestic  monetary 
policy,  and  the  government  can't 
lend  money  to  itself. 

But  we  all  know  that  most  politi- 
cians hate  currency  boards 
because  it  limits  their  ability  to 
meddle.  So  what  happens  to  the 
world  economy  now? 
The  Asian  countries  are  going  to 
have  to  export  like  crazy,  and  at  low 
prices,  to  create  current  account  sur- 
pluses, and  they  will  import  a  lot 
less,  too. 

There's  no  way  this  isn't  going  to 
be  deflationary  for  the  world.  It  ain't 
over  yet.  ^ 
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The  economic  mess  in  East  Asia  may  prod  Beijing's 
rulers  into  speeding  tlie  reform  process. 

Wm  China  bite 
the  bullet^ 


By  Andrew  Tanzer 


China  has  so  far  escaped  the  worst 
of  the  Asian  economic  crisis,  in  part 
because  its  currency,  the  renminbi, 
isn't  RiUy  convertible  and  is  therefore 
not  vulnerable  to  attacks  by  currency 
speculators.  Also,  unlike  Thailand 
and  South  Korea,  China  has  current 
account  surpluses,  huge  foreign- 
exchange  reserves  and  relatively  little 
short-term  foreign  debt. 

But  China,  too,  will  be  hurt  as 
markets  for  its  goods  dwindle  in 
neighboring  economies  and  as  those 
economies  dump  goods  in  an  effort 
to  earn  foreign  exchange.  David 
Roche  of  London's  Independent 
Strategy  forecasts  that  domestic 
demand  in  Asia  outside  of  China  will 
contract  by  4%  in  real  terms  in  1998. 

This  could  slow  China's  economic 
growth,  and  for  China  growth  isn't  a 
luxury,  it's  a  necessity.  "They  need 
8%  growth  to  keep  their  heads  above 
water,"  calculates  economist  Nicholas 


Rural  migrants  arriving  in  Beijing 
Millions  look  for  work  in  the  cities. 


Lardy,  with  an  eye  on  China's  still- 
growing  population  and  vast  under- 
employed masses.  A  Brookings  Insti- 
tution scholar,  Lardy  understands 
that  exports,  up  24%  from  January 
through  October,  have  been  the 
main  bright  spot  in  China's  economy 
this  year. 

Domestic  demand  in  China  is 
weak,  and  China  has  massive  excess 
capacity  and  inventories  of  textiles, 
consumer  durables  and  motor  vehi- 
cles. Any  slowdown  in  export 
demand  comes  at  a  bad  time. 

If  there  is  a  silver  lining  for  China, 
it  is  this:  The  Asian  crisis  may  have 
awakened  the  Beijing  leaders  to  the 
need  for  reforming  their  remaining 
socialistic  and  statist  ways.  "This 
whole  series  of  episodes  m  Asia  has 
educated  the  [Chinese]  leadership 


about  the  dangers  of  using  banks  as 
dumping  grounds  [for  bad  loans] 
and  has  vasdy  strengthened  the  hand 
of  serious  reformers,"  argues  Thomas 
Rawski,  a  China  economist  at  the 
University  of  Pittsburgh. 

Much  of  Chinese  industry  is  still 
state  owned,  loaded  v^ith  unproduc- 
ti\'e  workers  and  kept  afloat  with  gov- 
ernment-directed loans  from  banks. 
These  loans  crowd  out  lending  to 
more  productive  private  enterprises: 
A  dollar  invested  in  a  private  or  col- 
lective enterprise  generates  more 
than  twice  as  much  output  as  a  dollar 
invested  in  a  state  enterprise,  yet 
about  75%  of  state  bank  loans  go  to 
state-owned  borrowers.  The  World 
Bank  estimates  that  half  of  China's 
118,000  industrial  state  enterprises 
lost  money  in  1996.  "The  average 
state -owned  firm  looks  like  the  worst 
Korean  chaebol^  with  a  9-to-l 
debt/equit)'  ratio,"  reports  Lardy. 

Most  estimates  are  that  20%  to 
40%  of  the  loans  from  China's  big 
state  banks — more  than  $200  bil- 
lion— are  nonperforming,  a  rate  as 
high  as  or  even  higher  than  in  Japan, 
South  Korea  or  Thailand.  By  West- 
ern accounting  standards  these  banks 
are  insolvent.  "Having  an  economy 
which  is  half  planned  and  half  semi- 
free  is  like  driving  fast  with  a  foot  on 
the  brake  and  the  accelerator  at  the 
same  time,"  comments  Roche. 

Now  that  their  consciousness  has 
been  raised  by  the  mess  in  South 
Korea  and  Thailand,  China's  political 
leaders  may  come  up  with  a  solution 
somewhat  similar  to  the  Resolution 
Trust  Co.  bailout  of  American  s&Ls 
in  the  late  1980s.  Lardy  thinks  the 
government  will  issue  bonds  in 
exchange  for  bad  loans,  thus  replac- 
ing at  least  some  of  the  bad  loans 
with  solid  collateral.  Such  a  happen- 
ing would  be  painfijl  for  millions  of 
Chinese  and  painful  for  the  geron- 
tocracy struggling  to  remain  on  top. 
However,  the  alternative  could  be 
even  more  painfijl. 

"The  cost  of  not  reforming 
would  mean  the  growth  rate  would 
come  down  further  and  stay 
down,"  says  Lardy.  China's  prag- 
matic rulers  understand  this  and 
know  full  well  that  without  contin- 
uing growth  China  will  face  mas- 
sive social  unrest.  Bi 
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Forget  industrial  stocks. 

For  the  next  few  years  real  estate  is  where  the  action  will  be. 

The  unstoppable 
REIT  juggernaut 

By  Robert  Lenzner  and  Carrie  Shook 

Most  of  the  commercial  rr\l  estate  in  the     property'  appreciates  and  if  the  REIT  can  raise 
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U.S.  is  owned  by  private  groups  or  individuals: 
96%  of  the  office  buildings,  95%  of  industrial 
warehouses,  93%  of  rental  apartment  buildings, 
78%  of  retail  malls.  Somewhere  between  $2  tril- 
lion and  $3  trillion  worth,  and  very  litde  of  it 
publicly  owned. 

To  get  an  idea  of  the  size  of  this  market, 
compare  it  to  the  $11  trillion  value  of  all  pub- 
licly owned  equities  in  the  U.S. 

Suddenly — and  at  an  accelerating  rate — this 
last  great  trove  of  assets  and  cash  flows  is 
becoming  securitized.  Call  it  REIT  fever. 

It's  a  great  opportunity  for  owners  to  cash  in. 
Property'  prices  have  recovered  from 
the  1980s  glut  of  speculative  over- 
building. In  some  regions  there's 
been  little  development  for  seven 
years.  Vacancy  rates  are  on  the 
decline,  and  rent  levels  are  moving 
up.  In  most  of  the  nation's  proper- 
ty markets,  demand  exceeds  prere- 
cession  peaks. 

Meanwhile,  many  of  the  great 
realt)'  magnates  are  getting  on  in 
years  and  want  to  diversify  their 
assets.  The  vehicle  for  unlocking 
these  assets  has  been  around  for  35 
years — real  estate  investment  trusts,  or  REITs. 

What  precisely  is  a  REIT?  A  REIT  is  a  compa 


Ripe  for  i?EITs: 
$2  trillion  to 
$3  trillion  worth 
of  offices, 
malls,  golf 
courses,  apart- 
ments, hotels 
and  hospitals. 


rents.  REITs,  for  example,  outperformed  the 
s&P  500  in  1996. 

As  recentiy  as  1992  all  the  equit\'  REITs  in  the 
U.S.  had  a  combined  market  value  of  just  $10 
billion — less  than  the  market  value  of  McDon- 
ald's Corp.  alone.  In  the  past  five  years  that 
figure  has  grown  to  $142  billion,  but  it  still 
pales  in  comparison  with  the  size  of  the  com- 
mercial re  alt}'  industry. 

You  ain't  seen  nothing  yet.  There's  still 
plent>'  of  property'  ripe  for  REiT-ing:  office 
buildings,  retail  malls,  hotels,  apartment  build- 
ings, health  care  facilities — even  prisons  and  the 
land  under  automobile  dealerships. 
Someday,  publicly  owned  office 
buildings  alone  could  \\  ell  be  worth 
$500  billion  in  REIT  shares. 

And  there  are  huge  pools  of 
pension  and  401  (k)  money  look- 
ing for  diversification  in  the  face  of 
a  high-priced  stock  market.  In 
1997  $80  billion  of  fresh  money 
will  pour  into  401(k)  plans  alone, 
according  to  San  Francisco-based 
Spectrem  Group.  Having  been 
burned  again  and  again  on  diver- 
sifying internationally,  investors 
are  eager  for  new  outiets. 

"The  dynamics  for  getting  the  entrepreneur 


ny  that  owns  and  manages  many  forms  of  real  and  the  institution  out  of  real  estate  and  bring- 
estate — office  buildings,  hotels,  restaurants,  ing  the  public  in  are  compelling,"  boasts  Doug- 
warehouses.  Shares  of  REITs  trade  like  the  stock  las  Poutasse,  managing  director  of  Boston- 
of  other  public  companies,  but  they  have  a  based  aew  Capital  Management.  This  is  good 
hybrid  nature — part  bond,  part  common  for  aew,  which  finds  real  estate  inxestments  for 
stock — ^which  is  not  well  understood.  REITs  can  pension  firnds  and  other  institutions.  One  of 
avoid  paying  corporate  income  tax  if  they  pass  the  largest  investments  AEW  has  made  on  behalf 
on  nearly  all  of  their  net  income  co  sharehold-  of  clients  is  in  lba  Properties,  Inc.,  a  California 
ers  in  the  form  of  dividends.  These  dividends  real  estate  company  that  just  filed  for  an  initial 
create  a  steady  stream  of  cash  flows  that  are  public  offering. 

similar  to  )ield  investments,  such  as  bonds.  But  Here's  what  makes  it  a  sweet  deal  for  devel- 

unlike  bonds,  shares  of  REITs  can  dramatically  opers  when  they  sell  out  to  REITs:  They  pay  no 

increase  in  value  if  and  when  the  underlying  capital  gains  taxes  if  they  swap  their  buildings 
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All  the  REIT  stuff:  from  { 
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|ies  (Royal  New  Kent,  Providence  Forge,  Va.)  to  prisons  (Eioy  Detention  Center,  Eloy,  Ariz.)  to  restaurants  (U.S.  Restaurant  Properties). 
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and  land  for  REIT  partnership  units.  Investors  only  get 
taxed  when  the  partnership  units  are  exchanged  for  REIT 
shares. 

Look  what  REiT-izing  can  do  for  a  developer:  In  1994,' 
at  the  time  of  its  initial  public  offering,  Cali  Realty  Corp. 
had  13  buildings,  worth  $300  million,  concentrated  in 
northern  New  Jersey.  Eighty-five  percent  of  its  total  cap- 
italization was  debt. 

Today  Cali  is  an  empire  of  187  buildings:  $3.5  bilUon  in 
assets,  only  27%  of  its  total  capitalization  in  debt. 

Cali  is  now  not  only  big  but  geographically  diversified. 
Once  it  became  a  REIT,  it  used  its  shares  to  buy  the 
Robert  Martin  Co.,  the  leading  office  building  develop- 
er in  nearby  Westchester  County,  N.Y.  Cali  is  scheduled 
to  merge  in  mid- December  with  the  Mack  Co.,  another 
New  Jersey  developer,  and  Patriot  American  Office 
Group,  a  big  office -building  owner  in  Texas  and  Arizona. 

The  combination,  Mack-Cali  Realty  Corp.,  will  control 
8%  of  all  the  office  space  in  northern  New  Jersey.  Even 
better,  Mack-Cali  will  own  about  20%  of  the  Class  A  office 
space,  where  rents  are  climbing  from  $18  a  square  foot  to 
the  $22-to-$25  level.  The  consolidation  gives  Mack-Cali 
the  ability  to  raise  $1  billion  overnight  to  acquire  fiirther 
properties.  A  dozen  family  real  estate  companies  have 
indicated  an  interest  in  joining  up  with  the  REIT. 

The  hot  spots  in  real  estate 


Cali  is  a  model  of  a  new  class  of  super-regional  REIT. 
Though  it  has  diversified  into  Texas  and  Arizona,  its  main 
holdings  are  in  the  suburbs  ai'ound  New  York  City.  Domi- 
"  iiant  in  its  geographic  area,  Cali  can  influence  the  direction 
of  rent  prices.  Accordingly,  its  fijnds  fi"om  operations  (oper- 
ating income  plus  depreciation)  have  risen  at  a20%  com- 
pounded rate  of  return  per  share  for  each  of  the  past  three 
years;  its  stock  has  risen  from  $17.25  to  $39.13  a  share. 
Dividends  have  been  increased  to  $2  a  share  fi"om  $1.61. 

Cali  has  by  no  means  finished  growing.  "We're  at  the  tip 
of  an  iceberg,"  says  Thomas  Rizk,  Mack-Cali's  chief  exec- 
utive. Cali  has  lots  of  company.  In  California,  Spieker  Prop- 
erties, Inc.  now  controls  more  than  60%  of  the  Class  A 
office  space  around  San  Jose  International  Airport  and  80% 
of  the  Lake  Oswego  area  in  Pordand,  Ore.,  where  several 
Japanese  companies  are  concentrated.  If  you  want  to  locate 
in  these  areas,  you  almost  have  to  deal  with  Spieker,  giving 
the  REIT  strong  pricing  power. 

"I  don't  want  20%  of  northern  California,"  says  Warren 
(Ned)  Spieker  Jr.,  the  REIT's  chairman.  "1  much  prefer  50% 
to  90%  shares  of  particular  submarkets.  The  market-share 
goal  has  never  been  addressed  in  real  estate.  It's  been  a 
fragmented  business,  a  building  here  and  a  building  there. 
My  advantage  is  having  ten  buildings  in  a  submarket 
instead  of  one." 


Estimated  population  growth,  1995  to  2025 


Seattle,  Wash. 

The  two-company  town.  Boeing  and 
Microsoft;  the  ripple  effect.  Job 
growth  above  5% 


over  50% 
41%  to  50%  I 


31%  to  40% 
21%  to  30% 


11%  to  20% 
0%  to  10% 


Portland,  Ore. 

Short  route  to  Far  East.  A  U.S. 
headquarters  for  Japanese,  Korean 
technology. 


Salt  Lake  City,  Utah 

Winter  Olympics  2002  wi 
Salt  Lake  on  the  map. 


Bay  Area 

Real  estate  costs  approaching 
those  of  midtown  Manhattan. 
World  center  of  high  technology, 

Los  Angeles,  Calif. 

12th-largest  economy  in  the  world 
Crossroads  to  Asia  and  Mexico. 


San  Diego,  Calif. 

Prospering  from  telecommunica 
tions  boom 


Minneapolis/St.  Paul,  Minn. 

Little-known  technology  center;  Rockwell  Interna 
tional,  Honeywell,  Johnson  Controls 

Denver,  Colo. 

Becoming  the  cable 
capital  of  U.S 


Chicago,  III. 

17%  of  U.S.  population  is 
-within  500  miles. 


New  York,  N.Y. 

Financial  services.  Money  pour- 
ing into  Wall  Street , 


Boston,  Mass. 

Baby  boomers  are  saving 
for  retirement.  Money  is 
flowing  into  mutual  funds 
.based  in  Boston. 


lit  do 


Io( 


Phoenix,  Ariz. 

No  personal  income  tax.  High  immigra 
tion  of  retirees.  1,000  people  move  to 
Phoenix  every  week 
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Washington,  D.C. /northern  Vi 

Nation's  Internet  and  on-line 
capital  will  need  more  labor. 


Atlanta,  Ga. 

The  3%  job  grovrth  here  is 
double  the  national  average. 

Orlando,  Fla. 

It's  a  family  affair.  More  than 
100,000  hotel  rooms  and  growing. 


kl 


ion 


mc 


Oil  services  industry  is  thriving. 

Dallas/Fort  Worth,  Tex. 

No  corporate  taxes;  no  personal 
—  income  taxes.  Pro-business  draws. 

Austin,  Tex. 

Silicon  Valley  East.  Dell  Computer 
headquarters. 


Miami,  Fla. 

Latino  capital  of  the  U.S. 
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The  golden  state 

The  doctrine  of  Manifest  Destiny 
helped  plant  the  stars  and  stripes  in 
California,  and  gold  and  oil  brought 
the  people.  By  the  1930s  Hollywood 
was  the  world's  film  capital.  As  the 
center  of  economic  gravity  shifted 
from  the  Atlantic  to  the  Pacific,  Cali- 
fornia became  an  economic  power. 

Today  the  state  is  basking  in  a 
boom  in  high  technology,  but  the 
diversified  economy  includes  telecom- 
munications, aerospace  and  defense, 
entertainment,  clothing,  financial  ser- 
vices and  toys.  Expansion  of  the  enter- 
tainment industry  to  supply  more 
content  for  cable,  the  Internet  and 
global  markets  has  led  to  the  building 
of  four  new  studios  in  Los  Angeles. 

By  itself,  California  is  now  the  sev- 
enth-largest economy  in  the  world 
($952  billion),  ranking  just  behind 
the  United  Kingdom  ($L1  trillion) — 
but  ahead  of  China  ($801  billion), 
Brazil  ($752  billion),  Spain  ($584 
billion),  Canada  ($581  billion)  and 
South  Korea  ($482  billion). 

California  has  its  share  of  prob- 
lems: traffic,  pollution,  and  the  social 
and  educational  pressures  of  an 
increasingly  multicultural  immigrant 
population.  It  will  feel  some  impact 
fi^om  the  current  Asian  slowdown. 
Yet  overall  its  assets  so  gready  exceed 
its  liabilities  that  the  state  has  an 
assured  fijture.  The  combination  of  a 
strong  economy  and  good  climate 
will  intensify  the  growth  in  popula- 
tion there  compared  to  the  rest  of  the 
U.S.  According  to  the  Bureau  of  the 


Census,  the  expected  population 
growth  for  California  by  2025  is 
nearly  double  that  of  the  U.S.  Expect 
massive  migration,  both  domestic 
and  foreign.  There  will  be  18  million 
more  California  residents  by  2025 — 
an  increase  of  56%. 
■  California  is  at  the  crossroads  of 
trade  between  the  U.S.  and  Asia  and 
Mexico.  The  shipping  ports  at  Los 


urban  centers  in  Alameda  and  Santa 
Clara  counties  in  the  north,  and 
Orange  and  Western  San  Bernardino 
[Ontario]  counties  in  the  south. 

You  see  the  consequences  in  office 
rents:  In  Foster  Cit>',  just  south  of 
San  Francisco,  office  space  is  leasing 
for  $45  a  square  foot,  approaching 
rents  that  you  would  expect  to  see  in 
midtown  Manhattan.  But  there's 


Angeles  and  Long  Beach  are  die 
biggest  and  busiest  in  the  nation. 
These  ports  can  accommodate  the 
large  ships  that  can't  get  through  the 
Panama  C'anal.  The  ports  save  several 
days  of  delivery  time  between  the  Far 
East  and  the  Midwest  because  of  Los 
Angeles'  rail  transportation  network. 

■  There  is  a  master  plan  to  expand 
the  Los  Angeles  International  Airport 
to  accommodate  97  million  passen- 
gers a  year,  up  from  58  million  today. 

■  Los  Angeles  and  San  Francisco  will 
be  tAN'o  of  the  top  diree  markets  for 
office  employment  in  the  next  ten 
years.  This  means  dozens  of  new  sub- 


The  Port  of  Long  Beach 

One  of  the  busiest  in  the  country. 


plenty-  of  room  left  for  expansion: 
Downtown  Los  Angeles  is  1 7% 
vacant,  and  buildings  are  available 
for  below  replacement  cost  now, 
although  the  market  is  beginning  to 
turn  around. 

"If  you  own  real  estate  in  Califor- 
nia, in  the  next  two  years  you're 
going  to  do  very,  very  well,"  says 
Louis  Taylor,  Prudential  Securities 
senior  real  estate  analyst.  "After  tiiat 
it  will  just  be  better  tiian  other 
places."  -R.L.  and  C.S.  ^ 


"Guess  who  sets  the  rents?"  says  Spieker.  "I  do.  And  die 
real  estate  brokers  have  to  deal  with  mc.  I  am  the  market." 

In  the  Raleigh,  N.  C.  suburban  office  market.  High- 
woods  Properties  achieved  a  25%  market  share.  Kilroy 
Realty  Corp.  just  bought  the  Allen  Group,  giving  it  10% 
of  the  north  San  Diego  suburban  office  market. 

Even  in  the  slower-moving  markets  of  the  Midwest, 
REITs  are  flexing  their  muscles.  Indianapolis-based  REIT 
Duke  Realty  Investments,  Inc.  controls  24.5%  of  the 
entire  Cincinnati  office  market  and  has  up  to  35%  of  the 
leasable  suburban  office  space  in  Columbus,  Cleveland 
and  Indianapolis. 

Back  in  the  East  there  are  strong  spots.  Last  summer 
Boston  Properties,  Inc. — which  is  32%  owned  by  Edward 
Linde  and  publisher  Mortimer  Zuckcrman — raised  $900 
million  in  a  common  stock  offering.  Overnight,  this  com- 


pany's debt-to-total  capitalization  ratio  dropped  from 
more  than  70%  debt  to  about  33% — instantly  impro\ing 
its  cash  flow.  Since  then  Boston  Properties  has  bought 
two  office  buildings  in  New  York  (one  of  which  houses 
the  National  Football  League  headquarters),  as  well  as  the 
building  in  Baltimore  where  T.  Rowe  Price  is  headquar- 
tered. The  company  plans  to  sell  another  14  million 
shares,  and  much  of  the  proceeds  will  be  used  to  acquire 
more  buildings. 

REITs  are  not  only  buying  up  individual  properties, 
they're  also  acquiring  other  reus,  part  of  an  early  stage  of 
consolidation.  In  September  insatiable  realtor  Sam  ZelPs 
Equity  Office  Properties  Trust  said  it  would  acquire 
Beacon  Properties  Corp.,  a  major  owner  in  Boston, 
Atlanta,  Chicago  and  on  the  West  Coast,  in  a  $4  billion 
stock  transaction  scheduled  to  close  in  December.  FquiU' 
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will  be  the  country's  largest  publicly  traded 
owner  of  office  space,  with  245  properties  and 
62  million  square  feet  of  office  space  in  21 
states  and  the  District  of  Columbia. 

Insurance  giant  Prudential  has  traditionally 
been  a  big  holder  of  real  estate — and  of  mort- 
gages. It  is  now  REiT-izing  fast.  By  1999  Pru- 
dential's general  account  will  have  sold  $5  bil- 
Uon  of  properties,  including  such  jewels  as  Boston's 
Prudential  Center  and  San  Francisco's  Embarcadero 


Protection  in  a 

bear  market: 

REITs  yield 

2  to  3  times 

the  S&P  500. 


timing  of  lease  renewals.  Visibility  of  real 
estate  financial  information  now  approaches 
die  numbers  available  for  industrial  and  finan- 
cial companies. 

Don't  think  all  REITs  are  alike.  You  already 
have  a  wide  range  of  choices.  Consider  just  a 
few:  U.S.  Restaurant  Properties;  CCA  Prison 
Realty  Trust;  Bay  Apartment  Communities; 
and  Golf  Trust  of  America. 

The  conversion  from  private  to  REIT  ownership  of  real 


Center.  The  company  will  invest  some  of  the  cash  in  the  estate  will  gather  momentum  because  REITs  have  so 

same  REITs  that  buy  its  properties.  By  doing  so,  Prudential  many  advantages.  They  can  command  a  cheaper  cost  of 

wiU  be  able  to  buy  restricted  stock  in  the  REITs  for  a  nego-  capital,  borrowing  at  a  cost  of  6%  to  8%  and  putting  the 

tiated  discounted  price.  "This  way,  we  are  not  getting  out  money  to  work  for  returns  of  9%  to  12%.  The  bigger  and 

of  real  estate,"  says  David  Twardock,  senior  managing  more  diversified  the  portfolios,  the  lower  the  risk  to 

director  at  Prudential  Insurance  Co.  lenders.  In  November  1996,  $62  million  revenues  res 

Prudential  Real  Estate  Investors,  which  manages  the  Hotel  Investors,  Inc.,  one  of  the  first  hotel  REITs  in  the 

$685  million  Strategic  Value  Investors  fund  for  institu-  nation,  was  able  to  borrow  money  at  6.9%,  only  about 

tional  clients,  is  investing  in  the  same  REITs  as  Prudential  80  basis  points  over  comparable  Treasurys.  RES  simply 

Insurance's  general  account.  In  1998  Prudential  Real  pooled  a  bunch  of  properties  as  collateral  for  a  mortgage 

Estate  Investors  will  introduce  at  least  one  REIT  mutual  bond  issue.  REIT  CMBs  are  another  way  of  securitizing 


fiind  for  retail  customers.  Bernard  Winograd,  chief  execu- 
tive of  Prudential  Real  Estate  Investors,  enthuses:  "REIT 
companies  are  undervalued  by  the  marketplace  relative  to 
the  S&P  500  or  any  other  broad  index." 


real  estate. 

Shurl  Curci,  a  West  Coast  developer  who,  with  partners, 
owns  more  than  $500  million  worth  of  office  and  indus- 
trial properties  in  California,  Hawaii  and  Phoenix,  has  been 


Louis  Taylor,  senior  real  estate  analyst  at  Prudential  bombarded  with  offers.  While  tempted,  Curci's  Transpa- 

Securities,  ticks  off  the  numbers:  REITs  trade  at  an  aver-  cific  Development  Co.  is  expected  to  decide  whether  to  sell 

age  multiple  of  about  11.4  times  1998  per  share  funds  its  properties  to  a  REIT  or  to  refinance  the  portfolio.  Refi- 

from  operations.  That  compares  with  a  multiple  of  about  nancing  can  "bring  down  our  cost  of  funds  fi"om  8.5%  to 

20  times  per  share  afiiertax  earnings  for  the  S&P  500  in  9%  to  7.3%  by  going  to  the  pubUc  bond  market,"  says 

the  same  period.  Also,  the  dividend  yield  is  much  higher  Thomas  Irish,  president  of  Transpacific.  Either  way,  Curci's 

for  REITs:  5%  to  8%,  compared  with  less  than  2%  for  the  cost  of  capital  gets  cheaper. 

S&P  500  stocks.  With  many  reits,  as  much  as  a  quarter         "The  private  guys  can't  compete  with  REITs  for  new 

of  the  dividend  is  considered  to  be  return  of  capital  (as  acquisitions  or  developments,"  says  Prudential's  Taylor. 


depreciation)  and  therefore  is 
not  taxable. 

PubHc  REITs  are  a  far  better 
deal  for  individual  investors  than 
the  shoddy,  overpriced  real  estate 
partnership  units  that  were  syn- 
dicated by  large  retail  brokers  in 
die  1970s  and  1980s. 

Andrew  Davis,  portfolio  man- 
ager of  the  $250  million  Davis 
Real  Estate  Fund,  a  vehicle  run 
by  the  family  of  Shelby  Cullom 
Davis,  jumped  into  REITs  nearly 
four  years  ago.  "We  saw  real 
estate  as  the  largest  asset  class  in 
the  country.  It  had  just  been 
through  a  depression,"  says 
Davis,  "and  there  was  \isibility  to 
the  earnings." 

Davis  says  the  level  of  earn- 
ings disclosure  for  real  estate  has 
vasdy  improved.  An  investor  can 
study  the  number  of  square  feet 
owned,  the  weighted  average 
base  rent,  the  amount  spent  on 
buildings  improvements  and  the 


Owners  of  U.S.  commercial  real  estate 


Corporations 

$1.7  trillion  (43.1%) 


Partnerships 

$1  trillion  (25.6%) 


Not-for-profits 

$411  billion  (10.5%) 
r-  Government 

$234  billion  (6%) 

Institutional  investors 

$128  billion  (3.3%) 

Financial  institutions 

$114  billion  (2.9%) 

REITs 

$142  billion  (3.6%) 

Other 

$104  billion  (2.6%) 

Individuals 

T*  I  *oooo*-.r  $96  billion  (2.4%) 

Total:  $3,929  trillion 

Source:  AEW  Capital  Management 

The  last  great  land  rush.  REITs  own  less  than  4% 
of  the  nation's  real  estate. 


The  recent  approximately  $1 
billion  bond  offering  for 
London's  Canary  Wharf,  which 
used  the  building  leases  as  col- 
lateral, shows  that  international 
real  estate  markets  are  heading  in 
the  same  direction. 

How  big  can  this  industry 
get?  Real  estate  companies 
account  for  about  a  third  of  the 
stocks  in  Hong  Kong's  Hang 
Seng  index.  It  won't  get  that  big 
here  because  the  U.S.  is  more  of 
an  industrial  society  than  Hong 
Kong  is — but  the  day  is  not  far 
off  when  REITs  will  make  up  a 
significant  percentage  of  the 
equity  valuation  in  the  U.S.  and 
other  countries. 

Could  something  go  wrong 
and  stop  the  REIT  juggernaut.' 
A  world  recession  or  excessive 
speculation  could  slow  it  down. 
But  long  run  it  is  unstoppable, 
and  big  fortunes  are  being — 
and  will  be — made  there.      IB 
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U|>-and-coming  REITs 


Company/holdings/region 


Market  cap 
($mil) 


Price 


Total  return 
YTD 


Dividend 
yield 


1998  est 
price/FFO 
per  share* 


Alexandria  Real  Estate  Equitles/office/nationai 

$333 

$29.19 

41.5% 

5.5% 

13.4 

Bay  Apartment  Communities/multifamily/West  Coast 

1,101 

40.13 

14.9 

4.2 

14.1 

Boston  Properties/office/national 

1,859 

33.94 

28.5 

4.8 

14.4 

Call  Realty/office/Northeast 

1,981 

38.75 

31.5 

5.2 

12.9 

CarrAmerica/office/national 

1,968 

30.94 

11.8 

5.7 

11.9 

Charles  E.  Smith/multifamily/Washington,  DC,  Virginia 

990 

35.25 

27.5 

5.9 

11.9 

Essex  Property  Trust/multifamily/West  Coast 

642 

34.75 

22.8 

5.2 

12.6 

HighwoodsProperties/office/Southeast 

1,902 

35.56 

11.2 

5.8 

11.1 

Kilroy  Realty/office,  industrial/southern  California 

728 

26,69 

9.8 

5.8 

11.1 

Liberty  Property  Trust/office,  industrial/national 

1,701 

;^7  38 

11.1 

6.1 

11.6 

Meridian  Industrial/industrial/national 

742 

24.81 

23.7 

4.7 

12.1     5 

Pacific  Gulf  Properties/industrial/West  Coast 

444 

22.81 

23.3 

7.2 

10.6 

Parkway  Properties/office/Southeast 

327 

33.48 

33.2 

4.2 

11.7 

PostProperties/multifamily/Southeast 

1,332 

37.63 

-2.1 

6.3 

11.2 

Prime  Retail/factory  outlet  malls/national 

401 

14.69 

26.9 

8.0 

10.3 

Security  Capital  Atlantic/apartments/Southeast 

1,020 

21.50 

-5.9 

7.4 

11.0 

Security  Capital  Industrial/warehouses/national 

2,775 

24.50 

21.3 

4.4 

14.0 

Spieker  Properties/office,  industrial/West  Coast 

2,686 

40.94 

17.6 

4.6 

13.6 

Sun  Communities/manufactured  housing/national 

712 

35,63 

8.7 

5.3 

13.0 

Westfield  America/regional  malls/national 

1,206 

17.00 

12.0 

8.2 

10.5 

Prices  as  of  12/5/97.  'funds  from  operations. 


All  the  REIT  ones 


Sources:  Prudential  Securities:  AEW  Capital  Martagement:  Davis  Selected  Advisers. 


Company/holdings 


Market  cap 
($mil) 


Price 


Total  return 
YTD 


Dividend 
yield 


1998  est 
price/FFO 
per  share* 


Simon  DeBartolo  Group/regional  malls 

$5,575 

$33.63 

14.9% 

6.0% 

12.1 

Equity  Office  Properties/office 

5,571 

34.06 

27.7 

3.5 

15.8 

Crescent  Real  Estate  Equities/office,  retail,  hotels 

4,654 

38.88 

58.4 

3.9 

19.9 

Equity  Residential  Properties/apartments 

4,041 

49.50 

24.6 

5.4 

11.8 

Starwood  Lodging/hotels 

3,490 

54,88 

52.8 

3.5 

14.4 

Vornado  Realty  Trust/retail,  industrial 

3,346 

45.06 

76.9 

3.6 

23.3 

Beacon  Properties/office 

2,932 

46.75 

32.9 

4.3 

15.1 

Public  Storage/self-storage  warehouses 

2,868 

27.63 

-8.8 

3.2 

11.9 

Security  Capital  Industrial/warehouses 

2,775 

24.50 

21.3 

4.4 

14.0 

Spieker  Properties/office,  industrial 

2,686 

40.94 

17.6 

4.6 

13.6 

Meditrust  Corp/health  care 

2,364 

38.44 

48.7 

7.5 

11.8 

Security  Capital  Pacific/multifamily 

2,120 

24.50 

14.6 

5.6 

13.6 

Prices  as  of  12/5/97.  *Funds  from  operations. 


The  REIT  funds 


Source:  Prudential  Securities. 


Some  REITs  have 
established 
dominant  market 
positions  in 
geographic 
regions.  This  way, 
they  can  continue 
to  tap  capital 
markets  and  influ- 
ence  the  level  of 
real  estate 
values. 


The  12 

largest  REITs, 
as  measured  by 
present  market 
capitalization. 
Expect  consolida- 
tion and  tapping 
of  public  equity 
markets  as  vehi- 
cles for  growth. 


Fund 


-Total  return 


3-year 
annualized 


YTD 


Assets^ 
($mil) 


Yield' 


Annual 

Maximum 

Minimum 

Phone  number 

expenses 

sales 

initial 

per $100 

charge 

investment 

Davis  Real  Estate  A 

28.1% 

21.9% 

$123 

3.0% 

$1.32 

4.8% 

$1,000 

800-279-0279 

Fidelity  Real  Estate 

25.1 

18.4 

2,376 

3.5 

0.88 

none 

2,500 

800-544-8888 

Franklin  Real  Estate  Sec  1 

26.3 

17.9 

268 

3.0 

1.09 

4.5 

100 

800-342-5236 

GrandView  REIT  Index 

NA 

14.2 

2 

4.0 

1.05 

3,0 

1.000 

800-525-3863 

Vanguard  Special  REIT  Index 

NA 

15.9 

1,168 

4.8 

0.36 

none 

3,000 

800-662-7447 

As  of  Nov.  30.  2  As  of  Oct.  31.  NA:  Not  applicable. 


Sources:  Upper  Analytical  Services,-  Morningstar  Inc.  company  sources. 


There  are  going  to  be  more  REIT  mutual  funds  for  the  retail  investor  in  short  order,  but  right  now  there  are  only  a  few. 
it's  the  way  to  get  geographic  diversification. 
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A  dilemma  for  your  accountant:     i 

Is  it  travel? 


I* 


Or  entertainment? 


While  your  CPA  wrestles  with  that  dilemma,  you  can  enjoy  the  new  Lincoln  Town  Car  for  what  it  really  is:  a  refined,  six-passenger 
luxury  sedan  with  improved  steering,  a  responsive  overhead  cam  V-8  engine  and  the  kind  of  poised  handling  that  comes  from  a 
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)alanced  rear-wheel-drive  chassis.  All  of  which  makes  spending  lime  in  the  new  Town  Car  time  well  spent.  For  more  information, 
isit  our  web  site  at  wwwlincolnvehicles.com,  or  call  1  800  446-8888  for  a  free  brochure. 


The  new  Town  Car  from 


.  What  a  luxury  car  should  be. 
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EDITED  DY  LAURA  SAUNDERS 


Our  deliberately  nutty  tax  code  throws  many  Americans  into  haphazard  tax  brackets 
that  have  no  relation  to  their  ability  to  pay.  What  can  you  do  to  extricate  yourself? 

The  old  shell  game 


Bv  Janet  Novack 


■  Robert  Bil\sfield,  a  retired  electrical  engineer  in  reach  of  the  alternative  minimum  tax. 

Eugene,  Ore.,  is  in  a  61%  income  tax  bracket.  All  this  had  a  pernicious  effect  on  marginal  tax  rates — 

■  Ann  Wengler,  a  di\'orced  developmental  psychologist  your  marginal  rate  being  the  additional  cents  of  tax  you 
in  Columbus,  Ohio  raising  four  children  on  an  adjusted  pay  for  earning  an  extra  dollar  of  income.  "Congress  just 
gross  income  of  about  S 5 8, 000,  won't  get  a  penny  of  keeps  making  the  problem  worse  and  worse.  These  hid- 
Congress'  newly  enacted  child  credits  next  year.  That's  den  marginal  rates  affect  millions  of  people  at  all  income 
because  she  will  get  hit  by  the  alternative  minimum  tax,  levels.  They  add  a  lot  of  senseless  and  expensive  com- 
which  was  supposed  to  keep  rich  people  from  using  exot-  plexit)^,"  says  Michael  Graetz,  a  former  Treasury  official 
ic  shelters  to  escape  taxes.  now  at  Yale  Law  School. 

■  Julie  and  Olen  Olson,  who  run  a  small  ranch  in  Marginal  rates  matter  because  they  can  have  a  power- 
Mullen,  Nebr.,  were  socked  with  an  89%  rate  on  $2,019  ful  effect  on  the  choices  people  make  in  their  lives. 


in  capital  gains. 

■  George  Willis,  a  disabled  longshoreman  Uving  in 
Union  Cit\',  Calif,  paid  a  104%  tax  on  his  Social  Securit}^ 
disabilit}^  payments  last  year. 

No,  we're  not  making  this  up.  These 
are  real  people  caught  in  our  surreal 
tax  code.  The  system  is  supposed  to 
reflect   abiht}'   to   pay   and   provide 
incentives    for    hard    work    and 
thrift.    Instead,   it   is   freakish, 
punitive  and  unpredictable. 

WTiy  does  retiree  Brasfield 
have  a  marginal  tax  rate  at 
least    twice    that    of   Bill 
Gates?  Why  does  Wengler 
owe    a    tax    supposedly 
aimed      at      gentleman 
farmers    and    oil    well 
owners?    They   are   vic- 
tims of  a  criminally  con- 
voluted tax  code  foisted 
upon  us   by  a   Congress 
that    cares    more    about 
headlines  than  about  how 
it  affects  ordinary  people. 

The  tax  code  was  bad  a 
year     ago.     The     changes 
enacted  this  summer  made 
it   a   lot   worse.    Lawmakers 
multiplied      the      complex 
phaseouts,     phase-ins     and 
givebacks  that  make  the  official 
tax  rates  a  fiction.  They  exac- 
erbated the  marriage  penalty', 
which    penalizes    two-career 
couples  for  the  cijme  of  gc'-- 
ting    married.    And    they   die 
nothing  to  stem  the  growing 
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Ann  Wengler, 

with  Dylan,  Lincoln, 

Amy  and  Lila 

An  AGI  of  $58,000,  but  no  child  credits 


Should  you  work  overtime?  Invest  in  a  risk}'  business 

startup?  Accept  a  promotion  that  \\'Ould  mean  more 

hours  away  fi-om  your  family,  higher  baby-sitting 

costs   and   a   lower   eligibility'   for   tuition   aid? 

Marginal  rates  can  change  the  answers  to 

all  these  questions. 

How  did  such  a  mess  come  to  be? 
Call  it  sound-bite  economics. 

If  a    congressman   wants    to    be 
reelected,  he  has  to  tell  his  con- 
stituents that  he  got  them  some- 
thing tangible,  like  a  tax  break  for 
college  costs.  At  the  same  time, 
voters  ^^'ant  a  balanced  budget. 
Beginning     in     the     mid- 
1980s,  lawmakers  discovered 
that  they  could  give  a  bene- 
fit with  one  hand  while  tak- 
ing it  away  with  the  other  by 
imposing    ceilings,    floors, 
phase -ins  and  phaseouts.  This 
legerdemain  allo\\'s  the  pols  to 
jive  tax  breaks  without  giving 
up  too  much  revenue  or  raising 
official  tax  rates. 
Think  of  it  this  way:  Congress 
passes  out  fi-eebies  and  then  tells  its 
agents  to  pick  beneficiaries'  pockets. 
Unfortunately,   each   time    law- 
makers enact  a  provision  with  lim- 
its,  they   create    a   marginal    rate 
bubble  when  it  phases  in  or  out. 
So   a   68 -year-old   self-employed 
widow  earning  538,000  can  end 
up  paying  a  90%  marginal  tax 
rate,  in  part  because  of  lost  Social 
Securit)'  benefits.  Robert  Brasfield, 
the  retired  Oregonian,  confi-onts  a 
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rate  bubble  that  grows  out  of  a  weird  formula 
for  phasing  in   the   taxability  of  Social 
Security  benefits  (see  box,  p.  78). 

Next  problem:  the  alternative 
ninimum        tax.        Congress 
strengthened  this  shadow  tax 
system  in   1986  afi:er  feeling 
scorched  by  taxpayers  bran- 
dishing signs  saying:  "I  pay 
more   taxes   than   Gh!"   The 
AMT  changes  were  supposed 
to  guarantee  that  corpora- 
tions and  individuals  tak- 
ing  tax    breaks    for   oil 
well  depletion,  intangi- 
ble   drilling    costs,    stock 
options    and    other   fat-cat 
shelters  would  pay  at  least 
some  tax. 

But  with  typical  reckless- 
ness    and     inattention     to 
detail,   lawmakers   have   also 


Linda  and  Paul  Woodling 
A  34%  marriage  tax 


Tips  for  avoiding 
tax  rate  traps 

■  Make  benefits  choices 
with  a  close  eye  on  mar- 
ginal rates.  Example: 
Most  taxpayers  are  better 
off  using  a  dependent- 
care  account  to  pay  day- 
care bills  than  claiming 
the  child-care  tax  credit. 
The  dependent  account 
is  worth  up  to  $2,250 

to  someone  in  a  45% 
combined  federal,  state 
and  local  tax  bracket, 
while  the  credit  would  be 
worth  only  $960.  Also: 
The  credit  causes  alterna- 
tive minimum  tax  prob- 
lems, while  the  depen- 
dent care  account 
doesn't. 

■  Instead  of  a  raise,  get 
your  employer  to  pay 
business  expenses — such 
as  for  entertaining 
clients — that  you've  been 
paying  out  of  pocket,  says 
Douglas  Stives,  a  CPA 


with  Curchin  &  Co.  in 
Red  Bank,  N.J. 

■  Consider  buying  munis 
rather  than  taxable 
bonds.  Some  moderately 
well-off  retirees  avoid  tax- 
exempt  bonds  because 
the  interest  can  cause  the 
taxable  portion  of  their 
Social  Security  benefits  to 
go  up.  That's  dumb. 
Under  such  circum- 
stances, taxable  bond 
interest  would  cause  the 
taxable  portion  of  the 
Social  Security  benefits  to 
go  up  as  much,  or  more. 

■  Bunch  income  and 
deductions  in  calendar 
years  chosen  to  minimize 
the  pain  from  the  ceilings 
and  floors  that  trap  inno- 
cent taxpayers.  Intelligent 
bunching  has  always  been 
good  for  people  claiming 
miscellaneous  and  medical 
deductions.  As  more  tax- 
payers fall  victim  to  the 
alternative  minimum  tax, 
timing  matters  even  more. 

Enrolled  agent  Robert 


thrown  family-friendly  benefits  such  as  personal  exemp- 
tions and  child  care  credits  into  the  mix  they  penalize. 

Thev  have  also — and  this  is  crucial — consciouslv  cho- 
sen  not  to  adjust  the  .\mt  brackets  for  inflation.  Why? 
Because  they  are  cynical  enough  to  know  that  the  money 
they  siphon  out  of  ordinary  people's  pockets  will  help 
pay  for  more  highly  publicized  "tax  breaks." 

Result:  The  alternative  tax  can  hit  those  with  incomes 
of  $50,000,  and  the  number  of  those  trapped  is  rapidly 
growing.  Congress'  Joint  Tax  Committee  estimates  that 
by  the  year  2002  the  tax  will  hit  at  least  2.8  milhon  tax- 
payers, quadruple  the  number  this  year. 

Finally,  there's  the  marriage  penalty^ — much  deplored, 
yet  getting  worse.  Two  people  with  similar  incomes  pay 
more  tax  if  they  are  married  (see  box,  p.  79)  than  if  they 
just  live  together.  Example:  The  top  tax  bracket  (an  efiec- 
tive  42%  on  earned  income)  kicks  in  at  the  same  $271 ,050  of 
taxable  income  for  a  single  worker  as  for  a  t\\'o-career  fami- 
ly. So  two  $I50,000-a-year  stockbrokers  will  be  penalized 
for  getting  married. 

Want  to  roll  over  your  ira  money  into  a  tax-fi-ee  Roth  IR.\.' 
If  you're  single,  your  adjusted  gross  income  has  to  be  less 
dian  $100,000.  But  for  couples,  the  limit  is  also  $100,000. 
A  disaster  for  two  $60,000  programmers  headed  to  the  altar. 

To  see  how  tlie  3,600-page  tax  code  is  aftecting  taxpayers, 
we  did  somediing  Congress  almost  ne\'er  does — ^we  asked. 


Duitz  in  San  Jose,  Calif 
iias  hundreds  of  middle- 
class  clients  with  incentive 
stock  options.  The 
options,  along  with  Cali- 
fornia's high  state  taxes, 
can  subject  them  to  the 
AMT.  So  in  years  when 
clients  exercise  options, 
Duitz  has  them  hold 
down  state  tax  payments, 
even  if  it  means  paying  a 
penalty,  in  order  to  a\oid 
losing  the  state  tax  deduc- 
tion (which  is  not  allowed 
in  an  amt  year).  The  next 
year,  when  they  aren't 
exercising  options,  they 
catch  up  on  the  previous 
year's  state  taxes  and 
prepay  some  of  the  follow- 
ing year's  taxes  as  well. 
■  Except  in  a  tax-sheltered 
account,  buy  stocks,  not 
stock  fi.inds.  That  way 
you,  not  the  fiind  manag- 
er, decide  what  stocks  to 
sell  and  when.  You  sell 
your  losers  and  let  the 
winners  ride — or  gi\e  win- 
ners away,  either  to  a 
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charit)'  or  to  a  low- bracket 
relative. 

Okay,  if  you  must  buy  a 
fund,  buy  an  index  fijnd. 
Their  payouts  are  low. 

■  Don't  get  divorced  to 
save  taxes.  Couples  who 
divorce  save  a  litde  on 
income  taxes  but  lose 
big-time  on  estate  taxes. 
And  the  Tax  Court  has 
firmly  slapped  down  tax- 
payers who  repeatedly  get 
married  and  divorced. 

■  Don't  take  a  job  in  a 
new  cit\'  without  seeing 
if  the  raise  is  enough  to 
lea\'e  you  better  otT.  First 
play  what-if  widi  tax  soft- 
ware (TurboTax,  $50, 
800-446-8848;  or 
Kiplinger  TaxCut,  $40, 
800-235-4060).  Then 
remind  )'ourself  that  under 
our  tax  code  increased  li\'- 
ing  or  commuting  costs  are 
not  deductible.  In  the  end, 
a  $35,000  raise  might  not 
pay  for  a  $15,000  increase 
in  lixing  costs. 

-L\URA  Saunders  Hi 
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Marginal  tax  rate  roulette 

Two-earner  couple  with  one  child  in  junior  high  and  one  in  college' 

■^yjj'g"^'  Adjusted  gross  income  ($thou) 
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Ann  Wengler 

Ann  Wengler,  43  and 
divorced,  is  raising  four  chil- 
dren while  holding  down  a 
demanding  job.  She  is  a 
Ph.D.  who  supervises  the 
psychology  staff  at  a 
Franklin  County,  Ohio  pro- 
gram for  children  with  dis- 
abilities. She  was  thrilled  to 
hear  about  the  family  bene- 
fits in  the  1997  tax  act, 
which  include  tax  credits  for 
young  children  and  a  col- 
lege tuition  credit. 

We  checked  with  the  CPAs  at  Grant 
Thornton  to  see  what  Wengler  would 
get  from  the  new  law.  Their  answer: 
nothing. 

With  a  projected  adjusted  gross 
income  in  1998  of  $57,700,  Wengler 
makes  too  much  to  qualify  for  the 
college  credit  for  her  eldest  child,  a 
freshman  at  Ohio  State.  What  about 
the  $400-per-child  tax  credit,  sup- 
posedly available  to  single-parent 
families  with  incomes  below 
$75,000?  Wengler  is  going  to  lose 
the  entire  $1,200  she  expected 
under  this  provision  to  the  alterna- 
tive minimum  tax  next  year. 

The  AMT  was  designed  to  nab  mil- 
lionaires who  claim  so  many  "prefer- 
ences"  like   oil-depletion   allowances 


that  they  pay  little  or  no  tax.  It  will 
give  you  some  idea  of  how  distorted 
the  tax  code  has  gotten  to  hear  what 
Wengler's  offending  tax  breaks  are: 
deductions  for  home  equity  loan 
interest  and  state  and  local  taxes, 
personal  exemptions  for  her  children 
and  a  child-care  credit. 

"Why  are  they  punishing  me!"" 
she  asks.  "I  have  more  than  $6,000 
a  year  in  child-care  costs." 


The  marginal  tax  rate  is  the  amount  you 
pay  on  an  added  dollar  of  income.  These 
charts,  based  on  calculations  for  1998  by 
University  of  Miami  Law  Professor  Elliott 
Manning,  show  the  wild  swings  in  mat- 
ginal  rates  for  three  types  of  taxpayers. 


A  bumpy  tax  ride 


Single  parent  with  two  young  children* 

Adjusted  gross  income  ($thou) 


Marginal 
rate 
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Linda  and  Paul  Woodling 

"We  had  serious  discussions  about  whether  to  go  ahead 
with  the  marriage,"  says  Linda  Woodling,  a  controller  for 
an  Orlando,  Fla.  building  contractor.  Her  husband,  Paul, 
is  an  architectural  intern.  Linda  figured  that  if  they  had 
been  married  last  year,  they  would  have  owed  $9,300  in 
federal  tax  on  income  of  $64,200.  That's  20%  more  than 
they  paid  as  singles. 

The  moral  imperative  overcame  their  financial  con- 
cerns, and  Linda  and  Paul,  each  34,  got  married  last 
February.  Alas,  their  penalty  for  being  married  is  about 
to  rise.  What's  going  on.>  Their  first  child  is  due  in 
March.  Although  tliey'll  reap  a  new  child  credit,  they'll 
lose  most  of  a  new  deduction  that  Linda  would  get  for 
college  loan  interest  if  she  were  unmarried.  On  a  pro- 
jected 1998  adjusted  gross  of  $70,700,  they'll  pay 
$9,100,  which  is  34%  more  than  they'd  pay  if  Linda  filed 
as  a  head  of  household  and  Paul  as  a  single. 


How  much  of  your  Social  Security  is  taxable?  This  is  your  congressman's  answer: 

Max(Min(Mm(0.5*Min(  12000,0.5*8  +  I  -  32000 ),0.5*S)  +  0.85*Max(0.5*S  +  I  -  44000,0),0.85*S),0) 

Excel  spreadsheet  formula,  where  S  represents.  ^  ceil  containing  annual  Social  Security  benefit;  I  is  (to  oversimplify  a  bit)  adjusted  gross  income, 
plus  tax-exempt  income,  minus  Social  Security  L  nefits.  Valid  only  for  joint  returns. 


78 


Forbes  ■  December  29,  1997 


This  is  progressivity? 

One-earner  couple  between  65  and  70  with  Social  Security  benefits* 
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Pamela  and  Daryl  Edwards,  with 
Jacob,  Denton  and  Madison 
$1  raises  taxable  income  $1.50 
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Adjusted  gross  income  ($thou) 
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*Shows  marginal  rate  increase,  where  appropriate,  due  to  FICA  taxes 
(Social  Security  and  Medicare),  the  Earned  Income  Tax  Credit,  the 
Social  Security  tjenefits  tax,  the  Social  Security  benefits  phaseout, 
the  rate  hike  due  to  the  3%  itemized  deduction  limit,  the  alternative 
minimum  tax  and  the  phaseouts  of  the  Hope  Credit,  child  credit  and 
personal  exemptions.  Assumes  that  at  higher  incomes,  itemized  deduc- 
tions are  high  enough  to  be  worth  taking. 
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Pamela  and  Daryl  Edwards 

Pamela    Edwards,    37,   sells   ads   at 

Shreveport,  La.   radio  station   KRMD. 

Her  husband,  41 ,  runs  a  hospital  blood  bank.  Wlien  a  senior 

executive  asked  Pamela  if  she  could  sell  more  ads  in  1998, 

she  said  she'd  have  to  check  with  her  tax  preparer  first. 

It  was  a  wise  answer.  To  earn  more  mone\',  Pamela  w  ould 
have  to  spend  more  time  awa\'  ft^om  her  sons,  aged  3,  5  and 
1 1 .  And  she  migiit  not  be  much  better  off  financially. 

The  Edwardses  have  an  adjusted  gross  income  of  about 
$141,000.  In  that  range,  each  additional  dollar  they  earn 
reduces  by  50  cents  the  amount  of  losses  the)'  can  claim 


Sin  subsidy 


Eliminate  the  marriage 
penalty?  Don't  bank  on  it. 

It's  almost  impossible  to 
find  a  politician  who  does 
not  support  elimination  of 
the  marriage  penalty — at 
least  in  principle.  So  why 
do  we  have  it?  It  has  to  do 
with  the  fact  that  the  U.S. 
income  tax  is  progressive. 

Progressivity  means  that 
the  percentage  tax  burden 
goes  up  as  income  goes  up. 
In  other  words,  die  tax  on 
$60,000  is  more  dian 
twice  the  tax  on  $30,000. 
So  when  two  $30,000 
nurses  get  married,  their 
combined  tax  bill  rises. 


In  effect,  complains 
Havertown,  Pa.  tax  lawyer 
Lisa  Starczewski,  the  first 
dollar  of  the  second 
earner's  salary  is  usually 
taxed  at  the  first  earner's 
top  marginal  rate.  Star- 
czewski's  husband, 
Michael,  works  fijll  time, 
while  she  stays  home  and 
cares  for  their  four  children 
and  earns  extra  income 
fi"om  part-time  work.  The 
marginal  tax  rate  on  her 
first  dollar  of  earnings  is 
43%,  and  it  goes  up  as  she 
earns  more. 

Why  not,  you  might  ask, 
forget  family  relationships 
and  tax  the  individual  wage 
earner?  That's  what  about 
two-thirds  of  developed 


countries  do.  But  it  is  a 
problematic  method  in  a 
system  like  ours  with  its 
heavy  dose  of  social  engi- 
neering. How  would  a 
child-care  credit  or  a 
dependent  exemption 
work  when  the  husband's 
taxes  are  separate  from  the 
wife's? 

Here's  another 
headache.  If  the  income 
tax  hits  individuals,  not 
families,  tlien  a  single- 
earner  $60,000  couple  in 
California  would  pa>'  less 
than  an  identical  $60,000 
couple  in  New  York. 
That's  because  die  Califor- 
nia couple  could,  under 
that  state's  community 
property  law,  attribute  half 
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the  breadwinner's  salary 
to  the  nonworking  spouse, 
pushing  more  of  the  salary 
into  lower  brackets. 

You  could  tilt  the  seesaw 
back  the  other  way  by 
giving  a  break  to  all 
$60,000  couples.  Now  you 
have  created  a  new  unfair- 
ness. In  this  system,  a 
single  mother  trying  to 
cover  child-care  costs  on  a 
$60,000  salary  pays  much 
more  in  tax  diaii  her  triend 
down  the  street  w  ho  has 
the  same  salary  but  also  has 
an  unemployed  husband  at 
home  to  w  atcli  die  kids. 

VVliat  a  tangled  web  we 
weave  w hen  we  make  taxes 
progressive. 

-William  Baldwin  WM 
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from  a  rental  property  they  own.  In  other 
words,  $1  in  earnings  acids  $1.50  to  tax- 
able income.  It  also  causes  them  to  lose  3 
cents  of  itemized  deductions.  This  deduc- 
tion giveback  is  nothing  but  a  backdoor 
surtax  on  the  official  tax  bracket,  which  for 
the  Edwards  family  is  31%. 

When  Louisiana  state  income  taxes 
are  figured  in,  the  Edwardses  pay  55 
cents  of  tax  on  each  added  dollar  of 
Pamela's  income,  says  Carol  George, 
president  of  the  Louisiana  Societ}^  of 
Enrolled  Agents. 

For  just  this  reason,  in  fact,  Daryl 
took  a  less  demanding  job  at  less  pay 
last   year.   With   Social   Security   and 
Medicare  taxes,  the  marginal  rate  on 
Daryl's  income  was  63%. 

Next  year,  if  Pam  sells  those  extra 
ads  and  the  couple's  income  rises 
above  $150,000,  they  won't  be  eli- 
gible to  open  education  iras  for 
their  children.  Says  Pam:  "All  my 
hfe,  1  was  taught  to  do  my  best 
and  overachieve.  Now  I'm  getting 
the  message  that  it's  more  eco- 
nomical to  be  average." 


Julie  and  Olen  Olson, 

with  Jay  and  Mikki 

An  89%  capital  gains  rate 


Olen  and  Julie  Olson 

Olen  and  Julie  Olson,  both  43,  have 
raised  catde  (and  three  children)  on  a 
family  farm  in  Mullen,  Nebr.  for  21 
years.  Widi  beef  prices  low,  1996  was 
a  lean  year  for  the  Olsons;  they  had 
an  adjusted  gross  income  of  just 
$6,019.    Normally   that   would 
have  qualified  them  for  a  $1,790 
earned  income  tax  credit. 

Surprise!  In  May  the  Olsons 
got  a  letter  from  the  iRS  inform- 
ing them  they'd  run  afoul  of  an 
obscure      provision      Congress 
added  in   1996.   The  provision 
bars  any  taxpayer  with  more  than 
$2,200   in   capital   gains   from 
claiming  the  credit. 

Unfortunately  they  had 
$4,219  of  capital  gains  in 
1996.  But  die  "stock"  diey 
sold  wasn't  shares  in 
Microsoft.  It  was  11  old 
breeding  cows.  That  is,  their 
last  $2,019  of  capital  gain 
cost  diem  $1,790,  an  89% 
rate. 


How  to  £ig;ure 
your  tax  bracket 

Would  you  be  better  off 
owning  a  Treasur)^  note  or 
a  type  of  municipal  bond 
that  is  subject  to  the  alter- 
nati\'e  minimum  tax? 

Should  you  take  that 
promotion  diat  would  put 
you  in  a  more  expensive 
city — but  give  you  a 
$40,000  raise? 

You  can't  answer  ques- 
tions like  these  without 
knowing  your  marginal 
tax  rate — the  tax  you  pay 
on  an  additional  dollar  of 
income. 

You  probably,  didn't 
know  it,  but  you  have  at 
least  half  a  dozen  different 
marginal  rates.  There's 
one  for  salary,  another  for 
self- employment  income, 
another  for  interest  and 
dividends,  others  for  in- 
state and  out-of-state 
municipal  bonds,  several 


for  capital  gains,  yet 
another  for  charitable 
deductions. 

That's  right:  A  $1,000 
donation  doesn't  always 
offset  a  $1,000  raise, 
because  the  marginal  rates 
can  be  different. 

The  best  way  to  calcu- 
late your  marginal  rate  is 
to  use  sofhvare.  Buy  one 
of  the  tax  preparation  pro- 
grams (Turbo  Tax, 
Kiplinger  TaxCut).  Pull 
out  a  copy  of  your  1996 
return,  and  enter  all  the 
important  numbers.  This 
is  not  hard  to  do  if  you 
skip  the  questionnaire 
format  and  use  the 
"Forms"  option. 

Now  throw  in  a  $1,000 
change  somewhere,  such 
as  in  your  salary.  See  what 
happens  to  the  bottom 
line:  If  your  federal  tax 
bill  goes  up  by  $508,  then 
your  federal  marginal  rate 
is  50.8%.  Make  sure  you 
idd  :,r.y  extra  Social  Secu- 


rity or  Medicare  tax  if 
the  program  doesn't  do  it 
for  you. 

If  you've  got  the  tax 
software  for  your  state,  see 
what  the  $1,000  does 
there.  Say  it  raises  your 
state  income  tax  bill  by 
$90.  Now  go  back  to  the 
federal  form  Schedule  A, 
and  throw  an  additional 
$90  into  your  deduction 
for  state  and  local  taxes. 
Your  $508  boost  may 
shrink  to,  say,  $483. 
Bottom  Une:  The  $1,000 
raise  costs  you  $573 
in  taxes. 

Yes,  rates  can  get  that 
high  for  middle-income 
families.  Here's  an  exam- 
ple, courtesy  of  Wesley 
Fitzpatrick,  a  CPA  in 
Tigard,  Ore. 

John  and  Mary  Smith 
are  a  couple  with  two  chil- 
dren, one  a  freshman  and 
the  other  a  sophomore  in 
college.  For  1998  John 
earns  $75,000  in  salary. 


$5,000  in  interest  and  div- 
idends. On  that  the 
family  pays  $17,200  in 
federal,  payroll  and 
Oregon  taxes.  The  aver- 
a^e  rate  is  not  too  bad — 
only  22%. 

But  look  at  what  hap- 
pens if  Mary  gets  a  job 
earning  $20,000  to  help 
pay  the  children's  tuition. 
With  that  added  income, 
the  couple  owes  an  extra 
$11,400,  for  a  marginal 
tax  rate  of  57%. 

This  isn't  the  end  of  the 
damage.  The  added 
income  may  cut  the  kids' 
tuition  aid;  it  will  cost 
Mary  some  commuting 
expenses,  which  are  not 
deductible;  and  the  added 
workload  may  force  her  to 
hire  a  maid. 

Unless  not  working 
bores  the  hell  out  of  her, 
Mary  and  John  could  be 
better  off  financially  if  she 
chucked  the  job. 
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George  Willis  and  Diana  Thomas-Willis 

Last  year  George  Willis,  57,  and  Diana  Thomas-Willis, 
48,  of  Union  City,  Calif,  owed  $1,162  in  federal  income 
tax  on  $1,116  in  disability  benefits  Willis  received  from 
Social  Security. 

A  104%  tax.>  How  could  that  be? 

Willis,  a  former  longshoreman,  was  disabled  at  work  in 
1985  and  started  receiving  tax-exempt  workers'  com- 
pensation benefits.  In  1990,  on  the  advice  of  his  lawyer 
(a  disability,  not  a  tax,  specialist),  he  applied  for  and 
received  Social  Security  disability,  too.  In  1993  he  settled 
his  workers'  comp  claim  for  a  lump  sum. 

By  law,  Willis'  Social  Security  disability  benefits  are 
reduced  to  take  into  account  the  amount  he  gets  in 
workers'  comp — or  in  the  case  of  his  lump  sum,  the 
amount  the  government  figures  his  lump  sum  would  be 
worth  as  an  annuity.  So  instead  of  receiving  $9,108  from 
Social  Security  in  1996,  Willis  got  only  $1,116  aft:er  an 
additional  $510  for  Medicare  premiums  was  deducted. 

The  tax  code,  however,  makes  Willis  pay  tax  on  85%  of 
$9,108 — even  though  he  got  only  $1,1 16  of  it — because 
his  wife  earns  $50,000  a  year  as  a  systems  analyst.  Is  that 
possible  under  the  U.S.  tax  code — to  be  taxed  on  phan- 
tom income!'  Sure.  In  June  the  Tax  Court  ruled  against 
the  Willises. 
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Robert  Brasfield 
Paid  61%  on  dividends 
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George  Willis  and  Diana  Thomas-Willis, 

with  Monifa  and  Ajani 

Paid  104%  tax  on  Social  Security 


Robert  Brasfield 

It's  not  the  taxes.  It's  the  damned  worksheet. 

Retired  Boeing  electrical  engineer  Robert  Brasfield, 
79,  got  $13,300ln  Social  Security  and  another  $31,200 
from  a  pension,  ira  and  in\'estment  income  last  year.  He 
says  he  could  accept  living  in  a  world  in  which  Social 
Security  benefits  arc  fiilly  taxable. 

What  he  can't  stand:  the  complicated  formula  that 
determines  what  percentage  of  the  benefits  are  taxable 
(see p.  78)  and  the  18-line  Social  Security  benefits  work- 
sheet that  expresses  it.  Brasfield  paid  a  high  52%  margin- 
al rate  on  his  dividends  because  each  added  dollar  of  div- 
idends made  more  of  his  benefits  taxable.  Throw  in 
Oregon  taxes  at  9%  and  you  have  a  marginal  rate  of  61%. 

"For  people  who  really  have  a  lot  of  money,  the  rate 
goes  back  clown.  That's  progressivity?"  snarls  Brasfield 
sarcastically. 

Indeed,  Bill  Gates,  in  the  neighboring  state  of 
Washington,  has  a  much  lower  tax  bracket.  Gates  collects 
a  modest  salary  fi-om  Microsoft;  his  real  income  takes  the 
form  of  capital  gains  from  shares  of  his  company.  The 
federal  rate  on  long-term  capital  gains  is  no\\-  20%;  there 
is  no  Washington  state  income  tvtx  for  individuals. 

Keep  all  this  in  mind  w  hen  your  member  of  Congress 
boasts  how  he  or  she  supported  those  wonderfiil  1997 
tax  benefits.  And  don't  take  a  new  job,  make  an  invest- 
ment or  tie  the  marital  knot  without  figuring  the  effect 
on  your  taxes.  On  pages  77  and  80  \\c  offer  help.      ■■ 
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In  Georgetown,  Kentucky, 
people  will  proudly  tell  you  stories  about  their 
legendary  thoroughbred  horses.  Champion 
racers,  with  familiar  names  like  Citation, 
Whirlaway  and  Man  o'  War 

They  might  also  brag  a 
little  about  some  other  homegrown  success 
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^Aotor    Manufar/ 


'Kentucky,    US^ 

stories.  And  rightfully  so.  Because  the 
400,000  Camrys  and  Avalons  built  every 
year  by  the  people  of  Toyota  Motor 
Manufacturing  in  Georgetown  are  winning 
hearts  around  America  -  and  the  world. 

In  every  place  where 
Toyotas  are  built  -  from  Australia,  to  Thailand, 
to  Kenya  -  the  cars  and  trucks  that  are  pro- 
duced there  reflect  the  pride  of  the  people 
who  build  them.  Because,  not  coincidentally, 
they  are  also  the  people  who  drive  them. 

Here  in  the  U.S.,  Toyotas 
are  being  designed  by  Californians,  tested  in 
Arizona  and  Michigan,  built  in  Kentucky, 
California,  and  soon  in  Indiana  as  well.  In 
fact,  more  than  half  the  Toyotas  sold  in 
America  are  built  by  Americans. 

Toyota  understands  that 
growth  in  the  global  marketplace  only  comes 
when  there  is  a  deep  understanding  and 
respect  of  the  unique  qualities  and  needs  of 
local  operations  and  people.  That's  why, 
around  the  world,  we  invest  in  local  design, 
local  manufacturing,  parts  and  jobs. 

Sure  it  makes  good  busi- 
ness sense  for  Toyota.  But  it  also  makes  for 
increased  competitiveness  and  growth  in  the 
economies  where  we  do  business. 

It's  a  win/win  situation. 
And  if  there's  one  thing  the  people  of 
Kentucky  know  -  it's  how  to  produce  a  winner. 

TOYOTA  People  Drive  Us 
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COMPUTERS/COMMUNICATIONS 


In  Silicon  Valley  a  mere  idea  can  be  worth  a  billion  dollars. 

Rambus: 

Moore's  little  helpeir 


By  Rita  Koselka 

You  KNOW  Moore's  Law — the  asser- 
tion tliat  the  power  of  processor  cliips 
doubles  every  18  months.  The  law 
also  applies  to  memory  chips.  There's 
a  weak  link  here,  though.  It's  not  so 
easy  to  get  the  two  kinds  of  chips  to 
double  the  speed  at  which  they  talk 
to  each  other. 

In  to  solve  this  problem  is 
Rambus,  a  seven-year-old  company 
that  went  public  last  spring  to  wild 
applause.  Its  stock  has  quintupled  to 
$56,  giving  the  little  company — $26 
million  in  revenues  and  $2  million  in 
net  income  in  its  fiscal  year  ended 
Sept.  30 — a  market  value  of  $1.3  bil- 
lion. That's  a  value  of  $9  million  per 
employee,  even  more  than 
Microsoft's. 

Just  what  does  Rambus  have  that 
makes  it  so  valuable.^  One  very 
clever  idea  about  routing  signals 
between  memory  chips  and  logic 
chips  like  memory  controllers.  Such 
manufacturers  of  DRAM  chips  as  NEC, 
Toshiba  and  Samsung  are  paying 
Rambus  royalties  of  some  1.5%  to 
adopt  the  idea.  On  the  logic  chip 
side,  Intel,  Texas  Instruments  and 
Cirrus  Logic  also  are  paying  a  royal- 
ty. Intel  says  PC  manufacturers  will 
start  shipping  machines  using  Intel 
chips  and  Rambus  technology 
beginning  in  1999. 

If  all  goes  according  to  plan,  some- 
day Rambus  will  be  collecting  royal- 
ties on  maybe  half  the  world's 
memory  chip  production.  That  roy- 
alty stream  could  be  worth  several 
hundred  million  dollars  a  year.  The 
prospect  makes  the  company's  valua- 
tion seem  almost  rational.  We  say 
"almost"  because  in  the  Santa  Clara 
Valley  anything  is  possible. 

Rambus  was  born  during  a  1989 
dinner- table  conversatic.i  between 
Mark    Horowitz,    now    40,    and 


Michael  Farmwaid,  43.  Farmwald,  an 
entrepreneur  who  had  already  found- 
ed and  sold  a  small  chip  company,  is 
an  idea  guy,  constantly  bubbling  with 
new  opportunities.  Horowitz,  a  pro- 
fessor of  electrical  engineering  at 
Stanford,  is  the  type  of  guy  that  a 
friend  like  Farmwald  goes  to  for  a 
reality  check. 

Farmwald's  idea  had  to  do  with 
signal  pathways  on  a  personal  com- 
puter motherboard.  Chip  speed  was 
bursting  ahead,  he  said,  while  the 
links  between  chips  were  not  keeping 
pace.  Why?  Very  simply,  there  are 


three  messages  that  need  to 
travel  between  a  memory  chip 
and  the  logic  chip  a  few 
inches  away:  the  address 
where  the  impulse  is  to  go, 
the  data  bits  themselves  and  the 
instruction  that  says  what  should 
be  done  with  that  data — store  it, 
replace  it,  retrieve  it.  These  three 
messages  traditionally  run  on  differ- 
ent paths  at  different  speeds,  to  be 
recombined  on  the  memory  chip. 
This  process  paces  the  transmission  at 
the  slowest  or  longest  route  among 
the  messages  and  requires  careful 
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coordination  at  the  chip  to  put 
the  right  threesome  together. 
Farmwaid  and  Horowitz  came 
up  with  a  different  method:  Package 
the  three  messages  for  transmission 
down  a  single  electronic  line.  This 
shift  in  methodology  would  require 
some  significant  design  changes  in 
both  the  memory  chips  and  logic 
chips.  But  if  it  could  be  pulled  off 
it  would  speed  up  computers 
immensely. 

Over  the  next  six  months  the  two 
raised  some  $2  million  for  50%  of  the 
company  from  venture  capitalists. 


Mario 

Nintendo's 
fast-moving, 
fast-selling  hero 
owes  his  speed 
to  Rambus 
technology. 


Rambus 
Chief  Executive 
Geoff  Tate 
How  high 
a  royalty? 
He'd  rather 
make  20  nickels 
than  1  dollar. 


Microprocessor 


Faster  recall 
What  slows  data 
storage?  In  the  clas- 
sic architecture, 
data,  the  target 
addresses  and  the 
"write"  commands 
travel  on  separate 
and  roundabout 
paths  to  an  array  of 
DRAM  chips.  Rambus 
shortcuts  the 
process  and  feeds 
related  data  bytes  to 
a  single  chip.  Horowitz 

took  a  leave 
from  Stanford 
and  hunkered  down  with  two  senior 
engineers  and  one  of  his  former  grad- 
uate students,  all  lured  from  Xerox 
Palo  Alto  Research  Center. 

The  easy  part  was  designing 
changes  in  chip  layouts  and  getting 
some  patents.  The  hard  part  was 
persuading  chipmakers  to  try  the 
new  system  out.  In  1991  they  hired 
Geoff  Tate,  a  veteran  chip  man  at 
Advanced  Micro  Devices,  as  their 
chief  executi\e. 

Rambus'  big  break  came  in  1995, 
in  the  videogame  market.  Nintendo 
was  desperate  to  leapfrog  the  popu- 
lar PlayStation  made  by  rival  Sony.  A 
new  memory  technology  was  just 
the  trick.  The  Nintendo64  game 
player  uses  Rambus  designs  with 
custom-made  logic  chips  from  NEC. 
The  Nintendo  game  player  costs 
only  $150,  but  it  processes  graphic 
data  at  something  pretty  close  to 
supercomputer  speeds,  ferrying  the 
data  between  memory  controller  and 
memory  chips  at  a  speed  of  500  mil- 
lion bytes  per  second.  Nintendo's 
product  is  smaller  and  faster  than 
Sony's  Pla\'Station  and  was  the  hit  of 
the  1996  Christmas  season. 

That  score  gave  Rambus  some 
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credibility'  with  chip  companies  in  the 
far  larger  marker  for  multimedia  and 
graphic  boards  in  general  purpose 
computers.  Gateway  2000  started 
using  Rambus  technology'  in  its  Des- 
tination PCs  in  June.  Micron  Elec- 
tronics started  shipping  it  in  its  mul- 
timedia PCs  in  June,  too.  And  Dell 
has  been  shipping  Rambus  technolo- 
gy' in  its  workstations  since  July. 

In  October  Rambus  announced  its 
latest-generation  technology,  which 
will  enable  memory  chips  to  receive 
and  send  data  at  up  to  1.6  billion 
b)tes  per  second. 

Could  something  go  wrong.-  Sure. 
Chip  companies  could  end-run  the 
Rambus  system.  The  big  tiling  hold- 
ing them  back  is  the  fairly  low  royal- 
ty rate.  Says  Tate:  "We  knew  we  haci 
to  make  it  cheap  enough  that  chip 
makers  would  rather  deal  with  us 
than  start  afresh." 

Another  uncertainty:  What  hap- 
pens in  a  decade  or  so,  when  micro- 
processor, memory  controller  and 
memory  are  all  consolidated  on  c^ne 
tiny  chip  containing  billions  of  tran- 
sistors.' But  then  there's  no  way  to 
anticipate  technology  ten  years  out. 
So  you  might  well  wonder  at  that 
extra\ ai:!;ant  market  \aluation — but 
then  this  is  Silicon  Valley,  where 
almost  anything  can  happen.         WM 
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SILICON  STARTUPS 


CDs,  books  and  software,  sure—but  buy  a  747  on  the  Web? 

\^tually  aiirbome 


By  Peter  Haynes 

A  SAILING  NUT,  Tony  R.  Friend, 
now  52,  was  looking  for  the 
latest  news  about  the  1995 
America's  Cup.  That's  how  he 
got  an  idea  for  a  business.  The 
TV  net\vorks  weren't  much  help, 
so  Friend  turned  to  the  World 
Wide  Web — ^where  he  was  joined 
by  thousands  of  others.  Hey,  he 
thought — all  these  people  are 
potential  consumers.  "I  just  had 
to  find  a  way  to  hook  up  a  com- 
puter," he  says,  "and  start  churn- 
ing out  cash."  Maybe  he  could 
sell  them  yachts,  since  sailing 
obviously  interested  them. 

No,  not  yachts. 

He'd  tried  yacht-brokering 
before  coming  to  California  in 
1983  from  his  native  Australia 
and  had  decided  it  was  a  lousy 

business.  But  he  needed  something  Back  to  the  Web,  where  Friend 

similar:  portable,  high-ticket  products  started  trawling  for  potential  com- 
with  a  small  but  global  market  in  petitors.  All  he  turned  up  was  a  hand- 
which  he  could  be  a  big  player.  ful   of  amateur  sites,   the   best  of 

After  rejecting  everything  from  which.  Aircraft  Shopper  Online, 
used  cars  (too  regional)  to  on-line  turned  out  to  be  based  a  few  miles 
services  (too  labor-intensive).  Friend  north  of  Solid  Logic.  Run  out  of  a 
consulted  with  Richard  Cum-iingham,  house  in  suburban  Santa  Rosa,  ASO 
his  partner  at  Solid  Logic,  a  comput-  had  the  makings  of  a  business:  30- 
er  consultancy  in  Corte  Madera,  odd  dealers  and  200  or  so  planes  at 
Calif.  "How  about  airplanes?"  Cun-  various  airfields.  In  July  1995  Friend 
ningham  suggested.  Private  airplanes  bought  the  Web  site  and  a  year's 
have  high  ownership  costs,  which  worth  of  its  creator's  consultancy  ser- 
means  that  sellers  want  to  unload     vices  for  $100,000. 


Tony  Friend,  president  of  Aircraft  Shopper  Online 
If  they  all  land  on  his  Web  site,  the  business 
should  take  off. 


them  in  a  hurry.  Aircraft  are  portable, 
so  sales  are  global.  That  meshed 
neatly  with  the  "world-widencss"  of 
the  Web.  Airplane  sales  were  on  the 
rise  after  falling  for  years.  And  buyers, 
it  turned  out.  Were  wired  as  well  as 
wealthy.  About  75%  of  pilots  use  the 
Internet. 

Friend  knew  nothing  about  the 
business.  So  he  approached  the  folks 
at  Trade-A-Plane,  a  well-known  pub- 
lication diat  probably  carries  the  most 
print  ads  in  the  world  for  used  air- 
craft. Would  they  be  interested  in  an 
on-line  joint  venture.'  Friend  was 
politely  shown  the  door. 


Friend  spent  the  next  few  months 
developing  a  system  that  would  allow 
buyers  to  search  for  a  plane  by  make, 
m.odel,  price,  age,  flight  hours  and  so 
on,  and  download  specifications  and 
photos.  To  add  value  for  dealers,  ASO 
acts  as  a  clearing  house:  Inquiries 
from,  would-be  buyers  are  instantly 
faxed  or  E-mailed  to  advertisers. 
"What  we  are  selling  is  sales  leads," 
says  Friend. 

Getting  those  leads  was  tough  at 
first.  Typical  were  dealers  like  John 
Foster,  president  of  Atlanta-based 
O'Gara  Aviation,  which  sells  $50 
million  to  $100  million  worth  of  air- 


craft annually.  "Is  it  your  busi 
ness  plan,"  he  asked  Friend,  "to 
put  us  out  of  business.'"  But 
Friend  persisted,  calling  every 
dealer  he  could  find  and  initial 
ly  offering  free  ads.  Customers 
slowly  followed.  Even  Foster 
caved  in  after  Friend  cominced 
him  that  ASO's  marketing  power 
complemented,  rather  than 
threatened,  Foster's  business. 

Business      model.'      Friend 
decided  the  dealers  should  foot 
the  bill,  since  they  were  the 
ones  reaping  commissions  from 
planes  sold  through  his  site 
(w\v\v.aso. solid. com).  Each  of 
the  roughly  1,600  aircraft  now 
listed  brings  in  an  average  $25 
in     ad     revenue     a     month. 
Though  some  dealers  grum- 
bled, in  the   end  most  paid  up. 
Douglas  Davis,  president  of  Flight- 
ways  Corp.  of  Seattle,  now  claims 
that  three-fourths  of  his  sales  come 
from  ASO's  leads. 

With  its  virtual  airfield  packed  with 
everything  from  Cessnas  and  747s  to 
the  Boeing  727  that  once  was  Mal- 
colm Forbes'  Capitalist  Tool,  ASO  has 
attracted  more  than  40%  of  America's 
aircraft  dealers;  its  share  of  small-air- 
craft sales  may  already  be  in  the 
double  digits. 

Friend  has  sunk  close  to  $1  million 
into  ASO  from  his  own  pocket  and  the 
pockets  of  friends  and  family.  The 
business  is  close  to  breaking  even  on 
1997  revenues  of  less  dian  $500,000. 
By  1999,  says  Friend,  revenues 
should  be  $1.9  million,  and  ASO 
should  be  "comfortably  profitable." 
Maybe.  But  not  at  $25  per  lisdng. 
Will  the  dealers  sit  still  for  higher 
rates?  Meanwhile,  Trade-A-Plane 
(which  now  has  a  limited  subscrip- 
tion-based Web  site)  and  other 
potential  rivals  may  yet  duplicate 
ASO's  on-line  offerings. 

It's  tantalizing,  the  Internet.  So 
many  possibilities.  So  litde  profit.    Ml 
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"SOMEDAY,  I'll  BE  ABLE 
TO  MANAGE  ALL  YOUR  PC's 
RIGHT  FROM  MY  OFFICE." 


"SOMEDAY,  A  COMPUTER  WILL  HAVE 
TOMORROW'S  TECHNOLOGY,  TODAY/' 


"SOMEDAY,  A  COMPUTER  WILL 
A  FORMIDABLE  INVESTMENT." 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


"^59Pi'^'V 


Someday.  Though  you've  heard  about  it 
II  your  life,  it  always  seemed  a  long  way  off. 
lut  that's  all  changed  now.  With  our  new 
zquium""  line  you  can  manage  your  business 
ike  never  before.  For  years  Toshiba  has  been 
the  world's  leader  in  portable  technology. 
And  you've  come  to  expect  nothing  less.  So 
when  we  developed  a  new  line  of  business 
systems,  we  put  in  the  same  ingenuity,  quality 
and  design  you've  come  to  depend  on  from 
our  portables.  Incorporating  the  latest  innovations 
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for  superior  manageability,  Intel's  family  of 
processors  and  an  overall  rich  feature  set- 
making  the  Equium  a  formidable  investment. 
We  believe  it's  everything  you  need  to  do 
business  in  an  ever-changing  climate, 
in  fact,  Toshiba  spends  over  $3 
billion  a  year  in  research  and 
development  Not  just  to  bring 

you  products  today,  but  to  develop 

the  tools  a  new  generation  will  use 
to  create  their  own  somedays. 
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In  Touch  with  Tomorrow 

TOSHIBA 


TO  GET  YOUR  HANDS  ON  AN  EQUIUM  NOW.  CALL  1-800-457-7777 OR  VISIT  OUR  WEB  SITE  AT  HnP:// C0MPUTERS.T0SHIBA.COM 
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COMPUTERS/ COMMUNICATIONS 


David  McCourt  plans  to  undercut  your  phone  company,  your  cable  company 
and  your  Internet  provider.  Plus,  he's  got  a  box  of  cookies  for  you. 

RCN's  high-wire  act 


cable 
service 
upstart 


By  Daniel  Roth 

Two  MONTHS  AGO  64-year- 

old    Boston    resident 

Mary       Clifford 

switched   her 

television  "\^and  phone 

to  telecom 
RCN  Corp.  RCN 
promised  her  more  channels  at  a 
lower  monthly  rate — and  provided  a 
cookie-toting  salesman  to  explain  it  all. 
"He  was  so  nice,"  gushes  Clifford. 

Cookies  from  the  telephone  com- 
pany.^ This  isn't  Ma  Bell.  The  auda- 
cious RCN  (the  initials  are  for  Resi- 
dential Communications  Network) 
aims  to  rewire  the  northeastern  U.S., 
trampling  the  local  telephone  and 
cable  companies  in  its  path.  The 
cookies  are  just  for  trimmings.  As  a 
senior  citizen,  Mary  Clifford  .used  to 
pay  $11.40  a  month  for  basic  cable 
service  and  another  $13  for  local  tele- 
phone service.  RCN  will  give  her  both 
for  $20. 

The  past  decade  has  seen  endless 
speculation — on  the  floor  of  Con- 
gress, in  the  pages  of  Forbes  and 
other  places — about  the  convergence 
of  the  cable  television  and  telephone 
businesses.  Supposedly  the  two 
industries  would  collide,  each  using 
its  existing  network  to  cut  into  the 
hitherto  monopolistic  market  of  the 
other.  At  some  point,  one  or  both  of 
these  well-entrenched  industries 
would  put  up  the  money  to  bring 
high- bandwidth  data  lines  into  every 
home.  Consumers  would  benefit 
immensely. 

So  far,  it  hasn't  happened.  Tele- 
phone and  cable  companies  have 
made  only  timid  moves  to  invade  one 
another's  turf  Several  experiments  to 
bring  fiber  to  the  home  and  offer 
movies  on  demand  were  big  flops. 

Into  this  relatively  static  market 
comes  David  McCourt,  \vho  broke 
off  RCN  from  a  smallish  phone  com- 
pany only  three  months  ago  mu\  has 


already  raised  $575  million  in  the 
junk  bond  market  to  begin  his  attack 
on  the  monopolies. 

McCourt  is  a  41 -year-old  former 
construction  company  owner  who 
talks  fast  with  a  thick  Boston  accent 
and  a  lot  of  bravado.  Nothing  less 

than  bravado  would  lead  an  upstart 
Jike  him  to  take  on  a  gang  of 
established   firms  with 
more    than    $60  £ 
billion  in  assets  i 
among  diem 

McCourt  has  the 
grand  ambition  to  wire  up  9 
million  cable,  phone  and  Internet 
users  among  the  25  miUion  house- 
holds in  his  chosen  territory,  the 
corridor  from  Boston  to  Washing- 
ton, D.C.  The  capital  cost:  $1,200 
to  $1,400  per  customer,  or  $12  bil- 
lion in  all.  It  helps  that  McCourt  has 
a  powerful  ally:  Omaha,  Nebr. -based 
Peter  Kiewit  Sons',  the  giant  construc- 
tion and  investment  outfit  (Forbes, 
Oct.  24,  1994). 

If  you  sign  up  for  one  or  more  of 
RCN's  services,  RCN  hangs  both 
copper  and  coaxial  cables  between 
the  nearest  telephone  pole  and  your 
house.  If  you  accept  RCn's  cookies  and 
its  offer  of  a  better  price,  you  will  be 
able  to  get  the  same  TV  programs  your 
old  cable  company  provided,  thanks  to 
federal  legislation  compelling  show 
owners  to  give  rcn  access  on  more 
or  less  the  same  terms  offered  to 
the  established  cable  providers. 

But  how  did  RCN  elbow  its  way 
onto  that  crowded  telephone  pole.^ 
Some  local  phone  company  and  some 
cable  provider  are  already  there,  and 
presumably  are  not  thrilled  to  have  a 
competitor  alongside.  With  the  help 
of  federal  statutes  on  telecom  access, 
McCourt  could  probably  win  a  court 
battle  over  rights  to  string  his  fiber 
alongside  the  cable  and  phone  wires. 
However,    he    does    not    want    to 


Monopolies  beware 

The  more  RCN  services  you  take, 
the  better  the  deal.  A  comparison 
of  an  average  month's  bills  in 
the  fictitious  Ward  household  in 
Somerville,  Mass. 


Local  telephone 

Bell  Atlantic:  $17  for  unlimited  local  call- 
ing, $3  for  call  waiting  and  $3  for  FCC  line 
ctiarges.  Total  bill:  $23 

RCN:  $16  for  unlimited  local  calling,  $2  for  call 
waiting.  The  FCC  line  charge  is  waived. 
Total  bill:  $18 

,ong  distance 

AT&T:  10  cents  a  minute  under  One  Rate 
Plus,  $5  monthly  fee.  The  Wards  make  100 

minutes  of  long  distance  calls  a  month. 

Total  bill:  $15 

RCN:  9  cents  a  minute,  no  monthly  fee. 
Total  bill:  $9 


Q 


Cable 

Time  Warner:  $30  for  60  standard 
channels,  $28  fcr  4  premium  channels. 
Total  bill:  $58 

RCN:  $25  for  80  standard  channels  ($20  if  the 
Wards  also  take  local  phone  service), 
$19  for  7  premium  channels. 
Total  bill:  $44,  or  $39  in  a  package  with  RCN's 
local  phone  service. 

internet,  10-megabit  connection 

Time  Warner:  Does  not  offer  Internet  access. 
AOL:  fastest  is  56-kilobit  connection,  for  $20  a 
month  (unlimited  hours),  plus  cost  of  second 
phone  line. 

RCN:  (stari:ing  Jan.  15)  $50  for  cable-modem- 
ready  on-ramp  to  Internet. 

If  the  Wards  take  all  of  RCN's  currently  available 
services,  they'll  pay  $66  a  month,  $30  less  than 
they  would  have  paid  their  old  suppliers. 


\ 
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s  trust  his  fate  to  the  slow  workings  of 
5  the  court  system.  So  he  often  cuts 
"  deals  with  the  third  incumbent  on 
the  utility  pole,  the  electric  company. 
To  gain  quick  entry  into  new  mar- 
kets, RCN  is  doing  joint  ventures  with 
Boston  Edison  in  Boston  and 
Potomac  Electric  in  D.C.  RCN  then 
strings  its  fiberoptic  cable  on  the  top 
rung  (where  the  electric  power  lines 
go)  or  in  underground  electric  con- 
duits. This  finesses  the  right-of-way 
problem,  although  it  hasn't  stopped 


David  McCourt  of  RCN 

Telephone  poles  crowded?  RCN's  chief 

executive  is  finding  room  at  the  top. 


the  phone  and  cable  outfits  from 
complaining  to  utility  regulators 
about  the  arrangement. 

"They're  all  whiners,"  says 
McCourt. 

Along  with  its  lower  prices,  RCN 
boasts  of  offering  faster  connections. 
RCN's  lines  feed  into  your  house  at  51 
megabits  per  second,  1,000  times  as 
fast  as  a  conventional  phone  modem 
and  5  times  as  fast  as  a  cable  modem. 
Until  technolog)'  catches  up, 
McCourt's  network  is  ahead  of  any- 
thing today's  modems  can  handle. 

His  service  is  better,  too.  Order  a 
second  phone  line  and  rcn's  installers 
will  call  you,  wherever  you  are,  half  an 
hour  before  they  need  you  at  home 
for  the  installation.  In  New  York  City 
the  best  Bell  Atlantic  can  offer  is  a 
four- hour  window. 

Brash?  That's  McCourt's  middle 
name.  When  he  was  younger,  his  con- 
struction company  did  some  work 
installing  coaxial  cable  for  Cable\ision. 
But  why  be  a  mere  contractor?  He 
started  laying  cable  for  himself,  going 
into  the  telephone  bypass  business.  In 
that  business  he  undercut  the  New 
England  Telephone  Co.  (now  part  of^ 
Bell  Atlantic)  in  local  phone 
connections  to  business 
customers.  ^ 

The    folks    at 

Peter   Kiewit   Sons' 

liked  McCourt's  boldness. 

Kiewit  had  made  much  the  same 
diversification  into  phone  bypass.  It 
later  bought  McCourt's  cables  with 
cash  and  shares  in  Kiewit  subsidiary 
Metropolitan  Fiber  System. 

McCourt  then  built  a  residential 
phone/cable  TV  net\vork  with  Kiewit 
in  Europe.  In  1993,  with  backing 
from  Kieuit  Sons',  McCourt  bought 
die  Princeton,  N.J. -based  phone  com- 
pany c-TEC.  McCourt  had  c-tec  spin 
off  its  tledgling  subsidiary  RCN  in  Sep- 
tember. In  his  new  xenture  he  has  not 
just  Kiewit's  money  (and  die  public's) 
to  play  with  but  also  his  own.  His  MFS 
shares  turned  into  a  $30  million  stake 
in  WorldCom. 

Over  the  next  two  years  rcn  will 


spend  $700  million  lading  fiber  at  a  rate 
of  1 5  miles  per  day.  So  far  the  compa- 
ny has  installed  300  miles  in  Boston 
and  New  York  Cit^^  Sales?  McCourt 
says  his  Somerville,  Mass.  network 
won't  be  finished  until  early  1998,  yet 
RCN  has  signed  up  about  25%  of  the 
customers  it  has  marketed  to  there, 
with  customers  ordering  an  average  of 
2.7  services.  Suburban  New  York  and 
Washington,  D.C.  are  his  next  targets. 
Are  the  likes  of  Bell  Adantic,  Time 
Warner  and  Cablevision  going  to  let 
McCourt  walk  off  with  a  third  of 
their  customers?  Not  without  a  fight. 
But  each  has  one  hand  tied  behind 
its  back.  The  outfits  are  required  to 
serve  nearly  everyone  in  their  terri- 
tories. McCourt  is  under  no  such 
obligation.  He  can  skim  the  cream 
and  intends  to  do  so.  He's  not  going 
to  wire  rural  areas.  But  he  will  be 
going  into  high-densit\',  low-income 
neighborhoods — they  tend  to  watch 


\// 


a  lot  of  television. 
McCourt  says  that  he  can 
beat  the  entrenched  suppli- 
ers— cable  and  phone  executives 
have  spent  their  whole  careers  as 
monopolists  and  haven't  a  clue 
about  marketing. 

This  remains  to  be  seen.  But 
McCourt  is  right  about  another 
point:  The  existing  telecom  players 
have  billion-dollar  millstones  around 
their  necks  in  the  form  of  archaic  tech- 
nolog\'.  The  cable  companies,  in  debt 
fi-om  their  bming  sprees  over  the  past 
20  years,  may  be  hard-pressed  to 
match  RCN's  prices  or  technology. 
They  have  been  pa\ing  about  $2,000 
per  customer  to  acquire  existing  sys- 
tems, a  price  that  reflects  not  just  die 
cost  of  stringing  cable  but  also  the 
fi"anchise  value  of  a  supposed  monop- 
oly. Perhaps  they  paid  too  dearly 
and  will  be  dragged  under  by  the 
sunk  cost.  WM 
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INSIGHTS 


Malthus  on  a  chip 


BY  PETER  HUBER 


Peter  Huber, 
a  senior  fellow  of  the 
Manhattan  Institute, 
is  the  author  of 
Law  and  Disorder 
in  Cyberspace 
(Oxford  Press,  1997). 
E-mail  address: 
PeterWHuber@MSN.com 
Home  page: 
http://www.phuber.com/ 
huber/home.html 


Conservation — the  old  environmentalism  of 
conser\atives — protects  forests  and  rivers, 
eagles  and  bison.  It  addresses  the  kinds  of 
despoliation  that  are  visible  to  ordinary 
people.  The  new  environmental  U'uths  are 
perceived,  if  at  all,  by  computers.  They  have 
lost  all  apparent  connection  uith  the  great 
outdoors. 

Environmentalism's  descent  into  silicon  can 
be  traced  to  a  man  who  developed  computer 
systems  in  the  1950s  to  track  Soviet  bombers. 
When  MIT's  Jay  Forrester  got  out  of  the  mili- 
tary business,  he  set  his  computers  to  tracking 
industries,  cities  and  finally  global  resources — 
tracking  them  off  into  a  distant  digital  future. 
A  group  of  \\'ealthy  European  lefties  who 
called  themselves  the  Club  of  Rome  got  inter- 
ested, and  in  1972  tliere  emerged  a  bestselling 
book  on  em'ironmental  apocalypse,  The 
Limits  to  Growth.  Thomas  Malthus  brought 
back  to  life,  digitally. 

Release  1.0  of  electronic  Malthusianism 
proved  to  be  a  mere  tempest  in  a  transistor — 
none  of  it  came  to  pass.  But  Forrester's  meth- 
ods endured  and  gre\\'.  Elaborate  statistical 
and  numerical  models  no\\'  generate  most 
environmental  headlines:  species  extinction, 
global  \\'arming  and  almost  every  new  cancer 
scare.  Feed  a  minimum  of  data  into  a  maxi- 
mum of  computer  code  and  then  let  the 
machine  whirl  off  in  time  and  space.  By  such 
means  almost  any  shard  of  research  can  be 
scaled  up  to  full-planet  size,  ^^ith  policy  impli- 
cations commensurately  grand.  The  models 
let  you  think  locally,  act  globally. 

^\^lat  emerges  fi'om  the  ^\•hirUng  may  some- 
times be  true.  Boeing  designs  new  jets  using 
similar  tools — namely,  small  quantities  of  basic 
science  run  through  large  engineering  com- 
puters. But  those  models  are  prett\'  good  now 
after  decades  of  testing  in  the  real  world.  We 
have  no  comparable  experience  flying  and 
crashing  planets. 

Environmental  megamodels  always  begin 
\\-ith  some  worrisome  scientific  fact:  chemicals 
that  injure  cells,  gases  that  retain  heat,  con- 
sumers who  consume.  But  there  are  alwavs 
reassuring  possibilities,  too:  cells  that  repair 
themselves,  clouds  that  reflect  heat,  and  con- 
sumers who  produce.  The  possibilities  multi- 
ply, and  you  can  never  know  if  you'\'e  packed 
all  the  important  ones  into  your  model.  Test- 


ing is  impractical.  In  a  classic  essay  published 
in  1972,  Alvin  Weinberg  coined  the  term 
"trans-science"  to  describe  the  study  of  phe- 
nomena too  large,  diffuse,  rare  or  long-term 
to  be  explored  through  conventional  scientific 
means.  In  this  sphere  the  fast  whirl  of  the 
computer  can  be  verified  onh'  b\'  the  slov^' 
whirl  of  the  real  world  itself. 

Greens  themselves  have  said  so.  The  dooms- 
day emironmental  headlines  in  Weinberg's  day 
concerned  nuclear  power  plants.  Computer 
models  demonstrated  that  meltdowns  wtrt 
very  unlikely.  But  greens  scoffed  that  such  pro- 
grams could  never  be  trusted.  The  sofhvare 
shoe  is  on  the  other  foot  now:  The  machines 
that  said  nukes  wouldn't  melt  are  now  saving 
ice  caps  will.  The  coal  industry  scoffs  in  turn, 
and  with  better  reason:  A  planet  is  a  whole  lot 
harder  to  model  than  a  reactor.  Ironically,  Jack 
Gibbons,  the  White  House  science  ad\iser  and 
one  of  the  Administration's  lead  pessimists  on 
global  warming,  started  as  a  nukie  himself — at 
a  national  weapons  lab,  no  less. 

\\Tiere  they  can  be  tested,  the  environmen- 
tal megamodels  perform  poorly.  We  know 

Boeing's  models  are  pretty  good 
now  after  decades  of  testing 
in  the  real  world.  We  have  no 
comparable  experience  flying 
and  crashing  planets. 


today  that  other  environmental  models  of 
1970s  vintage  (which  foretold  global  cooling, 
among  other  things)  performed  as  dismally  as 
Forrester's.  Run  baclavard  in  time,  today's 
global-warming  models  reproduce  climate 
changes  of  the  last  centur)-  only  when  internal 
fudge  factors  are  elaborately  adjusted  to  make 
things  fit. 

Occam's  razor  exhorts  us  to  favor  theories 
that  explain  the  most  with  the  least — the 
single  equation  that  explains  both  falling 
apples  and  falling  planets.  In  modern  emiron- 
mentalism,  10,000  equations  are  invoked  to 
predict  fluctuations  in  a  single  thermometer. 
The  web  of  silicon-simulated  life  exists  only  as 
millions  of  lines  of  code,  endlessly  groomed 
by  a  tiny  club  of  digirati.  And  objective 
though  they  purport  to  be,  the  silicon  greens 
have  much  to  gain  by  predicting  momentous 
change — and  much  to  lose  by  admitting  how 
speculative  their  models  remain. 

The  new  environmentalism  has  lost  touch 
with  common  understanding  and  perception. 
There  is  political  opportunity'  here  for  conser- 
vationists of  the  old  school.  Forget  the  silicon 
future.  Plant  trees  todav.  ^ 
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The  art 

of  the  theme 


Do  you  want  to  try  picking  stocks  on  the  basis 
of  hunches  and  demographic  trends?  Here's 
how  Fidelity's  Neal  Miller  does  it. 


By  Mary  Beth  Grover 

Some  folks  go  for  earnings,  others 
for  growth.  And  then  there  are  the 
stock  pickers  who  don't  fit  into  either 
the  value  or  the  growth  camp.  They 
go  for  big,  fuzzy  trends,  usually  built 
around  demographic  or  economic 
themes. 

The  fellow  running  Fidelity's  New 


Millennium  Fund  belongs  to  the 
third  school,  and  he  seems  to  be 
pretty  good  at  it.  Over  the  past  three 
years  Neal  Miller  has  been  one  of 
those  rare  fund  managers  who  have 
beaten  the  average — a  33%  annual 
return,  a  percentage  point  ahead  of 
the  S&P  500  stock  index. 


Miller,  55,  describes  his  style:  "I'm 
trying  to  achieve  future  hindsight. 
That  means  putting  myself  forward  in 
time  and  then  looking  back." 

Like  how.>  Miller  waves  a  piece  of 
cardboard  with  brightly  colored 
fabric  swatches,  a  sample  put  out  by 
the  Color  Association  of  the  U.S.  for 
the  1994-95  season.  "This  was  a 
reawakening  of  the  color  palette  for 
women's  apparel — pumpkin,  fuchsia. 
People  said,  'Gee  whiz,  I  want  to 
experiment.'"  Problem  was.  Miller 
points  out,  the  skirts  and  blouses 
didn't  mix  and  match  very  well.  They 
ended  up  on  the  sale  racks.  It  was  a 
bad  time  to  own  retail  or  apparel 
stocks. 

Next  year's  colors,  Miller  goes  on, 
are  much  more  sensible:  black,  char- 
coal, leaf  green  and  watercolor  blue. 
There  won't  be  as  many  markdowns. 
The  collapse  in  Asian  currencies  will 
create  bargains  for  importers.  So  now 
Miller  owns  Nordstrom 
and  Liz  Claiborne 
shares  because  these 
companies  have  good 
sourcing  and  "can 
make  a  fashion  state- 
ment and  get  people 
excited." 

Miller  subscribes  to 
200  publications,  Uke 
Chain  Store  A^e,  Cotton 
Farming  and  Demoli- 
tion. From  these,  he 
gets  ideas  about  where 
the  world  is  going. 
Then  he  looks  for 
stocks  that  could  trans- 
late these  ideas  into 
action.  The  goal,  he 
says,  is  to  fmd  compa- 
nies with  prospects  for 
higher  revenues  either 


Neal  Miller, 

Fidelity  New  Millennium 
fund  manager 
"You've  got  a  stock 
that's  out  of  favor 
and  then  you  have 
the  sun,  the  moon 
and  the  stars 
all  lining  up 
the  right  way." 
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Hunches 

Theme 

Hoi          ^-... 

Cold 

Logic 

o 

Cashless  society 

MBNA 

Pittston  Brinks 

Banks  won't  have 
any  money  to  haul 

»l 

Electronic  ordering 

Industri-Matematik 

Moore  Corp 

Moore  makes 

^ 

paper  forms 

Internet 


Moore's  Law 


CMG  Information 


ASM  Lithography 


Railcar  deterioration     Trinity  Industries 


Sears 


World  Color  Press 


ZeiglerCoal  HIdg 


Traffic  jams 


Calmat 


Chrysler 


CMG  makes  software 
tools  for  on-line 
shopping 

What  if  your 
favorite  magazine 
went  digital? 

It  will  cost  more 
to  move  coal 


Gas  tax  increases 
would  hurt 
mmivan  business 


If  you  care  more  about  themes  than 
book  values,  you'll  love  the  stocks 
in  the  Hot  column.  New  Millennium 
owns  several  of  them.  We  threw 
in  the  Cold  ones  for  contrast. 


from  new  products  or  from  changes 
in  social  attitudes,  legislation  or 
demographics. 

Miller  is  quick  to  change  his  mind 
about  how  these  trends  are  going. 
The  hind's  turnover  averages  184%  a 
year.  Conventional  measures  of  value 
don't  concern  him  much,  which  is 
how  he  ended  up  with  a  portfolio 
trading  at  a  racy  33  times  trailing 
earnings. 

Miller  read  in  a  report  called  "Min- 
erals Management  Science"  an  inter- 
esting prognosis:  Fort>'-three  percent 
of  the  future  oil  out  of  the  Gulf 
of  Mexico  will  be  from  platforms 
in  water  deeper  than  1,000  feet. 
Miller  put  in  orders  for  Coflexip 
Stena  Offshore  Group,  a  French  firm 
that  makes  flexible  pipes  out  of  plas- 
tic and  metal  that  go  on  the  ocean 
floor,  and  for  Smith  International, 
which  is  an  expert  at  deep-water 
drilling. 

Miller  read  that  the  roads  serving 
downtown  Milwaukee  are  so  bad  that 
some  of  the  people  living  in  the  sub- 
urbs won't  be  able  to  get  to  work 
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next  year.  Miller  says  Congress  is 
likely  to  jack  up  the  highway  budget 
from  $20  billion  in  1990  to  as  much 
as  $32  billion.  Buy  Calmat,  which 
makes  cement. 

"Banzai!"  chortles  Miller.  "You've 
got  a  stock  that's  out  of  favor,  and 
then  you  haxe  the  sun,  the  moon  and 
the  stars  all  lining  up  the  right  way. 
You  get  earnings  surprises." 

Demographics?  Check  out  railcars. 
There  was  a  spate  of  tax-shelter- 
inspired  boxcar-building  in  the  late 
1970s,  then  a  lull.  The  cars  have  to 
be  replaced  at  age  20.  Miller  owns 
stock  in  two  manufacturers  of  the 
cars,  Greenbrier  Cos.  and  Trinity 
Industries. 

Do  you  want  to  try  your  hand  at 
theme  in\esting.'  Since  \'ou  don't  ha\e 
time  to  scan  200  magazines,  stick  to  a 
few  industries  that  you  know  and  try 
to  identitA'  trends  that  may  help  or 
hurt  diem.  The  table  gives  a  sampling 
of  themes  inspired  by  stocks  in  the 
New  Millennium  Fund. 

Sorry,  the  flmd  closed  its  doors  to 
new  investors  in  May  1996,  after 
attracting  cash  ($450  million  just 
during  1996)  taster  tiian  Miller  could 
find  places  to  put  it.  The  fiind  already 
owns  4%  of  Viasoft  Inc.,  for  example, 
so  it  wouldn't  make  sense  for  Miller 
to  chase  after  more  shares.  ^M 
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Flexible  Portfolio  Fund 
for  the  last 

/,  3  and  3  years* 

Ron  Midjktikamp 
Fund  Mmui^- 


AVERAGE  ANNUAL  TOTAL  RETURNS 
FOR  PERIODS  ENDED  9/30/97 

ONE  YEAR 

49.5% 

THREE  YEAR 

30.8% 

FIVE  YEAR 

22.1% 

LIFE  OF  FUND 

i'NCE  '88 

17.3% 

>  100%  So  Load  >  Low  Turnorer 

FORA  FREE  PROSPECTUS 

cm  1-800-860-3863 

Internet:  http://muhlenkamp.com 

Muhlenkamp  &  Company,  Inc. 

12300  Hern  Minhw  a\  •  \Xcxforxl.  PA  IS090 


Pli-jx'  n-jil  the  prospectus  carefulh  hrfoiv  tou  imt-a.  This  offer  is  made 
111  ptrxins  residing  in  lunsdicuons  where  such  offer  cjn  le<^h  be 
nude  f-jiH  performance  docs  not  guaraniee  hilure  resulLs  Fund  shan« 
«hen  redeemed  may  he  worth  more  or  less  than  original  cosi 
•  Source  Upper  \nil»tical  SeiMCe.  Inc  for  periods  ended  l/.^CW 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  m\  iuidLsco\?red  Lsiiuid.  \  Isit  Liucala  a  Forbe> 
Miig;i2ine  Soutli  Pacific  Pro|x'rt\  in  tlie  Fiji  Isles. 

This  pristine  paradise  offers  tlie  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  W'aterski.  Go  deep-sea  fishing  on 
boai-d  llie  ishuid's  pri\ate  fishing  boat.  Rehix  by 
the  pool.  Do  it  iill.  Or  do  nothing  at  all. 

Lauc:ila  is  the  ultimate  vacation  experience  — 
tlie  finest  amenities  without  Lhe  fomialities.  All 
tliis  for  just  S2.49S  pp  for  <S  dax's  ;uid "'  nights 
(plus  Fiji  tax).  And  that  includes  everstliiiig.  Witli 
its  own  private  ainway  iuid  d:uly  scheduled  com- 
merci;il  flight.  Lauc;ila  is  tlie  [wrfect  getaway. 

For  more  information. 
calM-800-FORBES-5. 
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STATISTICAL  SPOTLIGHT 

Maybe  the  Brazilian  miracle  isn't  over.  If  it's  just  taking  a  breather, 
there  are  buys  to  be  found  among  the  larger  companies. 

Sao  Paulo  after  the  fall 


By  John  H.  Christy 

When  the  Far  East  markets  weak- 
ened, panic  spread  to  Latin  America. 
In  October  the  Bovespa  index  of 
Brazilian  stocks  fell  24%  in  U.S.  dollar 
terms.  The  Sao  Paulo  exchange  has 
recovered  a  bit,  but  there  remain 
some  intriguing  bargains — namely, 
solid  companies  trading  at  less  than 
ten  times  expected  earnings  for  1998. 

"Investors  shouldn't  fear  an  Asian- 
style  meltdown  in  Brazil,"  says  Tim 
Love,  head  of  Latin  American  equity' 
research  at  ing  Barings  in  London. 
There's  a  world  of  difference  betvveen 
Brazil  and  Thailand.  The  average 
Brazilian  firm  has  net  debt  (total  debt 
less  liquid  assets)  equal  to  15%  of 
shareholders'  equity.  The  corre- 
sponding figure  in  Thailand  is  200%. 
Thailand  (and  Korea)  has  a  very  weak 
currency;  the  Brazilian  real,  at  1.1 1  to 
the  dollar,  is  for  now  holding  close  to 
its  value  at  the  beginning  of  the  year. 

What's  not  to  like  about  the  Bo\'es- 
pa  (Bolsa  de  Valores  de  Sao  Paulo)? 
Brazil's  budget  deficit  is  high  at  4.7% 
of  gross  domestic  product.  A  devalua- 
tion in  the  real  cannot  be  ruled  out;  to 
sta^'e  off  speculators,  the  Brazilian  cen- 

Banking  on  the  Bovespa 


s 
> 


ti'al  bank  raised  the  short-term  interest 
rate  as  high  as  42%),  although  it  has 
since  fallen  to  about  35%.  That  rate 
effectively  turns  into  a  carrying  cost 
for  bears  who  are  shorting  the  real. 

Since  November  ing  Barings  has 
cut  its  forecast  of  1998  economic 
growth  for  Brazil  from  3.5%  to  1%. 

But  even  with  these  lower  expecta- 
tions, Brazilian  stocks  are  not  over- 
priced. The  Morgan  Stanley  Capital 
International  Brazil  index  trades  at  6 


times  trailing  cash  flow 
(in  the  sense  of  earningsj 
plus  depreciation).  The 
corresponding  U.S.  mul 
tiple:  14. 

Take  Pao  de  A^ucar,  a 
supermarket  chain.  Moira 
McLachlan,  a  Latin 
American  speciahst  at 
Boca  Raton,  Fla. -based 
I\y  Mackenzie,  thinks  the 
company  can  grow  at  a 
17%  cUp  over  the  long 
run.  "Pao  has  met  or 
beaten  expectations  in  a 
very  difficult  retail  envi- 
ronment," she  says.  It 
trades  at  nine  times  estimated  1998 
profits. 

Some  of  these  BraziUan  outfits  are 
significant  players  in  the  world  econo- 
my. McLachlan  notes  that  Companhia 
Vale  do  Rio  Doce,  or  cvrd,  is  the 
world's  largest  producer  of  iron  ore. 

The  accompanying  table  fists  nine 
Brazilian  companies  that  are  off 
sharply  from  their  earlier  highs  and 
sell  for  less  than  ten  times  next  year's 
estimated  cash  flow.  ^ 


Recent  price 

-52-week 

1998  est 

Price/ 

Price  to 

Yield 

Market 

per  ADR 

high 

low 

P/E 

cash  flow* 

book  value 

value 

Ticker   Company/business 

($USbil) 

ARA      Aracruz  Celulose/forest  products 

$14.44 

$22.06 

$14.00 

9.6 

6.4 

0.7 

1.3% 

$1.4 

CAIBY    Celesc/electric  utility 

112.00 

149.75 

88.50 

12.3 

6.0 

0.5 

1.6 

0.6 

CEMCY  Cemig/electric  utility 

46.14 

58.00 

33.25 

14.6 

9.7 

0.7 

2.0 

5.6 

SID       CSN/steel 

28.00 

39.75 

27.87 

7.8 

3.3 

0.5 

5.2 

1.8 

CVROY  CVRD/mining 

18.76 

28.51 

16.87 

;    10.0 

;     6.2 

0.7 

4.1 

:      6.5 

CAIGY    Eletrobras/electric  utility 

25.62 

36,61 

18.38 

9.8 

-      7.7 

0.4 

1.9 

:    24.9 

CBD      Pao  de  Agucar/food  distributor 

15.38 

25.19 

12.00 

7.3 

7.5 

2.0 

2.6 

■     1.1 

TBR       Telebras/telecommunications  svc 

114.75 

164.75 

75.13 

9.6 

^      5.6 

1.3 

1.6 

:    32.0 

USNSY  Usiminas/steel 

5.43 

12.77 

5.88 

4.3 

2.7 

0.5 

NA 

1.3 

Prices  as  of  Dec.  5.  *Net  income  plus  depreciation  ..nd  amortization.  NA:  Not  available. 


Sources:  Thomas  White  International.  Ltd.:  IBES  Express. 


Some  of  Brazil's  solid  compait  es  remain  rather 
affordable  by  U.S.  standards. 
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BY  JOHN  H.  CHRISTY 


Wall  Street  is  nervous  about  comput- 
er stocks,  but  that  doesn't  deter 
Kevin  Means,  who  manages  a  $10 
billion  portfolio  for  Hartford,  Conn.- 
based  Aeltus  Investment  Manage- 
ment. He  identifies  companies  with 
rising  earnings  estimates  and  attrac- 
tive ftindamentals. 

One  example  in  the  computer 
sector  is  Dell  Computer  (dell,  $94). 
Means  thinks  that  Dell,  a  mail  order 
powerhouse,  is  more  than  capable  of 
achieving  its  consensus-estimated 
earnings  growth  of  35%  through 
1998.  He  also  likes  Compaq  Com- 
puter (CPQ,  $65),  which  has  beaten 
consensus  earnings  forecasts  for  the 
last  six  quarters  and  sells  for  19  times 
estimated  1998  profits. 

"The  PC  industry  is  consolidating, 
and  Compaq  and  Dell  will  be  big 
winners,"  says  Means. 


The  overall  market 
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The  Barra  All-US  price  index  as  of  12/5/97 

Market  value:  $11.0  trillion 

P/E:  22.6 

P/E  minus  negative  EPS:  21.1 

Price/book:  3.5 

Yield:  1.4% 
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5200 


4700 
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12-month  closeup 


Performance 

Last  4  weeks 
Since  12/31/96 


Price 

4.6% 
29.2 


Total  return 

4.7% 
31.6 
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Closeup  on  the  markets 


Index  or  investment 
Barra  All-US  index 
S&P/Barra  Growth  index 


Special  focus 


:,ir  i 


Merger  mania  has  made  it  hard  to  find 
cheap  bank  and  thrift  stocks.  The  eight 
banks  and  S&Ls  below  may  be  excep- 
tions: All  sell  for  16  times  1998  earnings 
or  less  and  have  a  five-year  estimated 
growth  rate  of  at  least  13%.  FirstFed 
Financial  sells  for  13  times  next  year's 
estimate,  but  analysts  expect  20%  growth 
over  the  next  five  years. 


S&P/Barra  Value  index 

Dow  Jones  Industrials 

S&P  500 

NYSE 

Nasdaq 

PSE  Tech  lOO' 

EAFE' 

CRB  futures  index 
Gold  (Comexspot) 
Yen'  (per  $US) 
Oil  (W  Texas  Intermediate) 


2.0% 

2.0 

2.3 

3.4 

2.1 

2.3 

0.8 

0.6 

-0.5 

-11                                 1 

1.1 

%  change  from 
1  year  ago     S-year  high 


3.0 
-3.6 


■^ 

37.4 
1             28.5 
■B^  27.7 

0.0 
-0.7 
-1.3 

^■■H 

33.0 

0.0 

^^■■1 

1             31.8 

0.0 

■1 

26.9 

-6.4 

HI 

23.3 

-11.1 

■ 

2.3 

-10.6 

■i 

-2.6 

-9.9 

■■ 

-16.2 

-25.6 

I^^IH 

■1 

0.0 

29.9% 
37.4 
28.5 
27.7 
33.0 
31.8 
26.9 
23.3 
2.3 
-2.6 
16.2 
15.3 
25.6 


-1.2% 
0.0 
-0.7 
-1.3 
0.0 
0.0 
-6.4 
-11.1 
-10.6 
-9.9 
-25.6 
0.0 
-29.6 


The  best  and  worst  performing  stocks 


Discounted  banks  and  S&Ls 

1 

Recent 
Best                                    price 

2-week         1997 

change         EPS'      Worst 

Recent 
price 

2-week 
change 

1997      1 
EPS'     1 

Recent 
price 

1998 

est  P/E  j     jj 

Trans  World  Airlines              $10.88 

49%    $-2.20       Cabletron  Systems 

$15.19 

-41% 

$1.02 
5.03" 
0.50 

Company 

.         Applied  Analytical  Industries     18.00 
'         USB  Holdings                        21.75' 

41           0.15       Anchor  Gaming 

53.13 

-39 

Banc  One 

$55.50 

14     1    ' 

41              NA       Physicians  Resource  Group 

3.44 
7.38 

-38 

Deposit  Guaranty                   52.38 

37           2.27       Sodak  Gaming 

-28 

0.48 
-0.61     1 

FirstFed  Financial 

37.75 

13 

Arterial  Vascular  Engineering  64.13 

29           1.14*'    GetchellGold 

22.00 

-27 

First  Republic  Bank 

30.13 

15          1 

1 

Provident  Financial  Group 

48.50 

16 

1    The  best  and  worst  performing  industry  factors'                                | 

Texas  Regional  Bancshares       29.25      15 
Washington  Mutual  71.38      15 


Westcorp 
WSFS  Financial 


16.88        8 
20.00      13 


Sources:  Market  Guide  via  OneSource  Information 
Services;  IBES  Express. 


Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change           1 

since             1 
12/51, '96          ! 

Financial  services 

7.3% 

67.0% 
30.8 

Precious  metals 
Paper 

-11.6% 
-6.0 

-32.1% 

Tire  &  rubber 

7.2 

11.2 

Banks 

6.2 
6.2 

5.4 

44.8 

Iron  &  steel 

-4.3 

9.7 

Air  transport 
Tobacco 

66.8 
13.1 

Forest  products 
Photographic,  optical 

-3.9 
-3.4 

17.8 

-31.1 

Note:  Data  for  period  ending  12/5/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  NA:  Not  available.  *Split  adjusted.  **1998  estimate.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings 
growth  and  have  predicted  above-average  earnings  grovrth.  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-eamings  ratios.  ''^ 
price-weighted  index  of  100  widely  followed  U.S.  technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  ^A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source: 
Morgan  Stanley  Capital  International.  ^Index  of  21  commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  ^Shows  return  after  controlling  for  other  influences, 
including  company  size,  value  and  grovrth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source;  Barra,  Inc.,  Berkeley,  Calif. 
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BY  ERIC  S.  HARDY 


Bond  investors  seldom  see  a  yhl 
curve  as  flat  as  the  graph  (left)  whjB 
shows  the  interest  rate  on  a  SO-yiB 
Treasury  bond  to  be  just  35  bal 
points  (about  one-third  of  1%)  abci 
what  a  two-year  note  offers.  I 

What  accounts  for  the  current  sIjI 
ilarity  between  short  and  long  rat<l 
A  flight  to  long-duration  bonds —  I 
investors  worried  about  the  Asi  I 
crises  and  by  bond  buyers  wll 
believe  the  low-inflation  scenario  v>\ 
continue — has  driven  prices  of  loil 
bonds  up  and  yields  down.  At  til 
same  time,  selling  of  short-maturil 
Treasurys  by  foreign  central  ban. I 
has  driven  those  yields  higher.         I 

Might  foreign  investors  bail  out  J 
long-term  Treasurys — thus  raisir. 
yields  and  lowering  prices.^  "The  la 
thing  many  Asian  investors  want  t 
do  is  dump  the  safest,  most  stab, 
investment  they  can  own,"  says  UI 
Securities  Treasury  market  strategi; 
Patrick  Dimick.  And  assets  denom| 
nated  in  U.S.  dollars  become  ev( 
more  valuable  to  foreign  ownei 
when  other  currencies  are  floundei 
ing.  Treasurys  may  become  eve 
more  desirable  as  small  U.S.  budge 
deficits  fiarther  reduce  the  amount  c 
debt  our  government  must  issue. 

Higher  prices  for  Treasury  bond 
have  created  excellent  opportunities  L 
the  municipal  market,  especially  fo 
investors  in  a  high  tax  bracket.  Conj 
sider  a  ten-year,  AAA-rated  tax-fret 
bond  with  a  yield  to  maturity  o 
4.55%.  An  investor  in  the  36%  federa 
tax  bracket  would  be  better  off  owning 
that  bond  than  a  ten-year  Treasury 
which  yields  about  70  basis  points  less 
after  taxes,  than  the  municipal. 

Treasurys  are  safer  than  municipa 
bonds,  but  BankBoston's  director  ol 
fiinds  management,  David  Thomp 
son,  argues  that  at  current  level: 
muni  investors  are  well  compensat- 
ed for  risks  in  both  credit  quality 
and  the  possibihty  that  the  bonds 
will  be  called.  He  advises  staying 
away  from  low- quality  bonds 
because  they  offer  very  little  addi- 
tional yield  compared  with  insured, 
x\AA- rated  municipals. 


Note:  Most  information  provided  by  Barra,  1  .  BerKeiey,  Calif.  Data  through  11/28/97.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  ^Yield  on  10-year 
Treasurys.  ^The  trailing  12-month  increase  ii.  r  -;  i  verall  Consumer  Price  Index.  "Composite  maturities.  ^Source:  Credit  Suisse  First  Boston.  ^Spread  between  long-maturity 
municipal  bonds  and  30-year  U.S.  Treasury  bo|C;S.  'Source:  Lehman  Brothers.  'Annualized. 
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#1  \lelding  Tax-Free  Money  Market  Fund. 


Does  market  uncertainty  have  you  looking 
for  a  place  to  park  your  money?  Consider 
American  Century's  Benham  Tax-Free  Money 


Benham  Tax-Free  Money  Fund 

7-day  yields  annualized  as  of  9/29/97 


Current 
Yield 

4.13° 


Effective 
Yield 

4.21 


Tax  Equivalent  Effective  Yields 
36% -Tax  Bracket -39.6"  0 

6.58°  6.97° 


Fund.  The  fund  earned  tlie  highest  yield  of 
142  tax-free  money  market  funds,  according 
to  the  October  3,  1997  IBC  Money  Fund 
Report  (ranked  for  the  period  ending  9/29/97). 
Now  you  can  get  into  a  parking  space  with 
an  attractive  yield — that  also  helps  mini- 
mize your  tax  liability  Call  today  to  put  the 
#1  tax-free  money  fund  to  work  for  you. 


Please  ask  for  a  prospectus  rvith  more  complete  information,  including  charges  and  exf.ienses.  Be  sure  to  read  it  carefidly  before 
you  invest.  Nntiiralh/,  past  ihrfonniiiicc  ciiift  ;^iiiimuk'c  future  results.  A  iimici/  nuirkct  ftnul  is  neither  insured  nor  ^uimnteed  by  the  U.S. 
govcnuiient.  Yields  will  fluetunte  nnd  there  is  no  nssumnce  that  the  fund  will  maintain  a  stable  $1  slum  price.  State  and  local  tuxes  and  the 
alternative  minimum  tax  may  apply  to  thefimd's  income.  The  fimd's  advisor  is  zvaiinng  all  management  /irs  and  expenses  tinxmgh  ]id\/  31, 199S. 
Without  this  waiver,  the  current,  effective  and  taxable  Cfjuivalcnt  effective  yields  imiUlunv  been  3.63%,  3.71%,  5.80%  and  6.14%,  ivspectizvly 
©1997  American  Century  Seivices  Corporation,  American  Centuiy  Investment  Services,  Inc.  fbs 


American 
Century. 


w 


ww.americancentury.com 


1-800-4-SAFETY 
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STREETWALKER 
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Straight  up 

Raytheon  (nyse:  rtn),  the  $14  billion  (1997 
sales)  diversified  electronics  manufacturer,  is 
shifting  its  emphasis  fi-om  commercial  operations  back 
to  defense.  It  has  acquired  the  defense  businesses  of 
Texas  Instruments,  merged  with  those  of  gm  Hughes 
Electronics  (ny'SE:  gmh),  and  sold  its  household  appli- 
ance unit,  Amana.  Raytheon  will  emerge  a  leader  in 
missiles,  surveillance  and  electronic  warfare. 

Buy  the  stock,  recently  trading  at  $55,  or  17  times 
trailing  earnings.  According  to  a  recent  Prudendal 
Securities  report,  the  stock  will  get  a  kick  within  three 
weeks,  thanks  to  Raytheon's  year-end  acquisition  of 
gmh's  defense  operations.  Under  the  terms  of  the  deal, 
Raytheon  will  issue  some  103  million  new  shares  (43% 
of  its  existing  share  base)  to  GM  and  GMH  shareholders. 


Since  Ra>l:heon  is  in  the  s&P  500,  index  funds  will 
have  to  up  their  Raytheon  holdings  to  reflect  its 
increased  market  weighting,  post-merger.  Prudential 
thinks  index  managers  will  bm'  as  many  as  13  million 
Ranheon  shares.  That  could  push  the  stock  to  $59  by 
New  Year's. 

Long  term,  Raytheon  should  also  do  well.  Exagger- 
ated concerns  over  Raytheon's  construction  and  engi- 
neering business  in  Asia  drove  RTN  shares  down  about 
14%,  but  the  defense  sector  looks  good  because  there 
is  iitde  competition  left.  Now,  giant  Raytheon  will  be 
better  able  to  win  government  business  over  smaller 
rivals.  A  cost-cutting  plan  will  reduce  debt,  50%  of 
total  capitalization  (post  transaction),  to  about  41% 
within  three  years.  Over  the  next  12  months  the  stock 
should  hit  $67,  a  22%  jump. 
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Rooms  at  the  inn 

As  THE  ECONOMY  chugS 

along,  hotel 
building  has  been 
torrid.  Overca- 
pacity in  budget 
hotels  has 
already  taken  its 
toll — La  Quinta's 
stock  dropped  25?'G 
in  October.  Will 
the  same  thing 
happen  to  high- 
end  hoteliers.^  Wall 
Street  thinks  not, 
but  Streetwalker  isn't 
so  sure. 

After  years  of  increases,  occupan- 
cy rates  are  coming  down.  In  1997 
they  fell  about  1.5%  and  should 
drop  2%  in  1998,  according  to  a 
study  by  Coopers  &  Lybrand's 
hotel  analyst  Bjorn  Hanson.  The 
growth  of  revenue -per- available 
room — known  as  RevPAR — is 
slowing  even  at  deluxe  hotels.  For 
the  third  quarter,  full -service 
RevPAR  was  up  7%,  versus  10.3% 
for  the  same  period  last  year; 
budget  was  up  1.2%,  versus  4.7%. 

High-end  hoteliers  may  think 
they're  immune,  but  many  business 
travelers  are  reducing  spending,  and 
lower-priced  hotels  are  no  longer 
fleabags.  Areas  that  have  seen  the 
most  overbuilding — ^Atlanta,  for 
one — will  be  hardest  hit.  Develop- 
ment begun  for  the  1996  Oivnipics 
is  ongoing:  The  number  of  hotel 
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rooms  in  the  area  will  have 
risen  22%  by  1998. 
Atlanta's  limited-ser- 
vice RevPAR  should 
drop  10%;  full-ser- 
vice should  fall  5%. 
Other  regions  with 
the  heaviest  construc- 
tion— the  Midwest 
and  Texas — are  like- 
wise vulnerable.  Also 
at  risk  are  nonbrand- 
ed  hotels.  Bigger 
companies  like  Holi- 
day Inn  and  Marriott 
are  less  vulnerable 
because  they  have  more 
diverse  operations. 

Some  stocks  to  consider 
shorting:  Marcus  Corp. 
(NYSE:  Mcs),  at  17  times 
♦railing  earnings;  Servi- 
co,  (NYSE:  SER),  with  a 
20  multiple;  and 
Suburban  Lodges  of 
America  (Nasdaq: 
slam),  which  trades 
at  46  times  trailing 
earnings. 


Meltdown  averted 

Investors  fed  up  with 
market  \'olatilit\'  are 
taking  refuge  in  electric  utility 
stocks,  up  almost  12%  this  year.  One 
laggard  is  $7  billion  (1997  sales) 
Unicom  (ny'SE:  UCM),  parent  of  Illi- 
nois' major  electric  utilitv'.  At  $29, 


the  stock  trades  at  11.5  times  next 
year's  earnings,  well  below  the  aver- 
age 13.2  for  public  utilities.  With 
reason:  Unicom  owns  6  of  the  13 
units  on  regulators'  nuclear  watch  list 
and  has  had  2  nuclear  plants  shut  for 
safetv  concerns. 

Clouds  are  lifting.  Illinois  legisla- 
tors passed  a  deregulation  bill  last 
month  that  allows  Unicom  to  sell  or 
shut  its  troubled  nuclear  plants.  The 
bill  also  lets  Unicom  recover  its 
investment  in  the  plants  now  by 
securitizmg  future  revenues  and 
using  the  cash  to  pay  down  up  to  $6 
billion  in  debt.  Interest  pay- 
ments on  these 
mostiy  triple -A- 
rated  bonds 
should  be  at 
least  two  per- 
centage points 
less  than  the 
roughly  8% 
Unicom  pays 
on  its  other 
debt. 

The  com- 
pany 

should  save 
around 
$200  mil- 
lion annually 
when  expen- 
sive coal  con- 
tracts expire  over 
the  next  few  years.  Kit  Konolige,  an 
electric  utility'  analyst  at  Morgan 
Stanley  Dean  Witter  thinks  the  leaner 
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Unicom  could  be  worth  $40  in  12 
to  18  months,  a  38%  gain. 

-Scott  Wooley 

Brazil  bargain 

Brazil's  market  woes  took  a 
big  bite  out  of  Telecomunica- 
coes  Brasileiras,  the  $19  billion 
(1997  sales)  national  telephone  com- 
pany known  as  Telebras.  Its  adrs 
(NYSE:  TBR)  dropped  over  50%,  from 
$170  to  $83;  at  a  recent  $109,  it  has 
regained  only  some  of  its  footing. 

Buy  it.  Earlier  this  year,  the  stock 
had  almost  doubled,  thanks  to  the 
upcoming  privatization  of  the  gov- 
ernment's 51%  stake  in  Telebras' 
voting  shares.  In  emerging  market 
privatizations,  a  company's  stock  typ- 
ically jumps  as  bids  come  in.  There's 
littie  doubt  this  estimated  $30-billion 
privatization  will  go  through — 
Brazil's  government  needs  the  cash, 
particularly  after  spending  billions  to 
prop  up  the  real. 

On  a  price-to-cash-flow  basis — a 
standard  measure  of  stocks  in  this 
industry — this  is  the  cheapest  tele- 
com stock  in  the  world,  says  Joanne 
Showalter,  analyst  at  emerging  mar- 
kets boutique  Caspian  Securities. 
Because  of  Brazil's  problems,  Tele- 
bras is  expected  to  trade  at  4.6  dmes 
1998  cash  flow  (defined  as  net 
income,  plus  depreciation  and  amor- 
tization and  other  noncash  items). 
That's  well  below  the  estimated 
1998  Latin  American  telecom  aver- 
age of  6.5  and  the  world  emerging 
market  average  of  7.8. 

The  company's  cellular  business 
shows  promise.  Telebras  introduced 
the  service  three  years  ago  and  is  the 
largest  carrier  in  Latin  America  with 
3.5  million  customers.  Although 
Brazil  will  probably  skid  into  a  reces- 
sion next  year,  the  economic  down- 
turn may  not  hurt  Telebras.  Brazil's 
only  phone  company,  Telebras  has 
just  10%  of  the  160  million  popula- 
tion as  customers.  There's  a  one-year 
waiting  list  tor  service.  And  because 
the  company  carries  littie  debt  (debt 
to  total  capitalization  is  6.8%), 
Brazil's  rising  interest  rates  won't 
damage  Telebras'  bottom  line. 

Between  now  and  the  June  auc- 
tion, the  stock  could  easily  hit  $150, 
a  36%  rise.    -David  Lipschultz   ^ 
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Private 

Banking  is  our 

core  business. 


At  Bank  Julius  Baer  private  banking  has 
been  our  core  business  since  1890,  sen- 
ing  generations  of  individual  investors. 

You  benefit  therefore  from  the  full 
attention  of  seasoned  experts  focused  on 
your  personal  goal  of  optimal  long-term, 
after-tax  investment  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  com- 
mitment. For  Julius  Baer  group  expertise, 
please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Xemec  (514)  847  19  00 


JB-B 


BANK  JULIUS  BAER 

The   Fine  Art   of  Private   Banking 

http://vwww.juliusbaer.com 


Switching  Jobs  Can  Have  An 
Unfortunate  Effect  On  Your  Retirement  Savings. 
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A    PENALTY  \l 


.^ 


Don't  Lose  40%  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 


T  Rowe  Price  can  help.  Call 
for  our  free  kif  on  managing  the 
payout  from  your  former  employer's 
retirement  plan.  The  kit  clearly 
explains  the  pros  and  cons  of  all 
the  distribution  options,  so  you 


MsmigmcVour 
RfUroiiii'iil 

Db-uibiiiion 


can  decide  what's  best  for 
you.  Because  we'd  hate  to 
see  your  retirement  plan  go  all 
to  pieces. 

1-800-541-6151 


Imiest  With  Coufidenc 

TRowefVice 


Request  a  prospectus  with  moie  complete  information,  including  management  fees  and  other  charges 

and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor,  .■A;,\'-i4t;^ 
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STOCK  TRENDS 


Volatility-resistant  stocks 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr. 
is  principal  and 
founder  of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


The  New  York  Stock  Excpl-vnge  has  insti- 
tuted a  change  in  the  pricing  of  listed  securi- 
ties, allowing  transactions  to  take  place  in  six- 
teenths instead  of  the  prior  minimum 
threshold  of  eighths.  Eventually  it  is  expected 
that  fractions  will  disappear  altogether  and 
trades  will  be  in  dollars  and  cents. 

This  is  supposed  to  narro^^'  spreads  and  save 
investors  money.  Maybe,  but  a  side  effect  is 
likely  to  be  increased  volatility'. 

Here's  why:  Differences  of  a  penny  or  two 
can  tip  the  scales  between  doing  an  arbitrage 
trade  or  not  doing  it.  Changing  spreads 
between  derivatives  and  actuals  can  trigger 
sizable  flows  of  program  or  basket  trades.  You 
can  expect,  therefore,  that  the  narrovv^er 
spreads  will  lead  to  more  in-and-out  trading 
divorced  from  underlying  fiindamentals 

Index  fund  managers,  too,  benefit  from 
the  smallest  possible  spreads.  They  receive 
new  money  and  must  put  it  to  work.  They 
buy  all  the  stocks  in  the  relevant  index  and 
have  no  particular  insight  about  individual 
companies.  If  money  is  taken  out  of  the 
index  fund,  the  selling  would  be  equally 
informationless.  An  index  fund's  chances  of 
matching  the  index  are  affected  by  tiny  dif- 
ferences in  spreads. 

But  what's  good  for  traders  and  index  fund 
managers  isn't  necessarily  good  for  other 
investors.  WTien  you  narrow  spreads,  you 
decrease  the  profitabilit)^  of  marketmaking. 
Marketmakers  will  be  less  willing  to  commit 
capital  if  their  returns  are  narrowed,  and  as  a 
result  market  liquidity  \vill  suffer. 

So  you  face  the  twin  possibilities  of 
increased  trading  that  is  unrelated  to  funda- 
mentals and  fewer  marketmakers  willing  to 
risk  capital  to  make  orderly  markets.  The 
resulting  volatility  won't  serve  the  interests  of 
long-term  investors  and  can  frighten  away 
small  investors. 

Whether  I  like  it  or  not,  tighter  spreads  are 
here.  So  I  have  gathered  a  basket  of  smaller 
companies  whose  performance  is  unlikely  to 
be  harmed  by  increased  volatility^  but  rather 
depend  on  company-specific  developments. 
Each  of  these  stocks  has  blockbuster  drugs 
and  patented  technologies  in  the  fight  against 
cancers,  rheumatoid  arthritis,  heart  disease 
and  Icss-invasi  e  surgical  techniques.  The 
stocks  have  been  A'eak  recently  and  it  looks 


like  a  good  buying  opportunit)'^  to  me. 

Centocor  (42,  CNTO)  is  a  biotech  firm  devel- 
oping man)'  products  in  the  fight  against 
cancer  and  infectious  diseases.  Two  main 
products  that  will  be  the  key  drivers  for  rapid 
earnings  growth  are  ReoPro  and  cA2.  ReoPro 
is  an  antiplatelet  drug  used  to  prevent  blood 
clots  in  coronary  angioplastx'  procedures;  cA2 
is  waiting  for  FDA  approval  for  its  fight  against 
Crohn's  disease.  My  price  target  is  70  some- 
time in  the  next  year. 

Each  of  these  stocks  has 
blockbuster  drugs  and 
patented  technologies. 


Impath  (30,  l\iph)  is  a  leading  source  of 
cancer  information,  providing  physicians  with 
patient- specific  diagnostic  and  treatment  data 
for  breast  cancer  tissue  samples  and  other  dif- 
ficult-to-analyze  tumors.  Earnings  are  grow- 
ing very  rapidly  and  should  be  up  50%  or 
more  in  1998,  to  $1  per  share.  I  have  a  price 
objective  of  45  over  the  next  12  months. 

Immtmex  (55,  imnx)  is  a  leading  bio- 
pharmaceutical  firm  that  develops  immune 
system  science  for  cancer,  inflammatory  and 
infectious  diseases.  The  company  has  an  excit- 
ing new  drug  in  the  latter  stages  of  clinical 
testing  for  the  treatment  of  rheumatoid  arthri- 
tis. 1  think  the  stock  can  easily  reach  100  over 
the  next  year. 

Thei^agenics  {3S ^  thrx)  is  a  leader  in  the 
exciting  new  field  of  implantable  radiation 
devices  designed  primarily  for  prostate  cancer 
and,  recendy,  for  various  liver  cancers.  The 
company  is  in  a  rapid  gro\M:h  phase  with  sales 
up  more  than  100%,  and  earnings  are  being 
propelled  even  more  dramatically.  My  one- 
year  price  target  is  65. 

Last,  Boston  Scientific  (45,  Bsx)  has  been 
slaughtered  from  its  recent  high  of  78  because 
of  some  short-term  problems  in  Europe  that 
will  likely  be  resolved  over  the  next  few 
months.  BSX  develops,  manufactures  and  mar- 
kets medical  devices  used  in  a  uide  range  of 
minimally  invasive  surgical  procedures.  The 
company  has  had  an  excellent  track  record  of 
rapid  growth  and  high  profitability'.  With  pro- 
jected earnings  of  $2.25  for  1998,  I  think  the 
stock  can  again  reach  the  70s  in  the  next  12 
months.  9M 
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meet  the  objectives  of  its  clients  and 
areholders  worldwide,  the  Commerzbank 
oup  is  concentrating  its  activities  for  the 
ture  on  three  main  areas  of  business: 
ternational  finance,  investment  banking, 
id  domestic  branch  banking.  This  special 
ition  of  Viewpoint  focuses  on  the  Group's 
erall  strategy  in  global  equities. 


I^rnational  presence: 
Viaty,  Amsterdam,  Antwerp, 

nta,  Bangkok,  Barcelona, 
jing,  Beirut,  Bratislava,  Brussels, 
dapest,  Buenos  Aires,  Cairo, 
acas,  Casablanca,  Chicago, 
Mnhagen,  Dublin,  Geneva, 
iraltar.  Grand  Cayman,  Hong 
ng,  Istanbul,  Jakarta,  Johannes- 
'9,  Kiev,  Labuan,  London,  Los 
geles,  Luxembourg,  Madrid, 
nama,  Mexico  City,  Milan,  Minsk, 
iscow,  Mumbai,  New  York, 
vosibirsk,  Osaka,  Paris,  Prague, 

de  Janeiro,  Sao  Paulo,  Seoul, 
laighai,  Singapore,  St.  Peters- 
rg,  Sydney,  Taipei,  Tehran, 
kyo,  Toronto,  Warsaw,  Zurich. 


Earnings  up  52%  after  nine  months  1997. 

In  the  first  three  quarters  of  1997,  the 
Commerzbank  Group  posted  a  pre-tax  profit  of 
DM  2.54  bilUon  -  a  52^c  increase  over  the  com- 
parable year-earher  period.  This  result  sur- 
passed the  record  earnings  of  the  entire  year 
1996  by  more  than  one-third,  well  ahead  of 
projections  for  the  current  year.  Total  assets 
advanced  to  DM  515  billion.  Including  a  capi- 
tal increase  of  DM  1.6  billion  in  October,  the 
Group's  equity  capital  is  DM  15.1  billion. 
After-tax  return  on  equity  is  nearly  15%,  pos- 
itioning Commerzbank  as  one  of  Germany's 
most  profitable  financial  institutions. 

Investment  Banking:  Strong  Expansion. 

Investment  banking  is  a  traditional  strength 
of  the  Commerzbank  Group.  This  segment 
encompasses  bonds  and  equities,  asset  man- 


agement, and  corporate  finance.  The  Group's 
strategy  in  international  investment  banking 
is  to  base  its  core  units  in  Frankfurt,  sup- 
ported by  strong  outlets  operating  in  other 
key  international  financial  centers. 

Global    Equities:    Organic    Growth. 

Commerzbank  has  taken  decisive  steps  to 
expand  its  international  global  equities  capa- 
bilities rapidly  but  judiciously  from  within  the 
Group,  rather  than  through  acquisitions.  The 
aim  is  to  gain  a  competitive  edge  by  building 
on  the  existing  strengths  of  Commerzbank 
and  providing  a  source  of  synergy  for  new 
areas.  This  path  of  organic  growth  in  a  market 
of  vast  potential  offers  significant  advantages 
with  regard  to  costs,  profitability,  and  quality 
of  service. 

Commerzbank's  equities  arm  is  combining  its 
sales,  trading,  research,  capital  markets  and 
derivatives  operations  worldwide  into  an  inte- 
grated service  designed  to  meet  the  individual 
requirements  of  the  bank's  current  and  poten- 
tial clients  in  equity  markets.  A  large  number 
of  new  products  and  services  will  also  be  sys- 
tematically added  to  those  already  offered  as 
well  as  a  Fundamental  and  Quantitative 
Research  Center.  The  equities  operation  will 
offer  well-balanced  market  coverage,  so  that  its 
earnings  are  not  overly  dependent  on  the  per- 
formance of  any  one  location. 

Unique  among  global  investment  banks, 
Commerzbank's  Global  Equities  division  is 
centered  in  Frankfurt  and  backed  by  experi- 
enced teams  in  London,  New  York,  Tokyo, 
Hong  Kong  and  Singapore.  New  offices  and 
trading  floors  are  being  created  in  Frankfurt 
and  in  all  of  these  other  centers  -  enabling  us 
to  proceed  with  another  ambitious  recruitment 
program  planned  for  1998. 

Rewarding  Perspectives:  It  all  adds  up 
to  a  winning  formula  for  clients  seeking  a 
solid  investment  banking  partner  and  for 
Commerzbank's  225,000  shareholders  world- 
wide. To  start  a  dialogue  with  Commerzbank 
about  global  equities,  just  get  in  touch  with 
us  at:  Commerzbank  AG,  Global  Equities 
Division,  Frankfurt  am  Main  (Head  Office), 
Tel.  (69)  13  62-91  38,  Fax  (69)  13  62-24  44 

For  more  information  about  Commerzbank's 
full  scope  of  banking  and  financial  services, 
contact  the  Corporate  Communications 
Department,  Frankfurt,  Fax  +49  69  13  62-98  05, 
http://www.c0mmer2bank.com 
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This  is  a  killer  market  for  companies  that 
don't  make  their  earnings  estimates.  3Com 
tumbled  45%  when  analyst  forecasts  missed 
reported  earnings  by  1%.  Sun  Microsystems 
dropped  30%  on  a  6%  shortfall. 

As  Gretchen  Morgenson  so  convincingly 
pointed  out  in  the  last  issue  of  Forbes  ("See 
no  evil,  speak  no  evil,"  p.  162,  Dec.  15),  and 
as  I  have  emphasized  many  times,  analyst 
forecasts  are  notoriously  off  the  mark.  In  my 
column  of  Dec.  9,  1991  I  showed  that  the 
average  analyst  forecast  was  wrong  by  40% 
beuveen  1982  and  1990. 

Professor  Lawrence  Brown  of  the  State 
Universit)^  of  New  York  at  Buffalo  disagrees 
with  me  and  with  Forbes.  In  a  paper  pub- 
lished in  the  Financial  Analysts  Journal, 
Brown  concluded  "that  the  investment 
community  .  .  .  relies  too  little  on  analysts' 
forecasts."  Oh,  by  the  way,  Brown  is  affiliated 
with  IBES,  the  leading  marketer  of  analysts' 
forecasts. 

Brown  notwithstanding,  the  evidence  is 
overwhelming  that  earnings  forecasts  are  writ- 
ten in  sand.  Recently  I  did  a  study  in  collabo- 
ration with  Eric  Lufkin.  We  examined  the  ana- 
lysts' quarterly  consensus  estimates  for  each 
company  reporting  from  the  beginning  of 
1990  to  the  end  of  1996.  We  compared  these 
with  the  reported  earnings  for  the  period.  To 
avoid  outliers,  each  company  in  the  study  had 
to  have  at  least  4  separate  brokerage  house 
estimates,  with  the  larger  and  more  widely  fol- 


Is  blindfolded  better? 


Analysts'  forecast  errors  as  a  percent  of  reported  earnings 
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cast errors — 
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are  worse 
in  the  Nineties. 
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lowed  stocks  often  having  as  many  as  30  or 
40.  This  was  a  huge  sample:  on  average, 
1,115  NYSE,  Nasdaq  and  Amex  stocks  each 
quarter. 

A  glance  at  the  chart  tells  it  all.  Analysts' 
estimates  didn't  get  any  better  in  the 
Nineties — in  fact,  they  got  worse.  The  average] 
analysts'  consensus  forecast  was  off  48.7%,  sigj 
nificantly  higher  than  the  40%  of  the  earlier 
column,  and  also  topping  the  44%  that  Lufkin| 
and  I  found  in  another  study,  using  the  same 
methodology,  between  1973  and  1996.  More] 
striking,  perhaps,  analysts'  estimate  errors 
missed  the  target  by  near-record  percentages 
in  1991,  1992  and  1993. 

The  inaccuracy  of  these  forecasts  shows 
how  dangerous  it  is  to  buy  or  hold  stocks  on 
the  basis  of  what  analysts  predict  for  earnings. 
In  a  dynamic,  competitive  worldwide  econo- 
my there  are  just  too  many  unknowables  for 
such  pretended  precision. 

Which  is  one  reason  value  or  1ow-p/e 
strategies  work:  They  do  not  depend  on 
spuriously  scientific  earnings  estimates.  A 
value  stock  is  unlikely  to  collapse  if  its 

A  value  stock  is  unlikely 
to  collapse  if  its  quarterly 
earnings  fall  short 
of  expectations;  skepticism 
is  already  built  into  the  price. 


quarterly  earnings  fall  short  of  expectations; 
skepticism  is  already  built  into  the  price. 
But  when  earnings  come  in  above  expecta- 
tions, these  stocks  shoot  out  the  lights.  In 
short,  surprises  are  often  good  for  value 
stocks. 

Rarely  are  surprises  good  for  growth  or 
momentum  stocks.  With  these,  it's  look- 
out-below  if  there  is  a  shortfall,  and  a  shrug 
of  the  shoulders  if  earnings  come  in  on 
the  upside. 

If  you  like  the  thrill  of  staying  glued  to 
your  favorite  business  channel,  ready  to  call 
your  broker  when  the  newsreader  drops 
a  bit  of  good  news  or  bad  news,  then  maybe 
momentum  and  aggressive  gro\vth  stocks  are 
right  for  you. 

But  if  you  are  more  interested  in  having 
your  money  grow  with  minimal  exposure 
to  nast}'  setbacks,  stick  with  stocks  like  these: 
BankBoston  Corp.  (97),  p/e  18,  yield  2.1%; 
Dillard  Department  Stores  (35),  p/e  15, 
yield  0.5%;  First  Union  (50),  p/e  14,  yield 
2.5%;  J.P.  Morgan  (123),  p/e  15,  yield  2.6%; 
Texaco  (55),  p/e  11,  yield  3.3%.  Hi 
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*"An  Anatomy  of 
Morningstar  Ratings," 
by  Professor  Marshall 
Blumeof  the  University 
of  Pennsylvania's 
Wharton  School. 


Morningstar's  mutual  fund  ratings  remind 
me  of  the  children  who  live  in  Garrison  Keil- 
lor's Lake  Wobegon/  They  are  all  above  aver- 
age. Morningstar  gives  nearly  half  the 
domestic  equit)'  no-load  funds  it  evaluates 
a  four-  or  five-star  ranking  (Morningstar's 
grades  for  above-average).  Only  a  quarter 
receive  a  one-  or  t\vo-star  ranking. 

Call  it  grade  inflation.  Now  you  know  why 
the  financial  press  is  so  filled  with  no-load 
mutual  fiind  advertisements  boasting  a  high 
Morningstar  ranking.  But  the  wise  investor, 
like  the  wise  college  admissions  director,  will 
discount  inflated  grades. 

This  bias  in  the  Morningstar  ranking 
system  was  discovered  by  Wharton  professor 
Marshall  Blume.*  He  found  that  Morn- 
ingstar doesn't  grade  domestic  equit)'  no- 
loads  just  against  their  peers.  It  puts  them 
into  a  universe  that  also  includes  load  funds 
and  sector  funds.  Since  Morningstar  penal- 
izes them  for  their  sales  commissions,  load 
funds  are  almost  automatically  excluded  from 
getting  a  lot  of  stars.  So  are  the  highly 
volatile  sector  funds,  because  they  are  penal- 
ized for  their  lack  of  diversification.  It's 
almost  as  if  you  were  to  aggregate  fourth 
graders  and  fifth  graders  and  discover  that 
fifth  graders  are  smarter. 

This  isn't  the  only  quirk  that  Professor 

Morningstar's  top-ranked  no-load 
equity  funds  have  lagged  the  stock 
market  by  an  average  of  nearly 
three  percentage  points  per  year. 

Blume  discovered  in  Morningstar's  ranking 
system.  He  found  that  mutual  funds  with 
only  three  years  of  history  are  eligible  to  earn 
a  five-star  ranking.  Not  only  is  this  much  too 
short  a  time  over  which  to  judge  perfor- 
mance, it  gives  the  younger  funds  an  unfair 
adA-antage  over  those  with  more  history.  In 
fac:.  according  to  Professor  Blume,  a  fund 
witli  ■  ten -year  history  is  less  likely  to  receive 
a  five  .;,ir  ranking  from  Morningstar  than  a 
fund  w  ith  just  a  three-year  history. 


This  suggests  that  a  high  Morningstar 
rating  has  litde  value  for  predicting  future  pe 
formance,  and  the  suggestion  is  borne  out  b) 
my  Hulbert  Financial  Digest,  which  has  been 
tracking  Morningstar's  performance  since  tht 
beginning  of  1991.  Over  the  subsequent 
nearly  seven  years,  Morningstar's  top-ranked 
no-load  equity  funds  have  lagged  the  stock 
market  by  an  average  of  nearly  three  percent- 
age points  per  year. 

Unfortunately,  the  mutual  fund  ranking 
system  employed  by  the  Value  Line  Mutual 
Fund  Survey  hasn't  worked  any  better. 
Since  the  beginning  of  1994,  which  is  when 
the  HFD  began  tracking  the  service,  its  top- 
ranked  no-load  general  equit)'  fiinds  have 
lagged  the  market  by  an  average  of  nearly 
four  percentage  points  per  year. 

To  be  fair,  I  must  also  examine  the  Forbes 
mutual  fund  survey.  Forbes  judges  funds 
over  a  much  longer  period  and  in  a  variety  of 
markets.  This  longer  period  insures  that  a 
fund  is  judged  for  performance  in  both  up 
and  down  markets. 

To  get  on  the  Forbes  Honor  Roll  in  1997, 
a  fund  had  to  hold  up  well  in  the  1990  cor- 
rection and  in  the  1987  crash,  as  well  as  be 
an  above-average  performer  in  the  bull  mar- 
kets in  between.  Only  16  funds  qualified.  In 
contrast,  dozens  of  funds  currentlv  earn  five 
Morningstar  stars  even  though  most  of  their 
managers  have  never  lived  through  even  a 
10%  correction. 

Nevertheless,  the  Forbes  Honor  Roll  can't 
predict  the  future.  According  to  Vanguard's 
John  Bogle,  who  studied  their  performance 
from  1973  to  1990,  the  Forbes  Honor  Roll 
funds  (before  loads)  on  average  underper- 
form  the  market  slighdy — by  27  basis  points 
per  year.  You  get  no  guarantees  with  the 
Forbes  Honor  Roll,  but  you  do  get  tested 
and  proven  performance. 

Among  mutual  fund  investment  letters  the 
top  risk-adjusted  performer  over  the  last 
eight  years  is  Sheldon  Jacobs'  No-Load  Fund 
Investor.  Jacobs'  three  model  portfolios  have 
produced  an  average  annualized  gain  of  14% 
over  the  last  eight  years.  While  this  is  below 
the  stock  market's  16%  return  over  this  same 
period,  Jacobs'  portfoUos  on  average  were 
31%  less  risky  than  the  average  stock.  On  a 
risk-adjusted  basis,  therefore,  he  beats  buying 
and  holding. 

Jacobs'  latest  pick:  Hotchkis  &  Wiley's 
Small  Cap  Fund.  This  tiny  no-load  fund,         . 
with  just  S59  million  in  assets,  invests  in 
small-cap  stocks  with  a  value  orientation. 
The  average  market  cap  of  the  stocks  it  owns 
is  around  $300  million,  and  the  fiind  has  a 
moderate  (88%)  turnover  rate.  ■■ 
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In  the  late  Fifties,  when  I  was  new  to  the 
stock  market,  I  remember  the  hyperactive 
market-letter-writer  who  squinted  with  beady 
eyes  as  the  Big  Board's  paper  tape  streamed 
across  his  desk.  Joe  would  bound  up  from  his 
chair  every  time  they  rang  the  bell  on  some 
important  news  release.  "My  God,"  Joe 
screamed  one  day.  "They're  ringing  the  bell 
because  gm  declared  its  dividend." 

That's  what  passed  for  good  news  in  1958: 
The  bellwether  stock  wasn't  cutting  its 
dividend. 

For  me,  they  rang  the  bell  in  early  Decem- 
ber when  the  imp  cobbled  together  a  deal  to 
bail  out  South  Korea.  Our  market  rose  2%, 
with  the  Dow  crossing  back  over  8000. 
Korea's  banks  didn't  implode,  but  their  bad 
loans  still  stand  on  the  books. 

Meanwhile,  auto  sales  in  Japan  just  dropped 
23%,  comparable  with  1973's  oil  crisis  low. 
Korea's  conglomerates  are  cutting  back  on 
capital  spending,  and  there's  no  safet)'  net  For 
factory  workers  comparable  witli  ours.  The 
winds  of  recession  will  be  blo\\'ing  over  the 
Pacific  Rim  until  at  least  late  1998.  There's 
excess  plant  capacity'  everywhere,  Icxeraged 
balance  sheets  and  inflated  real  estate. 

Just  seven  years  ago  Citicorp  and  its  ilk 
thrashed  about  in  comparable  circumstances. 
Bank  stocks  sold  in  single  digits,  \\hich  is 
where  we  all  believed  they  belonged,  at  net 
asset  value  adjusted  for  Third  World  loans  and 
sour  real  estate  paper. 

Alan,  the  great  piano  tuner,  in  his  infinite 
but  indirect  wisdom,  kept  money  market  rates 
so  low  that  the  banks  could  arbitrage  moncN' 
and  dig  themselves  c:)ut  of  their  management- 
made  mud  slides.  One  of  the  unremarked- 
upon  sidelights  of  the  x'\sian  bank  and  broker 
hardships  is  that  Eurodollars  have  turned  very 
expensive.  The  disparity  between  Treasury 
bills  and  Eurodollars  was  up  to  70  basis 
points,  until  Japan  allowed  one  of  its  20 
biggest  banks  to  fail,  at  30  points. 

What's  that  got  to  do  with  us?  Student 
Loan  Marketing  just  dropped  a  fast  30  points 
as  the  Treasury-Euro  spread  widened.  Sallie 
Mae  packages  loans  for  securitization  and  tele- 
scopes the  net  spread  into  earnings.  Those 


butterflies  flapping  their  wings  in  Tok)'o  gen- 
erate crosswinds  on  Wall  Street. 

Nobody  knows  where  this  leads,  except  that 
the  world  slows  down  for  a  while.  But  our 
market  is  priced  at  12  times  cash  flow,  up 
from  6  just  ten  years  ago.  Our  market  is 
priced  for  perfection.  Perfection  is  not  an 
odds-on  shoo-in.  Not  with  what's  happening 
in  Asia. 

Our  market  is  priced  for  perfection. 
Perfection  is  not  an  odds-on  shoo-in. 


When  I  look  at  the  big  in\'estment  pools  in 
the  country — Magellan,  \'anguard  and  Franklin 
Resources,  nobody's  outperforming.  The  last 
time  1  looked,  iVlichael  Price  had  his  Mutual 
Shares  Fund  just  75%  invested  in  equities;  over 
21%  in  short-term  governments.  Mutual,  \ear 
over  year  ended  June,  underperformed  the  S&P 
500  by  almost  1,400  basis  points.  This  took  its 
ten-year  return  below  the  s&p. 

Jeff  Vinik's  replacement  at  Magellan  has 
got  his  fund  fiilly  invested,  but  the  numbers 
through  October  still  trail  the  market  by  more 
than  200  basis  points  and  last  year  by  1,100 
basis  points.  The  top  ten  holdings  are  just 
15%  of  assets  versus  25%  for  Mutual. 

Even  Vanguard's  Windsor  Fund  trailed 
the  market  by  more  than  600  basis  points 
through  October,  albeit  almost  fully  invested. 
This  is  a  value  construct  overweighted  in 
autos,  banks  like  Citicoip,  and  farm  equip- 
ment, paper  and  aluminum.  The  financial 
sector  is  properly  overweighted,  but  the  com- 
modit)'  charts  have  turned  south  since 
midyear.  They  missed  IBM,  scored  with 
Compaq  and  struck  out  with  Seagate. 

Alas!  Nobody  has  a  monopoly  on  brains. 
We,  too,  averaged  almost  15%  in  cash  this 
year,  and  that  hurt.  Our  major  holdings  are 
Schlumberger,  Disney,  IBM,  Microsoft:,  TIX, 
Wal-Mart,  BanL\merica,  .Allstate  and  .\meri- 
can  Express.  Ironically,  we  lose  the  least 
amount  of  sleep  over  Microsoft,  the  priciest  of 
them  all.  We  bid  farewell  to  tobacco  and  semi- 
conductors and  ha\'e  no  regrets  over  missing 
Coca-Cola  and  AT&T.  For  1998  IBM  and  .All- 
state, selling  at  below-market  Viiluations,  are 
mv  low-center-of-a;ravitv  ball  carriers.  WM 
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To  be  Blount,  art  is  a  necessity. 


Winton  M.  Blount  with  students  visiting  the  Montgomery  Museum  of  Fine  Arts  in  the  Wynton  M.  Blount  Cultural  Park. 


The  Art  of  Leadership 


Winton  M.  Blount,  Chairman  of  the  Board,  Blount 
International,  Inc.,  an  international  manufacturing 
company  headquartered  in  Montgomery,  Alabama, 
speaks  about  business  and  the  arts  with  David  Finn, 
board  member  of  the  Business  Committee  for  the  Arts 
and  Chairman  of  Ruder-Finn. 

"My  involvement  with  the  arts  developed  as  a 
result  of  a  visit  I  made  to  a  post  office  in  Detroit 
when  I  was  United  States  Postmaster  General.  1 
opened  a  door  in  this  old  building  and  discovered  a 
room  filled  with  paintings  created  by  postal 

employees.  I  was  told 
these  works  were  about 
to  be  exhibited  to  give  the  workers  recognition.  I 
thought  it  was  a  superb  idea,  so  I  suggested  that  we 
develop  a  national  show  in  Washington,  D.C.,  to 
showcase  the  talents  of  some  of  the  750,000  work- 
ers in  the  postal  system.  It  was  a  wonderful  success. 
"After  a  three-year  stint  in  Washington,  D.C.,  I 
returned  to  Montgomery  to  focus  on  building  my 
own  company.  My  grandfather  built  a  short-line 
railroad  in  Alabama  at  the  turn  of  the  century.  It 
was  called  Bump  and  Slide  Easy.  I  remember  him 
telling  me  that  he  was  at  an  international  railroad 
show  in  Canada  around  1915.  He  struck  up  a  con- 
versation with  the  President  of  Canadian  Pacific, 
who  asked  him  how  long  his  railroad  was.  My 
grandfather  replied,  'Fifty  miles.'  The  Canadian 
railroad  executive  then  said,  'The  only  difference  in 
our  railroads  is  that  yours  is  fifty  miles  long  and 
mine  is  about  five  thousand  miles.'  My  grandfather 
replied,  'No,  there  is  another  difference.  I  own 
mine.'  That  stor)'  always  stuck  with  me.  I  always 
wanted  to  own  my  own  business.  When  I  was  25  I 
did.  We  started  by  digging  fish  ponds  in  Bullock 
County,  Alabama.  And,  when  we  built  all  the  fish- 


ponds the  county  could  stand,  we  moved  on. 

"We  took  lots  of  risks  and  grew  rapidly.  We 
worked  hard  and  we  hired  a  lot  of  good  people. 
Ten  years  after  we  started,  we  built  the  nation's 
first  intercontinental  ballistics  missile  base  near 
Cheyenne,  Wyoming.  Then  we  got  the  contracts 
to  build  the  launch  pad  at  C?pe  Canaveral,  where 
Neil  Armstrong  lifted-off  for  his  voyage  to  the 
moon,  the  New  Orleans  Superdome  and  the  $2 
billion  King  Saud  University  in  Saudi  Arabia.  In 
1985  we  acquired  Omark  and  we  began  evolving 
into  an  international  manufacturing  company. 

"To  observe  America's  Bicentennial,  I  decided 
that  our  company  should  celebrate  in  a  way  that 
was  unique  and  meaningful  —  through  art. 

"One  afternoon  in  New  York,  I  dropped  by 
Kennedy  Galleries  and  I  met  the  owner  Larry 
Fleischman.  1  told  him  I  wanted  to  buy  American 
paintings  at  a  top  price  of  S500  each.  Larry  did 
not  say  a  word  about  my  budget,  he  just  showed 
me  paintings.  I  did  not  buy  anything  that  day, 
but  I  did  make  a  mental  note  to  add  some  zeros 
to  my  $500  limit. 

"One  of  my  first  acquisitions  was  Stuart  Davis' 
Summer  Twilight,  painted  in  1931,  for  which  I 
paid  about  $100,000.  Shortly  thereafter,  I  bought 
Edward  Hopper's  New  York  Office.  The  Blount 
Collection  eventually  grew  to  include  more  than 
300  works  dating  from  the  1770's  through  the 
mid-twentieth  century..  We  have  lent  many  of 
these  works  to  museums  and  we  gave  41  to  the 
Montgomery  Museum  of  Fine  Arts. 

"1  ventured  into  the  performing  arts  in  1982, 
when  my  wife,  Carolyn,  asked  me  to  meet  with 
her  and  several  of  her  colleagues  —  all  of  whom 
were  board  members  of  the  Alabama  Shakespeare 


Festival  —  to  discuss  the  organization's  desperate 
financial  situation.  After  Blount  International's 
financial  and  legal  people  examined  ASF's  opera- 
tion, we  discovered  that  they  had  a  serious  debt  a 
could  not  continue  to  operate  for  just  six  weeks  a 
year.  I  suggested  that  if  the  company  moved  to 
Montgomery  from  Anniston,  Carolyn  and  I  woul 
build  them  a  theater  in  which  they  could  perfornr 
year-round,  which  would  help  them  strengthen 
their  financial  situation.  They  accepted  the  offer  ( 
the  spot.  I  gave  them  a  35-acre  parcel  of  land  and 
Blount  International  provided  complete  construc- 
tion services.  In  all,  the  gift  exceeded  $21.5  millic 
and  was  the  single  largest  grant  ever  made  to  a 
regional  theater  in  the  U.S.  Today,  the  theater  is 
part  of  a  larger  complex,  the  Wynton  M.  Blount 
Cultural  Park,  which  includes  the  Montgomery 
Museum  of  Fine  Arts,  landscaped  gardens,  outdo< 
sculptures  and  meditation  areas. 

"Art  is  a  necessity,  not  a  luxury.  Art  is  as  essent 
to  the  human  spirit  as  food,  clothing  and  shelter. 
The  arts  enrich  my  life,  and  because  I  believe  busi 
ness  leaders  have  a  responsibility  beyond  the  offia 
the  arts  became  one  of  the  vehicles  through  which 
fulfill  that  responsibility.  Carolyn  and  I  share  a 
sincere  desire  to  return  a  portion  of  that  with  whi< 
we  have  been  blessed.  In  oiu-  way  we  are  doing  our 
best  to  ensure  that  art  remains  a  public  possession  ar 
enhances  the  lives  of  future  generations."  "i 

Business  Committee 
for  the  Arts,  Inc. 

1 775  Broadway 

New  York,  New  York  10019 

212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW,  Inc. 
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In  these  days  of  politically  correct  food,  cheese  has  gotten 
!a  bad  rap.  Get  over  it,  already! 

Of  sex  and  cheese 


By  Clark  Wolf 


M 


y  first  job  was  running 
a  cheese  shop  in  San 
Francisco.    It  was 
1976,  I  had  hair 
down  to  my  butt.  I 


saw  a  sign  in  the  window  for  a 
manager,  so  I  applied.  A  profes- 
sor from  my  university  wrote  me 
a  letter  of  recommenda- 
tion in  which  she  said:     ,      -.- 
"He  was  born  to  run  a    /^*  *    , 
cheese   shop."   I   got              f 
the  job.  V      

1976:  the  days  of 
white  wine  and  brie 
(which  everybody  pro- 
nounced "bry").  On 
my  first  day  there  I 
turned  to  the  fellow 
next  to  me  and  said,  "That  woman  has 
got  to  stop  dressing  like  Catherine 
Hearst."  It  was  Catherine  Hearst.  She 
was  buying  a  cheddar  cheese  log,  and  I 
thought  to  myself.  It's  not  how  much 
you  have — it's  how  you  spend  it. 

In  a  way,  my  whole  introduction  to 
culture — and  food  and  love — ^was 
through  cheese. 

Twenty  years  later,  and  we  all  know 
what  has  happened:  Cheese  has  gone 
through  hell.  Uh-oh!  Can't  have  that — 
there's  cheese  on  it.  Basically,  cheese 
went  underground.  Overall  consump- 
tion has  probably  increased  a  bit.  It 
moved  to  pizza,  to  quesadillas,  to  places 
where  you  could  still  maintain  your 
denial  that  you  were  eating  cheese. 

The  good  news  is  that  people  are 
finally  realizing  that  margarine  is  bad  for 
you  and  that  cheese  may  indeed  be  die 
perfect  fast  food.  You  grab  a  piece  of 
cheese  in  a  baguette  and  an  apple,  and 
you  have  a  perfect  meal.  The  Culinary 
Institute  of  America  at  Greystone  in  die 
Napa  Valley  has  a  restaurant  called  the 
Wine  Spectator  Greystone,  and  it's  plan- 
ning on  adding  a  cheese  master — and 
not  just  any  cheese,  but  California 
cheese.  This  is  extraordinary. 
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word  about  fat  here.  A  fiall- 
fat  cheese — and  most  of  the 
cheeses  you  buy  are  fiill-fat 
cheeses — has  50%  fat  in 
the  cheese  solids.  Brie,  for 
instance,  is  half  water,  so 
how  much  fat  is  that  in 
your  mouth?  Twent\'-fi\e 
percent.  That's  a  hell  of 
a    lot    less    than 
butter.  And 

you're     getting 
protein  and  calci- 
\^^  um,  too.  What 

^  we   need  here   is  a 

.     \^  D.AL — Dairy      Anti- 

i^M0^      defamadon  League! 
"^^    ™  Now  that  cocktails 

and  cigar-smoking 
are  back,  cheese  has  the  added  advan- 
tage of  being  one  of  the  few  foods  diat 
are  edible — and  discernible — in  a  cigar 
bar.  In  cigar  bars,  I  tend  to  recommend 
a  plate  of  cheeses,  preferably  high-fat 
and  high-stink,  like  blue  cheeses.  They 
hold  up  to  the  cigars.  To  the  brandies. 
To  the  single-malt  Scotches.  Even  to 
seven  or  eight  martinis. 

There  are  cheeses  you  might  ordinar- 
ily tend  to  a\'oid  that  work  well  in  cigar 
bars.  L'Ami  du  Chambcrtin,  for 
instance,  is  a  Burgundian  cheese  that  is 
slathered  in  the  dregs  of  Chambertin 
wine  as  it's  being  aged.  It  gets  sdnkier 
and  stinkier  on  the  outside — and 
creamier  and  creamier  on  die  inside.  As 
a  result,  it  is  haixi  to  approach,  but  once 
invaded  is  di\ine  beyond  belief — one  of 
the  few  exceptions  to  my  policy  that  if  it 
really  doesn't  look  as  if  you'd  want  to 
eat  it,  you  probably  shouldn't. 

Fortunately,  people  are  starting  to 
realize  diat  it's  not  just  the  fat  diey  ha\'e 
to  worry  about,  it's  also  the  calories. 
How  about  getting  off  your  butt  and 
going  for  a  walk.^  How  about  having 
some  sex.^  That's  what  we  need  in  this 
country:  more  cheese  and  more  sex. 
And  niavbe  a  litde  red  wine.  ^ 


Better  cheddar 

If  you'n'E  come  out  the  other  side  of 
dairA'-fat  phobia  and  concluded  sensibly 
that  a  litde  fromage  won't  kill  \ou,  here 
are  a  few  suggestions  for  some  interest- 
ing cheese-eating. 

1.  If  you're  rediscovering  cheese, 
think  American.  Try  some  American 
Cheddars — we're  e\en  sending  them 
to  England  these  days. 

2.  America  is  also 
making  some  incred- 
ibly good  goat 
cheese.  But  keep  in 
mind  that  goats  are 
difticult  animals,  so 
good  goat  cheese 
will  always  be  rare 
and  expensive.  The 
Marin  French 
Cheese  Co.  in  Marin 
Count}',  Calif  makes 
a  wondertlil  \ersion 
called  Schloss. 

3.  Franche-Comte  is 
one  of  the  great 
cheeses  of  the  world. 
If  you  can  get  some, 
grab  it  now.  It's  a 
Swiss- st)le  cheese, 
which  means  that 
the  curd  is  cooked 
and  pressed  and  the 
outside  rind  is  salted 
and  rubbed.  The 
cheese  is  then 
ripened  until  firm.  It  has  holes  called 
"eyes"  that  are  caused  by  gases  pro- 
duced during  ripening.  If  you  ever  cut 
into  a  holey  Swiss-st>ie  cheese  and  in 
the  eye  tiiere  is  a  litde  tcai",  tiiat 
cheese  is  perfect. 

4.  x\mericans  don't  eat  parmcsan  the 
way  Italians  do — sitting  down  and 
gnawing  on  a  large,  delicious  lump.  A 
ripe,  fi-agrant  pear  and  a  hunk  of 
four-year-old  Parmigiano  Reggiano:  I 
mean,  sex  is  good,  but.  .  .  .       -C.W. 
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Anyone  can  take  a  picture,  but  not  anyone 
can  make  a  great  photograph.  Which  is  why  the 
medium  is  increasingly  attracting  young  collectors. 

The  art  of  our  time 


By  Robert  Goff 

Ann  Tenenbaum's  Manhattan  apartment  feels 
like  a  small  museum — paintings  by  Monet, 
Mondrian  and  Pollock  line  the  walls.  But 
that's  not  what  brought  us  here.  Tenenbaum 
is  pointing  out  a  small  black-and-white  pho- 
tograph of  a  nude  female  torso  by  Imogen  Cunningham 
(1883-1976)  that  she  is  considering  purchasing.  It  is 
propped  between  the  fireplace  and  a 
huge  painting  by  Mark  Rothko. 

"UnUke  a  great  painting,  you  can 
buy  a  masterpiece  like  this  without 
having  to  take  out  a  bank  loan,"  says 
Tenenbaum.  That  is,  if  you're  married 
to  someone  on  The  Forbes  Four  Hun- 
dred, like  Tenenbaum  is  (Thomas  Lee). 
The  Cunningham  print,  by  one  of  the 
great  20th-century  masters,  costs 
$180,000. 

That's  approaching  the  upper  end 
of  the  scale,  even  for  a  rare  vintage 
print,  but  Tenenbaum  is  right  about 
photo-collecting  being  more  afford- 
able than  collecting  great  paintings. 

A  widespread  market  for  photogra- 
phy has  been  around  for  only  30  years, 
and  continues  to  grow.  The  medium  is 
fast  becoming  the  principal  entryway 
for  young  collectors  who  are  interest- 
ed in  fine  art. 

"If  you  want  to  get  a  Picasso  from 
the  late  Sixties  and  pay  $600,000  for 
it,  be  my  guest,"  says  Richard  Wester, 
head  of  photographs  at  Christie's.  "But  for  $600,000  you 
can  get  two  of  the  best  photographs  ever  made." 

For  a  whole  lot  less  you  can  still  get  seductive, 
masterful  works  of  art — even  important  ones.  Col- 
lectors can  spend  under  $5,000  for  major  works  by 
artists  like  Vik  Muniz  and  Gregory  Crewdson,  whose 
edgy  interrogations  of  pastoral  suburbia  are  showing 


Imogen  Cunningham  (1927),  Adam  Fuss  (1993). 


up  in  museums  like  the  Whitney. 

Wait  a  minute,  though.  Couldn't  someone  just  take  a 
negative  and  make  more  prints!* 

Theoretically,  yes — but  practically,  no.  The  photogra- 
phy market  is  essentially  self-policing.  Self-interest  puts 
teeth  into  oversight.  Reputable  dealers  and  artists  have 
more  to  lose  than  to  gain  by  allowing  the  promiscuous 


Things  to  know  before  you  buy 

Q  Limit  yourself  to  consider-     ^  Some  of  the  best  galleries 

and  dealers  are  listed  in  Pho- 
tography in  New  York  Inter- 
tiational.  For  local  listings 
call  the  Association  of  Inter- 
national Photography  Art 
Dealers  (202-986-0105). 


ing  work  shown  by  top  gal- 
leries and  museums. 
Magazines  to  browse 
include  Aperture,  Blind  Spot, 
Creative  Camera  and 
DotibleTake. 
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^  Platinum  prints  use  a  rare 
metal  for  a  finer  image  at 
generally  twice  the  price  of 
silver  prints.  C-prints  are 
what  you  get  from  the  local 
photo  shop.  Dye -transfer 
prints  are  the  finest  and  are 
less  likelv  to  fade. 


Q  "Vintage"  refers  to  work 
by  photographers  no  longer 
living,  or  to  prints  developed 
when  a  negative  was  made. 
They  tend  to  be  more  expen- 
sive than  those  prints  made 
long  after  the  original  nega- 
tive was  produced. 
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>W|     Robert  Polidori  (1986);  Paul  Outerbridge  (c.  1939);  Andre  Kertesz  (1926). 


reproduction  of  images.  Galleries  and  artists'  estates  care- 
fully track  the  editions  of  photographs  by  individual 
artists.  Sure,  there  are  unscrupulous  types  in  the  business, 
but  the  same  is  true  of  old  master  paintings — one  is  not 
substantially  more  susceptible  to  fakery  than  the  other. 

The  pictures  that  are  worth  the  most  were  made  in  the 
19th  century  and  the  first  half  of  the  20th.  A  lot  of  these 
can't  be  faked:  Many  of  the  processes  and  materials  used 
to  print  them  are  hard  to  imitate  today.  The  likelihood 
that  duplicates  will  turn  up  to  dilute  the  value  of  expen- 
sive prints  is  low. 

It  wasn't  until  1826  that  Frenchman  Joseph  Nicephore 
Niepce  took  the  first  photograph — of  rooftops — from  his 
attic  window.  In  an  effort  to  perfect  the  quality  of  the 
image,  Niepce  teamed  up  with  Louis  Jacques  Mandc  Da- 
guerre,  who  took  photography  to  its  next  level:  the 
daguerreotype. 

The  problem  with  the  daguerreotype  was  that  it  could 
yield  only  a  single  unreproducible  image.  That  problem 
was  solved  in  1839,  when  England's  William  Henry  Fox 
Talbot  produced  first  the  photogenic  drawing  and  then 
the  calotype,  the  forerunner  of  modern  photography,  in 
which  an  infinite  number  of  positive  prints  could  be  made 
from  a  single  negative  image. 

Great,  but  is  it  art?  You  can  argue  that  anyone  can  take 
a  photograph,  but  then  anyone  can  pick  up  a  chunk  of 
charcoal  and  draw.  Doesn't  mean  you're  Picasso. 

Today  the  debate  is  largely  moot.  It's  the  eye,  not  the 
finger  on  the  shutter  release,  that  creates  art,  as  the  art 


^  An  edition  is  a  fixed 
number  of  prints  produced 
from  a  single  negative.  Size 
can  range  from  just  a  few 
pnnts  to  hundreds.  As  an 
investment,  smaller  editions 
are  more  desirable  because  of 
their  scarcity  on  the  market. 


^  It  is  normal  that  older 
prints  show  signs  of  wear, 
but  always  examine  a  print  in 
raking  light,  held  up  to  the 
light  at  a  diagonal  angle. 
Also,  check  the  corners  and 
edges — the  more  intact  the 
better.  -R.G. 


world's  hea\T-hitting  institutions  increasingly  acknowl- 
edge. Both  Christie's  and  Sotheby's  run  major  spring  and 
fall  auctions  in  New  York  and  London.  Every  major  cit>' 
has  at  least  one  high -end  gallery. 

So  while  the  big  names  like  Man  Ray,  Paul  Strand 
and  Alfred  Stieglitz  remain  out  of  reach  of  most  collec- 
tors, there  are  plenty  of  fine  photographers  available  to 
the  rest  of  us.  ■■ 


Grand  hands 

Four  years  back  Henry 
Buhl  bought  an  Alfred 
Stieglitz  photograph  show- 
ing just  the  hands  of  painter 
Georgia  CKeeffe,  Stieglitz's 
wife  and  most  celebrated 
model.  Buhl,  now  67,  is  not 
a  man  for  half  measures. 
Today  Buhl  owns  more 
than  650  photographs  of 
the  human  hand  in  its  vari- 
ous configurations. 

"Hands  portray  a 
person's  entire  character," 
says  Buhl.  One  image  in  his 
collection  documents  the 
meeting  of  Nixon  and 
Klirushchev  in  the  famous 
Kitchen  Debate  of  1959. 
"You  see  the  leaders'  two 
heads,  but  it's  die  litde 
hand  of  Nixon  that  truly 
captures  the  tone  of  the 
meeting."  x\t  least  diat's  the 
v\ay  Buhl  sees  it. 

Buhl's  collection  spans 


the  history  of  photography 
and  includes  shots  by  some 
of  the  great  masters  of  the 
medium,  including  Paul 
Strand,  Robert  Frank  and 
Dorothea  Lange.  If  hands 
are  the  subject,  the  retired 
mutual  fund  manager  is  a 
formidable  buyer.  But  one 
of  Buiil's  lavorites  is  a  print 
of  an  old  man  playing  a 
cello  that  Buhl  scooped  up 
from  a  junk  vendor's  street 
lot  tor  $4.  -R.G. 
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First  floor:  tongues  and  tails,  green  banana  rr.  tm^^ 


7was  the 
I  night  before... 
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the  auction 

In  the  l.\te  afternoon 
of  Dec.  24,  1822  Clement 
Clarke  Moore  called  for 
his  sleigh  and  coachman  to 
take  him  to  New  York's 
Bowery  to  buy  last-minute 
turkeys  to  give  to  the  cit^^'s 
poor  for  the  holiday. 

By  the  time  the  sleigh 
had  plowed  through  Man- 
hattan's sno\\y  streets  back 
to  Moore's  home  on  West 
23rd  Street,  the  43 -year- 
old  theologian,  scholar 
and  philanthropist  had 
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composed  the  world's 
most  famous  Christmas 
poem,  "A  Visit  from  St. 
Nicholas."  He  read  the 
new  poem  to  his  delighted 
children  after  Christmas 
Eve  dinner. 

So  beloved  is  Moore's 
opus — the  only  poem  we 
remember  of  Moore's, 
although  he  wrote  many — 
that  Kaller's  America 
Gallery  at  Maq'^'s  just  paid 
S212,000foroneoffour 
known  copies  transcribed 
by  the  author.  The  work 
is  currendy  on  display. 

-Robert  Goff    Hi 
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You  can  have  your  photosafaris. 
For  me,  the  local  markets  are  one  of 
Africa's  greatest  attractions. 

The  world's 
first 

department 
store 

By  Richard  C.  Morals 


A 


t  6  a.m.  on  a  recent  Wednesday  local 
farmers  drove  cattle  through  the 
.gates  into  Rufiiia,  Kampala's  live- 
stock market.  The  animals,  brown-hide 
longhorns,  pawed  the  ground  and  frothed 
at  the  mouth.  Tongue-clicking  women 
under  thatch  sold  tea  from  large  urns.  Hag- 
gling began. 

I  followed  the  animals  into  the  abattoir 
next  door,  where  for  S6  a  head  they  were 
slaughtered.  A  sickly  sweet  smell  hung  in 
the  air;  blood  festooned  the  w^alls.  The 
carcasses  w^ere  hooked  to  a  mechanized 
chain  and  hauled  by  their  necks  along  a  line 
of  butchers,  each  with  his  own  dutv^.  An  ax 
fell  into  the  carcass'  chest  cavity.  Blood 
splattered  across  my  shirt  and  pants,  and  a 
crimson  tide  washed  over  the  cattle  traders' 
sandaled  feet. 

Other  butchers  hacked  off  tails  and 
tongues,  or  stacked  horns,  which  would 
later  be  burned,  crimibled  and  fed  to  chick- 
ens. Dozens  of  young  traders  foUow^ed  the 
carcasses  on  their  slaughterhouse  journey. 
By  the  time  the  carcasses  were  fully  reduced 
at  the  other  end  of  the  abattoir,  traders  had 
already  bought  and  sold  the  pieces  a  half- 
dozen  times. 

I  looked  down  at  the  hooves  neatly 
stacked  near  my  feet.  "Hooves  are  deli- 
cious," said  trader  George  Mayonja.  "Have 
you  tried  them  vet?" 

Africa.  Packaged  safaris  are  fine,  but  it's 
in  the  markets  that  you  really  experience  an 
African  country.  This  is  where  local  life — in 
all  its  unrefined  rawness— hangs  out  like  a 
rack  of  exposed  ribs.  Unsettling.^  I  always 
walk  away  from  my  market  pilgrimages 
:uriously  uplifted,  my  senses  inflamed.  The 
country  enters  you  through  your  pores. 
This   is  life   with   the   fancy  packaging 


removed.  This  is  the  way  life  w^as  for  many 
of  our  great-grandparents. 

By  8  a.m.  the  slaughtering  at  Rufula  was 
coming  to  an  end;  light  filtered  through 
Kampala's  flame  trees.  I  hurried  my  driver 
on  through  rush-hour  traffic  to  Nakasero, 
the  vegetable  market.  Teenage  "coffee 
boys"  pushed  through  the  throngs,  guiding 
dust}',  just-arrived  farmers  with  their  sacks  of 
coffee.  In  the  early  hours,  coffee  boys  find 
out  what  exporters  are  paying  for  robusta 
and  arabica.  For  a  fee  the  boys  guide  the 
arri\ing  pro\incials  to  the  highest  prices. 

Nakasero  was  hopping.  Straw  baskets  of 
kidney  beans,  bowls  of  cabbage,  urns  of 
thick  butter.  Women  shelled  beans,  sipped 
milk>'  tea.  I  hovered  near  the  pyramids  of 
spices,  a  hallucinatory  mix  of  fresh  bay 
leaves,  cinnamon  sticks,  vanilla  pods.  The 
shrieking  of  chickens  hauled  out  of  cages  by 
their  wings  pulled  me  to  a  dark  corner.  I  was 
offered  a  black-feathered  cock  for  $5. 

Kampala  was  well  stocked  but  expensive. 
Nothing  like  the  threadbare  markets  I  had 
seen  recently  in  Madagascar. 

You  think  Americans  or  Brits  invented 
the  department  store?  You  haven't  seen 
Kampala's  Owino  market  behind  NakixTibo 
stadium.  It  goes  on  for  20  cit>'  blocks,  stall 
after  stall.  Here  you  can  ha\e  your  hair  cut 
and  dyed,  or  buy  bags  of  peanut  sauce  to 
go  with  a  starchy  green-banana  mash  called 
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I  A  hidden  gem  from  Akira  Kurosawa 


matoke.  You  can  window-shop  mounds  of 
pink  and  yellow  curry  and  millet,  heaps  of 
colorfiil  Tupperware-like  bowls,  secondhand 
T  shirts  and  tins  of  Nile  Perch  broth.  Or  you 
can  thumb  through  mountains  of  old  maga- 
zines. Smiling  Charles  Kisito  told  me  he  sold 
$60  worth  a  month.  The  biggest  seller.  Chic, 
couples  breathless  erodca  in  a  sort  of  pidgin 
English  with  eye-catching  headlines:  "Nast)' 
Granny  starved  us,"  or  "Don't  clip  your  clit." 
Some  things  are  universal. 

At  a  string  of  arts-and-crafts  stalls  near 
Radio  Uganda,  I  bought  neady  carved  salad 
servers  and  a  simple  but  haunting  African 
mask.  For  my  daughter  I  got  two  model 
giraffes.  Total  cost:  $12. 

Coffin  Alley  came  as  a  shock.  It  first 
appeared  in  the  1970s  near  the  Kampala  traf- 
fic circle  where  Idi  Amin  publicly  executed 
his  victims.  Today  the  barren  boxes  and  a 
string  of  signs — crude  crosses  and  coffins 
painted  in  black — are  a  reminder  that  aids 
keeps  this  Ugandan  trade  brisk. 

Enough.  I  told  my  dri\'cr  to  take  me  back 
to  the  five-star  hotel  on  the  hill,  past  the 
boulevard  of  Cuban  royal  palms,  back  to  my 
room  service  and  CNN.  I  couldn't  shake  the 
abattoir's  smell  from  my  nostrils.  Nor  the 
feeling  that  I  had  peered  behind  the  cosmet- 
ic euphemisms  that  Westerners  use  to  make 
the  world  seem  a  more  genteel  place  than  it 
really  is.  [^ 
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-    Ix  THE  EARLY  1950S  the  brilliant 
E    Japanese  director  Akira  Kurosawa 
jC    set  out  to  make  a  real  jidai-geki,  a 

period  film  that  could  hold  its 
own  as  great  moviemaking  and  not 
merely  a  costume  drama  like  others 
in  the  genre.  His  ambition  resulted 
in  three  sensational  samurai  films. 
Even  if  you  haven't  seen  them,  you 
have  probably  caught  their  incarna- 
tions as  western  classics.  TJie  Seven 
Samurai  (1954)  served  as  the  model 
for  John  Sturges'  Magnificent  Seven 
(1960);  and  Tojimbo  ( 1961 )  became 
Sergio  Leone's  A  Fistful  of  Dollars 
(1964). 

It's  Kurosawa's  overlooked  third 
masterpiece  in  this  series  that  proba- 
bly had  the  greatest  impact:  Tl}e 
Hidden  Fortress {\9h^)  haunted  the 
imagination  of  a  young  moviemaker 
named  George  Lucas  and  ultimately 
emerged  from  his  Holl\"\vood- 
addled  brain  as  Star  Wars.  The  plot 


sets  and  fabulous  costumes.  The  film 
also  marks  the  first  project  where 
Kurosawa  uses  a  wide-screen  camera, 
which  he  uses  to  turn  the  screen  into 
a  sweeping  canvas.  In  one  scene 
thousands  of  slaves  pour  into  the 
picture,  and  you  can  see  how  a 
George  Lucas  could  fall  under  its 
epic  spell.  But  elsewhere  Kurosawa 
uses  his  wide-screen  technique  to 
equally  dramatic  effect  simply  by 
panning  along  an  empt\-  landscape  of 
dust\-  plain  and  dead  sk\-  to  drama- 
tize the  ravages  of  cinl  war.  A  master 
is  at  work  here. 

Of  course  no  screen  is  truly  wide 
enough  for  the  moxie's  towering 
star,  the  implacable  Toshiro  Mifiane. 
John  Ford  had  his  John  Wayne  and 
Ingmar  Bergman  his  Max  von 
Sydow ;  Kurosawa's  perfect  protago- 
nist was  always  Mitune — by  turns 
antic,  noble,  ine\itably  heroic  with- 
out e\er  losing  his  humanity-.  Few 


of  The  Hidden  Fortress  may  sound 
familiar:  A  headstrong  princess  must 
be  rescued  from  the  clutches  of  an 
e\il  army  by  a  variegated  band  of 
do-gooders.  You  can  detect  the 
protonpes  for  Star  IFntj-.f  robots 
C3P0  and  Pv2-D2  in  Fortress'  \^\o 
comical  farmers,  always  either  bick- 
ering or  backing  each  other  up.  A 
rental  of  this  classic  video  will  con- 
\ince  you  why  Kurosawa  remains 
one  of  moviedom's  greatest 
storxtellers. 

Tlie  Hidden  Fortress  \ividly  depicts 
16th-century  Japan  with  intricate 


cmemanc  sequences  are  more  awe- 
inspiring  than  Mifi.me's  horseback 
pursuit  of  t\vo  brigands,  both  hands 
on  the  blade  he  brandishes  above 
his  head. 

But  Kurosawa  always  likes  to 
puncture  empt\-  m\th-making.  "Stop 
looking  so  noble,"  snaps  Princess 
Yukihime  to  Mifiane  as  they  plan  her 
escape.  You  could  almost  put  the 
same  dialogue  in  the  moutii  of 
Lucas'  Princess  Leia  as  she  twits  Han 
Solo.  Forget  about  the  overblown 
re-release  of  the  Star  Wars  Trilojj}: 
Try  the  original.      -Ben  PArr.\s  Mi 
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thoox  from  with  ndes  starong  at  $99.99. 
For  mofe  information  and  a  fre<  brodiure,  cal: 

I'itt'U'HJIY 


books/authors/publishers 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 

Religious,  Poetry,  Children's. 

AUTHORS  WORLDWIDE  INVTrtD. 

MINERVA  PRESS 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent 
executive  audience:  Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-81 8S 

or  E-mail:  Uoren@foii)es.co)u 
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ACURA 
www.ACURA.com 


HITACHI  AMERICA.  LTD. 
www.hftadii.coni 


The  Oriental.  Bangkok 
www.mandarin'Orfental.coni 


Amciicati  Century  Investments 
www.americ3ncentury,com 

American  Society  of  Interior  Designers 
www.interiors.org 

Ameritedi 
www.ameritech.com 

AmeriTrade 
www.amerf  trade.com 

Cadillac  Motor  Division 
www.cadiliaccom 

Chevrolet  Corvette 
www.chevroletcom 

The  Cloister,  Sea  Island,  Georgia 
www.seaisiand.com 

Control  Data  Systems 
www.cdccom 

Dodge  Caravan 
www,4adodge,com 

Equistar  Chemjcais,  LP 
www.lyondcll.com 

Fannie  Mae 
www.fannjemae.com 


JL  Kellogg  Graduate  Sdiool  of  Management 
Executive  Programs 

www,kellogg.nwu.edu 


J.P.  Morgan  &  Co. 
www.jpmorg3n.c9m 

Kahala  Mandarin  Oriental,  Hawaii 
www.mandarfn-orienta1.oom 

lawson  Software 
www.law$on.com/guide 

Lincoln-Mercury  Town  Car 
www.lincolnvdiides.com 

Maker's  Mark  Distillery  -  Bourbon  Whisl^ 
www.makersmarLcom 

Muhlenkamp  &  Co.,  Inc. 
www.niuhlenkamp.com 

Network  Solutions,  WorldNIC  Services 
www.woridniccom 

State  of  Ohio 
www.connectohio.com 

OLDE  Discount  Stockbrokers 
www.OLDE.com 

Oldsmobile 
www.oldsmobile.com 


P^ndesfc  LLC  The  Internet  Co. 
from  hitd  &.  SAP 

www.pandesfccom 


The  Prindpal  firnndai  Group 

www.prfndpal.com 
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Ricoh  Corporation 

I 

www.rfcioh-u$axom 
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Sony  PlayStation 

ntei 

www.play$tation.com 
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T.Rowe  Price 

Iiiini 

www.troweprlcexom 

impc 

TCG  -  Tdeport  Communications  Group 
www.tcg.com 


3M 
www.mnim.com 

Toshiba 
http  ;//coniputer$.tosliiba.com 

Toyota  in  America 
www.toyotausaxom 

Transamerica 
www.t7ansanierfca.com 

Yukon  by  GMC 
www.yukon.gmc.com 
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FLASHBACKS 


EDfTED  BY  DERO  A.  SAUNDERS 


The  more  things  change..." 
^0  yea]*s  ago  in  Forbes 

(From  the  issue  oe  Jan.  1,  1928) 
["The  rapid  growth  of  industry  in 
Southern  California  reveals  a  situation 
>eculiar  to  the  West  alone.  The  differ- 
mce  between  the  East  and  the  West  is 
that  in  the  West,  manufacturing 
icludes,  or  did  recendy,  much  more 
the  way  of  constructive  effort  than 
[in  any  old,  settled  community." 


'-*-«.  ,."';*?wx?«r»^. 


V 


By  1927  Los  Angeles  was  importing 
water  256  miles  from  the  High  Sierras. 


"Charles  M.  Schwab  believes  that 
'human  engineering'  is  of  'paramount 
importance'  in  building  up  a  sound, 
satisfactory,  prosperous  America. 
Unlike  Henry  Ford,  Schwab  regards 
man  as  of  greater  moment  than  the 
machine.  The  veteran  steel  master 
realizes,  probably  clearer  than  he  did 
during  the  more  strenuous  years  of  his 
life,  that  the  well-being  of  human 
beings  comes  first,  the  well-being  of 
industry  second." 


60 


years  ago 


(From  the  issue  of  Jan.  1,  1938) 
"Many  businessmen  have  poems 
and  other  bits  of  the  classics  under 
the  glass  on  their  desk,  which  they 
study  during  lulls  in  a  meeting,  while 
listening  to  a  tedious  telephone  con- 
versation, and  at  other  odd  moments. 
In  this  way,  a  Chicago  executive 
memorized  the  Declaration  of 
Independence,  the  U.S.  Constitution 
and  many  epochal  state  papers." 

"Wages  in  the  petroleum-refining 
industry  stood  in  July  at  96.6  cents 
per  hour,  an  all-time  record  high,  and 


1930s  prefab,  built  in  just  25  days. 


50%  above  the  boom  year  of  1929. 
This  compares  with  an  average  hourly 
wage  of  65.7  cents  for  all  other  man- 
ufacturing industries  in  the  U.S." 

50  years  ago 

(From  the  issue  oe  Jan.  1,  1948) 
"The  uptrend  of  business  w  ill  con- 
tinue at  least  for  the  first  quarter  of 
1948,  according  to  all  Washington 
guideposts.  New  Year  forecasts  are 
hedged  with  the  usual  ifs,  but  the 
end  of  the  post-war  boom  is  not  yet 
in  sight.  Recession  is  still  beyond  the 
horizon,  though  many  economists 
and  politicians  wish  they  could 
arrange  just  a  slight  dose  of  it." 

"Everyone  assumes  that  President 
Truman  will  head  the  Democratic 
ticket  in  1948.  Very  widespread  is 
the  belief  that  he  will  be  elected 
unless  General  Eisenhower  or 
General  MacArthur  opposes  him." 

25  years  ago 

(From  the  issue  of  Jan.  1,  1973) 
"So  big  have  corporate  write-offs 
been — $3.4  billion  in  the  last  seven 
years,  with  most  of  it  in  the  last  nvo — 
that  tiie  editors  of  FoRBES  decided  we 
must  somehow  reflect  them  in  our 
five-year  Yardsticks  of  Growth  and 
Profitability.  We  have,  in  effect, 
deducted  the  fi.ill  amount  of  the 
major  write-offs  fi-om  earnings  for  the 
last  seven  years.  The  result,  in  many 
cases,  is  a  dramatic  drop  in  profitabil- 
ity and  in  earnings  growth.  So  drastic 
were  some  write-offs  that  31  compa- 
nies on  our  list  ended  die  year  with  a 
negative  return  on  equity." 

"The  whole  finance  industry,  espe- 
cially banks,  used  to  be  dull,  dull, 
dull.  But  it  takes  only  a  bit  of  pros- 
perity for  analysts  to  see  prosperity 
lasting  forever.  So  it  is  not  surprising 


that  for  many  analysts  the  bank 
stocks  are  now  close  to  being  glam- 
our stocks." 

"Finland's  government  has  draft- 
ed a  bill  for  its  parliament  that 
would  set  up  a  so-called  business 
cycle  tax  whereby  corporations 
would  pay  higher  taxes  during 
favorable  economic  periods  and  get 
government  grants  and  credits  dur- 
ing downturns." 

10  years  ago 

(From  the  issue  oe  Dec.  28,  1987) 
"Citicorp — lender  to  the  world, 
banker  to  the  corporate  elite  and 
budding  global  investment  banking 
power — now  also  owns  the  seventh - 
largest  and  fastest- 
growing  savings 
and  loan  ner\\ork 
in  the  U.S.  From  a 
standing  start  in 
1982,  Citicorp 
now  has  some  290 
S&L  offices  from 
California  to 

Florida,  with  assets 
of  S16.1  billion. 
With  the  help  of  falling  interest  rates 
and  some  subsidies  from  thrift  regu- 
lators, Citicorp  has  done  a  remark- 
able job  turning  around  all  its  s&Ls, 
all  of  which  had  tailed." 

"Is  the  stock  market  scornfijl  of 
Ford  Motor?  At  75,  the  stock  is  at 
four  times  earnings  and  a  litde  more 
than  twice  the  $35  a  share  in  cash 
Ford  is  sitting  on.  Factor  out  the 
cash,  and  the  auto  business  is  trading 
for  about  two  times  earnings.  That's 
prett}'  cheap  for  a  company  with  ris- 
ing market  share,  widely  copied 
st)'ling  and  a  hot  line  of  trucks."  Bi 


Ford  Motor's  Donald  Petersen 
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Here  are  the  Thoughts  editor's  picks  of  the  best  quotes  of  1997: 


There  is  no  joy  surpassimf 
that  which  spririjjs  from 
consciousness  of  work 
well  done,  whether  that 
work  be  driving  an  engine 
or  manajfinjj  a  railroad, 
s}veepin£[  a  bank  floor 
or  filling  its  presi- 
dential chair,  sellin£[ 
a  bill  of£ioods  or 
directinpf  a  vast  sales 
force,  operatin£i  a 
machine  at  the  bench  or 
runnin£i  a  £[reat  factory. 
No  theatre,  no  movie 
show,  no  picnic,  no  va- 
cation can  yield  the 
same  satisfyin£i  pleasure 
as  is  derived  from  put- 
ting forth  in  honest 
work  the  best  that  is 


in  us. 


-B.C.  Forbes 


A  Text  ... 

Live  jo^'fully  with  the 
wife  whom  thou  lo^xst 
all  the  days  of  the  life  of 
thy  vanity,  which  he  hath 
given  thee  under  the  sun, 
all  the  days  of  thy  vanit}': 
for  that  is  thy  portion  in 
this  life,  and  in  thy  labor 
which  thou  takest  under 
the  sun. 

-ECCLESIASTES  9:9 


Sent  in  by  Robert  W.  Eidson, 
Springfield,  Mo.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


It  often  happens  that  I 
wake  up  at  night  and  begin 
to  think  of  a  serious  prob- 
lem and  decide  that  I  must 
tell  the  Pope  about  it.  Then 
I  wake  up  completely  and 
remember  that  I  am  the  Pope. 
-Pope  John  XXIII 

There  are  several  good  pro- 
tections against  temptations, 
but  the  surest  is  cowardice. 
-M\RK  Twain 

What  the  large  print  giveth, 
the  small  print  taketh  a%\'ay. 
-Anonymous 

I  have  found  that  all  ugly 
things  are  made  by  those 
who  strive  to  make  something 
beautiful,  and  that  all 
beautiftil  things  are  made 
by  those  ^\"ho  strive  to 
make  something  useftil. 
-Osc\R  Wilde 


'Tis  sweet  to  know  that 

stocks  will  stand 
When  we  \\ixh  daisies  lie. 

That  commerce  will  continue, 

And  trades  as  briskly  fly. 
-Emily  Dickinson 

Ephesians,  be  rich!  I  cannot 
wish  you  worse. 
-Heraclitus 

Outside  of  a  dog,  a  book 
is  a  man's  best  friend. 
Inside  a  dog  it  is  too 
dark  to  read. 
-Groucho  Marx 

Wouldn't  it  be  much  worse 
if  life  were  fair  and  all 
the  terrible  things  that 
happen  to  us  happen  because 
we  really  deserve  them.- 
-J.M.  Str.\cz\'nski 


I  don't  want  any  yes-men 
around  me.  I  \\'ant  everyone 
to  tell  the  ti-utii — even 
though  it  costs  him  his  job. 

-S.\MUEL  GOLD\VYN 

WTien  one  teaches,  two  learn. 

-Robert  H.\lf 

Age  is  mind  over  matter. 
If  you  don't  mind,  it 
doesn't  matter. 
-Satchel  P.\ige 


More  than  14,000  "Thoughts,"  arranged  alphabetical- 
ly by  subject,  are  available  in  a  900-page  one-volume 
deluxe  edition,  Fortes  Book  of  Quotations:  Thoughts 
on  the  Business  of  Life.  The  price  is  $40.00,  plus 
$3.50  shipping  and  $1.00  per  item  for  handling  (add 
applicable  sales  tax). 

Also  available:  the  TTxjtghfe  Screen  feverfor  PC 
[.Wrxkws  3:^  diskette),  fc  S  19.95. 
To  orc<,-,  piease  call  toll-free.  1-800-876-6556. 


The  two  things  that  people 
\\'ant  more  than  sex  or  money 
are  recognition  and  praise. 
-AL\RY  K\Y  Ash 

When  I  stand  before  God  at 
the  end  of  my  life,  I  would 
hope  that  I  would  not  have 
a  single  bit  of  talent  left 
but  could  say,  "I  used 
ever\iiiing  you  gave  me." 

-ERa\L\  BO.\lBECK 

Divorce  is  probably  of  nearly 
the  same  date  as  marriage. 
I  believe,  however,  that 
marriage  is  some  weeks 
more  ancient. 

-VOLT.\IRE 

The  Eiffel  Tower 
is  the  Empire  State 
Building  after  taxes. 

-ANONi'.MOUS 
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Cohiba  cigars 

Years  in  development  of  new  blend:  6 
Nature  of  blend:  3  varieties  of  Cuban  seed 
Wrapper:  gro\Nn  in  Cameroon,  West  Africa 
Binder:  Jember 

Characteristics:  rich  ye\  not  harsh 

Origin:  Santiago,  Dominican  Republic 

History:  manufactured  by  Diaz  y  Cja  since  1978 
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A  world  beyond  other  cigars 
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Past  and  present  come  together  in  Cohiba. 


The  image  is  one  of  another  time  and  place. 


The  spirit  is  one  of  here  and  now. 


And  the  rest  is  up  to  you. 


A  world  beyond  other  cigars 


Cigars 


Accessories 


Apparel 


For  a  Cohiba  brochure  including  a  comprehensive  shape  chart,  call  1-888-622-683.6  or  visit  us  on-line,  http://cigarworlci.com. 
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GAIMtRH  U.S.A. 


AMERICAN 


SPORTSXA/EAR 


New  York 
Beverly  Hills 
Costa  Mesa 
Bal  Harbour 
Honol ul u 
Vancouver 
Chicago 
(888)  88ZEGNA 

BARNEYS  NEW  YORK 

BERGDORF  GOODMAN 

BOYDS 

LARRIMORS 

LOUIS  BOSTON 

MITCHELLS 

NEIMAN  MARCUS 

M. PENNER 

POCKETS 

RICHARDS 

HARRY  ROSEN  TORONTO 

RUBENSTEIN  BROS. 

SAKS  FIFTH  AVENUE 

ULTIMO 

WILKES  BASHFORD 
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ALFRED   DUNHILL 
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The  New   Umqie  Sports   I.  k.hier 

New    York       Bexeri.v    Hills       Bos  ion         Chicago       Cosia   Mesa 
H  o  N  o  L  L'  L  u       Houston       Las   V  e  c.  a  s       San   F  r  a  n  c:  i  s  c  o 
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New  York      Beverly  Hills      Atlanta      Bal  Harbour  Shops      Bala  Cynwyd      Banff      Beocfiwood  OH      Bermuda      Boca  Raton      Bogota 
Boston      Birmingtiam  AL      Carmel      Charlotte  NC      Chicago      Cincinnati      Columbus  OH      Dallas      Denver      Edmonton      Fairfax  Square 
Houston      King  of  Prussia      Las  Vegas      Manhasset     Mexico  City     Miami      Minneapolis      Montreal      Newport  Beach  CA 
Oakbrook  Mall      Old  Orchard  Mall      Palm  Beach      Palm  Beach  Gardens      Portland  OR      Riverside  Square      San  Diego      San  Francisco 
Santa  Clara  CA      Scottsdale      Sherman  Oaks      Short  Hills      South.  Coast  Plaza      Toronto      Troy  Ml      Vancouver.       1800.458.4131. 
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LOUIS  VUITTON 


Only  at  Blooniingdale's.  His  spirits  will 
soar  when  he  unwraps  these  silverplated 
airplane  cuff  links,  50.00 


Links  of  London.  Travel  clock  in  leather 
carrj'ing  case,  115.00 


Tateossian  London.  Giobai  cull  links  in 
lapis  and  sterling  silver,  300.00 


holiday  gifts  reserved  for  the  Ist-class  traveller 


blGDfningdQle's 


To  order,  call  1-800-555-SHOR  item  reference  #M443.  9.00  deliven  fee.  allo\v  two  weeks  for  deliver)'. 
For  personal  shopping  assistance,  call  At  His  Senice.  212-705-3030. 


Metropolitan  View,  Only  at  Blooniingdale's.  Valet/manicure 
kit  in  black  leather,  75.00. 


PalniPUot  Personal'  by  3Com.  Pocket-sized  organizer — instant 
access  to  datebook,  addresses,  to-do  s  and  memos.  249.00 
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THE  SOLE  OF  SUCCESS. 


baseball's  1996 


ftstop  Derek  Jeter  gets 
noticed.  Whether  on  the  field  in  pinstripes  and 
cleats  or  off  the  field  in  his  favorite  Florsheim 
Imperials.  Derek  is  a  man  of  style. 


FLORSHEIM 


..eiiii.coin,  For  locations  coll  1-800-446-3500 
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THE  NEW  VOLVO  V|()  AWD  CROSS  COUNTRY.  LIFE.  LIBERTY  AND  THE  PURSUIT  OF  JUST  ABOUT  ANYTHING  YOU  PLEASE. 

It  is  the  last  thinf;^ou  would've  expected  from  Volvo -a  car  that  can  not  only  help  save  your  life,  but 
help  save  your  slul.  But  with  its  rugged  leather  and  canvas-like  interior,  67  cubic  feet  of  cargo 
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space  (with  rear  seat  down),  and  remarkable  all-wheel-drive  traction,  the  Volvo  V70  AWD  Cross 
Country  can  see  you  through  just  about  any  adventure  life,  or  your  soul,  may  have  in  store.  For  car 
specifications,  visit  the  Volvo  Web  site  at  http://www.volvocars.com.  Drive  Safely. 
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PETER  DE  NATALE 


aROADWAV 


N  E«     VOBK.     NEW     YORK     lOOJg 

Downtown  •  170  Broadway,  Suite  205  •  212-349-2355 

Midtown  •  400  Madison  Avenue,  Suite  406  •  212-317-2955 

Outside  New  Yorl<,  call  toll-free  800-828-2930 


For  a  Honora  brochure  and  a  jeweler  nearest  you  call  toll-free  1-888-2-HONORA 


Jewelry  enlarged  to  show  detail.   ©1997  Honora  Designs  Copyrighted 
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HARRY  WINSTON 

The  Ultimate  Timepiece 


r 


--sr— 


NEW  YORK 


-^;= 


THE  OCEAN  WATCH  COLLECTION 

PLATINUM  DIVING  WATCH  WITH  ROTATING  BEZEL; 
WATER-RESISTANT  TO  A  DEPTH  OF  300  FEET 


BEVERLY  HILLS 


GENEVE 


PARIS 


TOKYO 


718  FIFTH  AVENUE  371  N.  RODEO  DRIVE  24,  QUAI  GENERAL  GUISAN  29,  AVENUE  MONTAIGNE         HOTEL  SEIYO,  1,GINZA,  CHUO-KLJ 


(212)245  2000 


(310)2718554 


(22)818  2000 


(1)47  20  03  09 


(3)  3535  6441 


Features 

How  I  Spent  My  Snmmit  Vacation  The  an  of  Aconcagua  us 

Johnny  Apple  Ate  Here  Best  chow  in  Europe  128 
Chrome  Appetit  a  few  brilliant  appliances  138 

Second  Chance  Smoke  it's  never  too  late  to  light  up  142 

Ine  Works  Looking  back  at  classic  watches  150 

Oh,  Nnrse,  More  Belnga  Please  Highest-end  healthcare  ise 

As  Yon  Like  It  Design-it-yourself  luxuries  168 

Something  Sort  Of  Grandish  Life  is  a  cabaret  175 


ExCeSSOrieS  Holiday  on  ice  180 


Page  756 


The  culinary  apex  of  modem 

medicine  may  be  Mt 
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Now  available  in  steel. 
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geometry  in  shaft  design.  Engineered  to  really  make  a  difference,  the  shaft  is  softer  at  the  butt  to 
deliver  an  exceptional  feel.  It's  stiffer  at  the  tip  for  maximum  shot  control.  It's  lighter  to  add  power 
to  every  shot.  Power,  feel  and  control,  what  else  can  we 
say,  it's  absolutely  the  best. 


;^tir 


w^w.cobragolfcom 


'v        r 


*?' 


vV^ 


5*^-'' 
',-^- 


DVX8000  MULTIMEDIA  HOME  THEATER 

Experience  DVD  movies,  DVD-ROM  gaming,  even  the 
Internet  with  intense  sound  and  graphics.  DVX8000    ' 
manages  and  enhances  your  entire  home  theater  set-up.  Vid 
Hne  doublet,  3-D  graphics  accelerator  and  audio  technoi 

Dolby  Oigical  is  a  trademark  of  Dolby  Laboratories  Licensing  Corp. 


1 


DVX8000 


YOU 


I  Marantz*  (including  Dolby  Digital'").  All  integrated  with 
wcrKil  multimedia  PC  functionality.  It's  entertainment  to 
c  extreme.  Available  at  select  dealers.  For  more  info  on 
lilips  Extreme  Home  Entertainment  call  1-888-486-6272 
visit  us  atwww.mmhometheater.com 

997  PWIIpj  Electronics  North  Ann»rlc«  Corp. 


The  only  thing  that  would  make  the  food  at 

Kapalua  better  is  knowing  that  it's  only 
a  lap  or  two-way.    Now  it  is. 
lalekulani  has  brought  their  celebrated  service  to  the 

^^^  1^^  Kapalua  Bay  Hotel. 

*^tfnl|||^  ServfcetlTat7rave/  &  Leisure  rated  among 
-  -Mto      IWKthe  top  ten  in  the  world. 

[experie(Jce  t'hefpersonal  attention 

lintiimate  resort  on  Maui. 


Crtil  your  irtu^(>i  pt  *»/<',>. u\) Hi! /  ,)t  .•«.»//  «,..  ,u 


Jr 


Kapahui  Bay  Hotel 

On  Mew's  Fine^ft  Beaeh 


PRESIDENT 

Robert  Forbes 

EDITOR 

Christopher  Buckley 

executive  editor 

Patrick  Cooke 

MANAGING  EDITOR 

Allison  Moir 
creative  director 

Mark  Grischke 

SENIOR  EDITORS 

Neal  Santelmann 

Jeff  Turrentine 

editor  at  large 

Geoffrey  Norman 

creative  assistant 

Kitty  Dubin 

forbes  digital  cool  editor 

Charles  Dubow 

contributing  editors 

James  Y.  Bartlett  Go/f 

Parnelli  Jones  Cars 

Joseph  T.  Mullen  Security 

DESIGN  DIRECTOR 

Penny  Blatt 

ADVERTISING 

Sherry  Phillips  Manager 

Jill   Harris  Manager  West 
PRODUCTION 

Peter  I.  Pallans 
Alan  Biederman 

assistant  to  the  president 

VicKi  Rogers 

FYI  ONLINE,  DIGITAL  COOL 


WWW.FORBES.COM 


Copyright  ©  1997  Forbes  Inc.  All  rights  resen'ed. 
Printed  in  U.S.A. 


k 


The  Difference  Between  Having  People 
Over  and  Having  Company. 

True  hospitality  is  in  the  delectable  details.  And  nothing  extends  so  warm  a  welcome  as  our  Biscotti  dipping  cookies, 

flavorful  array  of  Cafe  Codiva  after-dinner  coffees,  and  irresistible  chocolates.  For  the  Godiva  boutique  nearest  you, 

call  1-800-9-GODIVA.  Or  visit  us  on  the  Internet  at  wwwgodiva.com.  Or  AOL  (keyword:  GODIVA). 


New  York 


Paris 


GODIVA 

Chocolatier 


Tokyo 


Brussels 


I  i«>t  Uliinr 


Dennis  Leight,  Oliver  Peoples 

Opticians  Co-Founder, 

wears  our  OP-570  frame. 

What's  your  frame  of  mind? 

OLIVER  PEOPLES' 


Oliver  Peoples  Opticians 

Los  Angeles 

Bergdorf  Goodman 

New  York 

Neiman  Marcus 

Beverly  Hills*/ Houston 
NorthPark/San  Francisco 

•Optical  services  available  by  Oliver  Peoples 

Gruen  Optika 

New  York/East  Hampton 

Au  Courant 

Bal  Harbour/ Princeton /Troy 

Dan  Deutsch  Optical  Outlook 

Studio  City/Pacific  Palisades 
Brentwood/Manhattan  Beach 

Georgetown  Opticians 

Washington  D.C. 

Ossip  Optometry 

Indianapolis 

Optique 

Philadelphia 

Dr  Weisman  Optometrist 

Tucson 

Optica 

Boston/Chicago/Houston/ Las  Vegas 


(the  fyi  mailbox) 


Letters  From  The  Editor 


OOWDD' 


Dear  Editor, 

I  was  outraged  to  read  a  passage  in 
your  recent  article  on  jury  duty  ('Wel- 
come To  Jury  Duty!",  FYI,  Fall  1997) 
that  began,  "It  is  not  uncommon  for 
judges  to  start  proceedings  at  10:30 
a.m.,  call  a  two-and-a-half  hour  lunch 
recess  and  adjourn  for  the  day  at  4 
p.m.,  for  a  total  workday  of  three 
hours."  You  then  went  on  to  charge: 
"This  allows  them  plenty  of  time  for 
writing  letters  to  the  editor  com- 
plaining of 'case  overloads,'  'clogged 
courthouses'  and  'overwork.'" 

Mr.  Buckley,  let  me  point  out  to 
you  that  as  a  judge  of  20  years  ex- 
perience in  the  Superior 
Court  of  the  State  of  New 
York,  I  have  never  been 
so  insulted.  The  con- 
tempt and  utter  lack  of 
understanding  with 

which  you  treat  this  pro- 
fession is  appalling. 

It  so  happens  that  I 
could  be  earning  three 
times  what  I  do  today  if  I 
were  in  private  practice,  and  be  living 
high  on  the  hog  to  boot.  Instead,  I 
made  a  choice  to  serve  the  people, 
and  have,  uncomplainingly,  put  up 
with  conditions  that  you  could  not 
begin  to  comprehend:  a  virtual  flood 
of  new  cases  each  year,  hallways  over- 
run with  defendants  and  a  fatigue  at 
the  end  of  the  day  I  never  knew  it 
possible  for  a  human  being  to  endure. 
Why,  at  this  very  moment,  as  I  sit  in 
my  chambers,  an  unair-conditioned 
courtroom  stuffed  with  so-called 
"citizens"  waits  for  me  to  preside  over 
a  case.  The  process  of  law,  the  very 
foundation  upon  which  our  society  is 
based,  is  being  held  up  this  after- 
noon for  one  reason,  and  one  rea- 
son only:  because  you  need  setting 


straight,  young  man.  And  I'll  give  you 
a  warning:  you  would  do  well  to  steer 
clear  of  my  courtroom. 

Hon.  Edward 

BiSPHOM  WiTHERILL 

Part  32 

New  York  State 

Superior  Court  Building 

New  York,  New  York 

Editor, 

Regarding  your  recent  travel  story  in 
FYI  "Getting  Beyond  the  Volcano: 
Montserrat's  Mystique  Undimin- 
ished!" Let  me  enlighten  you  as  to  a 
couple  of  observations  my  wife  and  I 
made  recently  on  a  trip  we 
took  to  the  British  island 
colony — upon  YYl's  rec- 
ommendation. 

First,  we  did  not  fmd, 
as  your  writer  did,  the  mas- 
sive eruption  of  a  volcano 
and  total  disruption  of  is- 
land Hfe  a  mere  "quibble" 
with  our  stay.  Hot  ash  and 
cinders  hailing  from  the 
sky,  sir,  are  not  a  "nuisance,"  they  are 
a  serious  hazard  we  should  have  been 
made  aware  of  Buildings  and  vehi- 
cles ablaze,  power  and  water  cut  off, 
and  refugees  fleeing  with  pushcarts 
do  not — at  least  to  my  wife  and  I — 
paint  the  portrait  of  "laid  back  island 
life  where  eveiy  setback  is  met  with  a 
smile." 

We  arrived  at  our  hotel  to  fmd 
that  it  had  been  evacuated  for  some 
time  and  that  the  only  people  around 
were  actually  looting  the  place  and 
encouraging  us  to  join  in.  We  asked  a 
policeman  idling  nearby  where  we 
might  put  up  for  the  night  and  soon 
discovered  what  your  writer  described 
as  the  island's  "playful  sports-themed 
accommodations."  To  wit:  a  pair  of 
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!  cots  at  the  local  gymnasium.  One 
thing  your  writer  was  accurate  about 
was  that  "the  noisy  native  capering 
will  have  you  up  till  dawn."  I  spent 
the  night  huddled  on  our  cot  defend- 
ing my  wife  with  the  only  weapon  at 
hand,  a  Lady  Bic  disposable  razor. 

In  short,  we  feel  FY/ might  have 

been  clearer  about  some  details  of 

current  circumstances  on  Montserrat. 

The  island  was  wiped  out,  sir.  You 

might  have  at  least  mentioned  it. 

Mr.  and  Mrs.  Ronald  Yips 

Parma,  Ohio 

Dear  Sirs, 

Re:  your  Fall  issue. 

I  was  outraged,  disgusted,  incens- 
ed and  infuriated  by  your  tasteless, 
vulgar,  insensitive  and  insulting  lack 
of  compassion. 

Sincerely, 

MiLEKA  Uma  Rosenberg 

(Tenured)  Professor  of 

Epistemology,  Logic  and  Inuit 

(Women's)  Studies 

Brown  University 

Providence,  Rhode  Island 

(Meat  is  murder!) 

Sirrs, 

I  cannae  jist  sit  back  and  hold  mae 
tongue  while  Patrick  Cooke  or  what- 
ever that  mackerel-snapping,  bog- 
Irish  wee  maun's  name  is — I  hae 
better  things  tae  dae  than  tae  luik  it 
up,  like  changin'  me  budgerigar's 
cage  lining  wi  fresh  pages  of  yer  FYI 
buke — hurls  glaur  and  collops  onnea 
Robert  the  Bruce. 

Oor  king  waa  aye  as  brave  a  war- 
rior as  Scotland  has  let  intae  this  lyff 
tae  wear  aa  croun,  and  waa  nae  "a 
knock-kneed,  sheep-shagging  girlie 
mon"  as  Cooke  has  writin  in  yer 
damn  FYI  buke.  And  what  aboot 
this  wird  "retromingent"?  I  dunnae 
have  a  wee  dictionary,  and  anyway, 
they  cost  monie.  If  yer  maun  ever 
shows  his  face  here  again,  I'll  re- 
mortar  Hadrian's  Wall  wi  it. 

Yers, 

Hamish  Dain 

Loch  Flegm 

iverrarry  • 


MONT 
BLANC 


O 


In  times  that  are  changing  ever  faster, 
we  need  things  which  preserve  the  moment. 

Meistersttick  Chronograph. 
From  the  Meisterstiick  Watch  Collection. 


THE  ART  OF  WRITING  YOUR  LIFE 

MONTBLANC  BOUTIQUES 

595AAADISON  AVE,  NEW  YORK  CITY   •   COPIEY  PLACE   •   THE  MALL  AT  SHORT  HIllS 

SOUTH  COAST  PLAZA   •    120  GRANT  AVE  ,  SAN  FRANCISCO  •   ROOSEVELT  FIELD  MALL   •   SOMERSET  COLLECTION 

ALA  MOANA  CENTER   •   900  NORTH  MICHIGAN  AVE  ,  CHICAGO  •    151  BLOOR  SI  WEST,  TORONTO 

LENOX  SQUARE   •  WESTLAKE  CENTER  •    1054  ASHFORD  AVENUE,  SAN  JUAN 

1-800-388-4810 


Write  Your  Own  History 


FOUNTAIN  PEN  HOSPITAL 

World's  largest  selection  of  fine  writing  instruments 

Call,  write  or  fax  for  our  Free  Pen  Catalog 

1 0  Warren  Street,  New  York,  NY  1 0007    Tel:  2 1 2.964.0580    Fax:  2 1 2.227.59 1 6    Toll  Free:  800.253.PENS 

Please  visit  our  website  to  view  the  total  Fountain  Pen  Hospital  Experience!  www.Fountainpenhospital.com 


(letter  from  England] 


Althorp  Week-^;2^ 


Our  friend  Oliver  Bath, 
bon  vivant  and  boater, 
sent  us  this  in  July, 
one  month  before  Princess 
Diana's  death 


I  WAS  UP  HERE  IN  MaINE  TRYING  TO 

decipher  the  latest  bill  from  the  boatyard 
($1,240  for  "new  grommets"?)  when  my  friend 
Count  Ugo  di  Bresaola  rang.  "So  do  you 
want  to  go  to  the  English  Grand  Prix  this 
weekend?"  He  apologized:  "I  know  it's 
short  notice,  but  that  is  the  Italian  way.  We 
are  disorganized."  Count  Ugo  is  head  of  the 
North  American  division  of  a  huge  Euro- 
pean company,  so  he  can't  be  that  disorga- 
nized. He  is  married  to — after  Mrs.  Bath — 
the  most  beautiful  woman  in  America.  She 
is  a  mother,  model,  writer  and  skydiver. 

"We  will  stay  in  the  house  ot  Princess 
Dee,"  said  Ugo,  "and  helicopter  to  the  races." 

"The  house  of  who?" 

"The  former  wife  of  Prince  Charles." 

Thrilled  as  I  was  at  the  prospect  of  sleep- 
ing on  bed  linen  once  slumbered  on  by  the 
Princess  of  Wales,  it  was  the  prospect  of 
commuting  by  helicopter  that  really  got  my 
hemoglobin  hopping.  Count  Ugo  and  I  had 
recently  shared  some  sphincter-tighten- 
ing moments  at  the  controls  of  a  Bell  Jet 
Ranger,  trying  to  get  it  to  hover  over  a 
Bahamian  island.  It  was,  as  any  nerve-rack- 
ing, shared  frustration  can  be,  a  bonding  ex- 
perience. "There  will  be  one  hundred  and 
thirty  helicopters  at  the  event,"  said  Ugo 
Avantiy  I  replied. 

We  flew  over  by  Virgin  Atlantic  Airways 


"Upper  Class" — Count  Ugo  was  paying,  all 
my  money  having  gone  to  the  new  grom- 
mets. "Upper  Class"  is  what  they  call  first 
class  on  Richard  Branson's  upstart  airline. 
After  takeoff,  by  which  point  you  have 
doped  yourself  insensible  with  sleeping  pills, 
an  attractive  blonde  in  a  ti2;ht  uniform  sashavs 
over  to  your  seat  to  ask  it  you  would  like  a 
massage  or  a  manicure.  I  was  still  mum- 
blingly  trying  to  make  out  if  she  was  just 
another  Halcion  hallucination  when  Count 
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Ugo,  quick  as  a  retreating  Italian 
army,  leapt  to  offer  his  aristocratic 
shoulders  and  neck  to  her  ministra- 
tions. Perhaps  on  the  return  trip. 

Sixteen  or  so  hours  later  we 
were  70  miles  north  of  London, 
turning  into  the  gate  of  Althorp, 
ancestral  home  to  the  Spencer 
family  for  half  a  millennium. 
In  America,  "ancestral"  means 
your  parents'  house.  Our  driv- 
er, another  American  friend 
of  the  Count's,  drove  straight 
past  the  front  of  the  house  in 
search  of  the  servants'  entrance. 
I  noisily  protested  that  however 
humble  we  were — Count  Ugo 
excepted — we  were  guests,  and, 
as  such,  surely  entitled  to  arrive  by 
the  front  door.  Diffidently,  he  ap- 
proached the  imposing  front.  Uni- 
formed staff  emerged,  cheerful  and 
welcoming,  happy  to  encumber  them- 
selves with  our  baggage.  In  such  situ- 
ations, I  wish  my  luggage  were  made 
at  Asprey's  out  of  Nile  crocodile  hide 
instead  of  beat-up  Kevlar. 

I  am  as  democratic  as  the  next  man, 
a  proud  Yankee  who  would  bow  to  no 
foreign  monarch,  but  there  is  some- 
thing about  these  splendid,  mar- 
moreal piles  that  reduces  me  to  a 
goggle-eyed  "Brideshead  Revisited" 
groupie.  Perhaps  it  is  the  sensation  of 
following  a  butler  down  a  long  corri- 
dor lined  with  glowering  busts  ot  your 
host's  great-great-greats  all  the  way 
back  to  the  Pleistocene  era.  The  in- 
scriptions beneath  their  stern  alabast- 
er visages  proclaimed  their  worthiness 
in  Latin: 

George  Edward  Robert  Charles  John 
Henry  Horatio  Albert  Worth  Reginald 
Bobo  Spencer,  Third  Earl.  Homo  multo 
illustrius  et  gloriosus.  Primus  Lord  de 
Admiralti,  Exchequer  Chancelloribus, 
multifoxi  terrorizabit,  dum  habitat  in 
mansioniem  enormiis  cum  milii  ser- 
vanti.  Uxor  sua,  gorgona  nomine  Lav- 
inia,  terribila  et  obesa  erit,  sed produciit 
filii  vivens  et  non  idioti — 

Or  something  hke  that.  On  the 
way  to  our  rooms  on  the  third  floor, 
we  passed  a  door  with  a  card  stuck  on 
it  freshly  labeled  in  neat  calligraphy, 


I  followed  the  butler 

down  a  long  corridor  lined 

with  busts  of  the  owners 

family  all  the  way  back  to 

the  Pleistocene  era. 


It  turned  out  that  out  of  the  40- 
odd  weekt'wc/ guests,  we  were  among 
the  fortimate  few  to  have  a  bathroom 
to  ourselves.  Althorp,  like  many  other 
grand  English  homes,  has  something 
like  36  bedrooms  and,  by  the  estimate 
of  one  rather  constipated-looking 
guest  at  breakfast  the  next  m_orn- 
ing,  a  total  of  four  bathrooms. 

We  thought  we  had  lucked 
out  with  our  "Pink  Suite"  of  i 
rooms  until  we  heard  other 
guests  over  drinks  cooing  about 
their  assigned  rooms,  spec- 
ifically "The  King  William 
Room,"  "Queen  Mary's  Room" 
and  so  forth.  If  a  monarch  spends 
the  night  at  your  house,  you're 
obliged  to  name  the  room  after 
him — at  least  until  a  more  important 
monarch  sleeps  there.  (We  have  this 
problem  all  the  time  at  our  house.) 
King  William  of  Orange  had  spent 
the  night  here  in  1695,  when,  as  Al- 
thorp's  glossy  brochure  says,  "the  bed 
was  covered  in  ostrich  feathers."  Enter- 
taining royalty  is  still  a  complicated 
affair,  but  at  least  you  no  longer  have 
to  cover  their  beds  in  ostrich  feathers. 
That  evening  there  was  an  infor- 
mal barbeque  by  the  stables.  Althorp's 
stables  are  written  up  in  architectural 
books  as  a  marvel  of  the  period.  They 
were  built  about  the  time  George 


"HRH  Prince  Michael  of  Kent." 
HRHs  are  quite  common  at  Althorp. 
It  was  here  that  HRH  Prince  Charles 
met  his  fijture  bride.  She  was  16  at  the 

time.  He  was  dating,  if  that's  the  right  Washington  was  born.  I  have  seen 

word,  her  older  sister.  Lady  Sarah,  less  impressive  colleges.  Life  as  one  of 

The  Queen's  first  cousin  was  also  a  the  Spencers'  100  horses  was  probably 

guest  this  y^ttk.-end  (as  the  English  better  than  it  was  for  most  English 

pronounce  it).  After  depositing  us,  people  at  the  time, 
the  butler  asked  if  we  planned  to  do  While  the  grills  sizzled  with  ke- 

any  "thumping  about."  I  was  some-  babs,  steaks  and  bangers,  we  drank 

what  taken  aback.  Was  he  enquiring  champagne  and  wandered  the  gardens, 

if  Mrs.  Bath  and  I  planned  evenings  first  laid  down  by  Le  Notre,  designer 

of  violent  sex?  WTiile  it  is  true  that  my  of  Versailles.  We  cast  long  shadows 

missus  likes  a  bit  of  rogering  after  in  the  mild  summer  evening.  Someone 

dinner,  we  have  thus  far  managed  to  pointed  to  the  lichenous  stone  wall 

be  discreet  in  our  connubial  bliss,  and  thought  they  had  seen  a  photo  of 

even  during  moments  of  rapture.  It  the  teenage  Diana  atop  it  in  leotard 

turned  out  that  the  butler  was  merely  and  ballet  shoes,  striking  a  pose, 

trying  to  convey  to  us  that  our  bath-  Waiters  approached,  bearing  large 

room  was  across  the  landing  directly  crystal  flutes  full  of  peeled  quail  eggs 

above  HRH's,  in  the  event  we  visited  and  purple  orchids.  I  took  an  egg, 

the  facilities  in  the  night  au  naturel,  passed  on  the  orchid.  Was  it  all  an- 

thumpingly.  Well,  you  never  know  other  Halcion  hallucination? 
vath Yanks....  After  dinner,  while  the  English 
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jeunesse  dore'e  played  snooker  and  drank 
Armagnac,  I  poked  about  the  library. 
I  had  never  been  in  such  a  private  li- 
brary. According  to  the  glossy  bro- 
chure I  found  describing  the  house  and 
the  family  history,  the  library  was  sub- 
stantially the  work  of  the  Second  Earl 
Spencer.  It  said  that  he  "appears  to 
have  been  a  mild-mannered,  scholarly 
man,  eclipsed  socially  by  his  over- 
bearing wife,  Lady  Lavinia  Bingham, 
and  no  match  for  his  sister  Georgiana, 
Duchess  of  Devonshire,  an  inveterate 
socialite."  I  took  an  immediate  liking 
to  the  Second  Earl,  imagining  him 
hiding  from  Lavinia  and  Georgiana 
among  his  40,000  volumes,  cower- 
ing behind  rare  Shakespeare  folios, 
Caxtons  and  immense  incunabula.  (I 
had  to  look  it  up  too:  it  means  books 
made  before  1501.) 

One  section  was  entirely  given 
over  to  Bibles,  some  of  which  would 
require  a  forklift  to  extract  from  the 
shelf.  I  examined  a  number  of  them, 
practically  spraining  my  back  in  the 
process.  I  hefted  one  large  one  out  of 
its  resting  place  and  opened  it.  An  an- 
cient, musty  smell  rose  from  its  pages. 
There  in  a  scratchy  hand  was  an 
inscription  from  King  William  of 
Orange  to  his  Spencer  host.  So  this  is 
what  17th-century  kings  brought  as 
house  presents.  The  first  pages  listed, 
in  dozens  of  different  hands,  the  births, 
marriages  and  deaths  of  nearly  300 
years  of  Spencers.  It  was  the  Spencer 
family  Bible.  The  handwriting  from 
the  early  1700s  was  elegant,  ornate, 
fiill  of  serifs  and  flourishes.  Over  the 
years,  it  had  become  less  luxuriant 
and  leisurely.  By  our  own  time  it  had 
become  businesslike  and  crabbed. 
The  deaths,  being  more  recent  than 
the  births,  were  in  darker,  less  faded 
ink.  Divorces  too  were  noted.  In  the 
margin  next  to  the  entries  for  Diana's 
late  father,  the  8th  Earl  Spencer,  a  lit- 
eral grammarian  had  written,  "1977 
Married  secondly  Raine,  Countess 
of  Dartmouth."  This  would  be  the 
unpopular  stepmother  the  children 
nicknamed  "Acid  Raine,"  daughter  of 
romance  novelist  Barbara  Cartland. 
Diana's  brother  Charles  tried  to 


There  were  50  helicopters  in 
the  air.  Landing  amidst 
dozens  of  these  whirling 

blades  is  a  sensation  to  make 
your  kidney  quiver. 

throw  her  into  the  pool  during  a  party 
one  weekend,  on  a  £ioo  bet.  I  turned 
to  the  next  page.  There  at  the  top,  in 
relatively  fresh  blue  ink,  it  said, 
"Diana  Frances,  born  Sandringham, 
I  July  1961." 

Overcome  by  brandy,  jet  lag  and 
17th-century  dust  mites,  I  crawled  off 
to  our  rooms,  trying  not  to  thump  on 
HRH's  landing. 

^  reakfast  was  served  at  a  table 
i  the  length  of  the  main  runway 
f^ J  at  Heathrow  airport.  Somerset 
C-^  Maugham  disparagingly  said 
that  if  you  want  to  eat  well  in  En- 
gland, you  must  have  breakfast  three 
times  a  day.  This  has  not  been  true  for 
years.  One  can  eat  superbly  in  the 
sceptered  isle;  but  Britannia  unques- 
tionably still  rules  the  breakfast  table. 
By  the  time  I  had  finished  heaping  my 
plate,  it  looked  like  a  grotesque  by 
Hogarth:  mountains  of  scrambled  eggs; 
planks  of  buttered  toast;  great,  large, 
grease-fizzing  bangers;  grilled  toma- 
toes. I  drew  the  line  at  a  chafing  dish 
heaped  with  dark,  repulsive  objects  a 
maid  helpfully  identified  as  "blood 
pudding."  Mrs.  Bath,  who  maintains 
her  slim,  lissome  figure,  had  Wee- 
tabix  with  skim  milk. 

Belching  and  groaning  from  enough 
cholesterol  to  clog  the  tunnel  con- 
necting England  and  France,  I  made 
my  way  across  the  field  to  the 
beckoning  helicopters.  The  pilot 
torqued  up  to  full  power,  eased  back 
on  the  collective  and  we  rose  buz- 


zingly  into  the  air  like  a  fat  summer 
bumblebee,  hundreds  of  feet  above] 
the  grazing  sheep,  who  seemed  un- 
perturbed by  the  loud  bruit  of  our  ro- 
torblades.  The  Spencer  fortune  began  1 
with  these  gentle,  happy,  stupid  crea- 
tures. The  first  Lord  Spencer,  who 
lived  at  Althorp  while  Shakespeare's 
plays  were  opening  at  the  Globe,  ac- 
cumulated some  20,000  of  them. 
And  not  once  all  weekend  were  we 
served  mutton. 

It  is  a  ten-minute  helicopter  ride 
from  Althorp  to  Silverstone.  This 
weekend  the  same  trip  would  take 
four  hours  by  car.  The  English  Grand 
Prix  causes  the  largest  traffic  jam  in 
the  world.  It  also  becomes  the  busiest 
aerodrome  in  the  world.  Count  Ugo 
had  not  lied.  As  we  approached  the 
landing  area  inside  the  racetrack,  the 
sky  became  locust-thick  with  rotor- 
craft.  I  had  never  seen  anything  quite 
like  it.  (And  I  have  been  around  some.) 
There  were  at  least  50  in  view — Jet 
Rangers,  S-76  Spirits,  Squirrels,  Sea 
Kings,  Gazelles,  Lynxs — landing, 
hovering  or  taking  off.  Practically  every 
helicopter  in  England  was  in  the  vic- 
inity, plus  a  number  borrowed  from 
the  Continent.  It  was  a  sight  both  ex- 
hilarating and  disconcerting.  Much 
as  I  thrill  to  ride  in  these  things,  land- 
ing amidst  dozens  of  whirling  blades 
is  a  sensation  to  make  your  kidney 
quiver;  or  to  make  you  feel  like  a  wife 
of  Henry  VIII. 

If  you  have  never  been  to  a  Form- 
ula One  race,  let  me  offer  two  pieces 
of  advice.  First,  go  with  Count  Ugo. 
He  knows  everything  about  them. 
Second,  bring  earplugs.  I  could  hear 
the  noise  of  the  race  from  inside  the 
helicopter,  500  feet  in  the  air.  To  re- 
produce the  sound  of  two  dozen  Fi 
cars  passing  by,  insert  two  high-speed 
dentist's  drills  two  inches  inside  your 
inner  ear.  A  typical  grandstand  con- 
versation consists  of: 

Person  A:  WHO'S  LEADING!? 

(REEEEEEEEEEEEEEEEEE 
ERRRRRRRRRRRRRRR) 

Person  B:  WHAT!? 

(BREEEERRRR  UUUURRRRR) 

Person  A:  WHO  IS  LEADING!? 
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(REEEEEEEEEEEEEEEEEE 
EEEEEEEEEE) 

Person  B:  AH!  TWO  O'CLOCK! 

Today  they  were  holding  the  time 
trials  to  determine  the  starting  posi- 
tion for  tomorrow's  race.  Count  Ugo 
led  us  down  to  the  pits.  To  get  there, 
you  have  to  pass  through  a  security 
system  more  rigorous  than  the  one 
at  the  White  House.  The  buses 
and  trailers  of  all  the  racing 
teams  are  lined  up  in  two 
very  neat  rows  behind  the 
pits.  Here  is  the  trailer 
park  of  the  gods.  The  ve- 
hicles are  extravagantly 
painted  and  decalled  in 
the  team  colors.  The  av- 
enue that  runs  between 
them  is  "Stud  Alley."  Fi 
drivers,  in  their  suits  and  bal- 
aclavas, have  something  of 
the  aura  of  fighter  pilots, 
only  with  flashier  women  in 
attendance.  Your  average  "pit 
chick" — this  is  the  vernacular, 
so  don't  bother  writing  letters  to 
the  editor,  protesting  my  caddish- 
ness — has  a  slightly  better  clothing 
allowance  than,  say,  your  average 
Navy  wife. 

There  are  two  explanations  as  to 
why  Fi  drivers  attract  women  of  this 
octane:  one,  they  are  raffish,  devil- 
may-care  figures  willing  to  risk  their 
lives  in  fiery  explosions  in  pursuit  of 
two-hundredths  of  a  second  more 
speed;  two,  they're  stinking  rich.  Put 
it  this  way:  they  do  not  worry  about 
the  cost  of  new  grommets.  Michael 
Schumacher,  one  of  the  Ferrari  driv- 
ers, was  at  the  time  the  world's  top  Fi 
driver.  He  was  28  years  old  and  mak- 
ing, by  one  knowledgeable  estimate, 
$60  million  a  year  in  salary  and  prod- 
uct endorsements.  If  you  were  a  wo- 
man, wouldn't  you  want  to  hang  out 
with  Michael  Schumacher?  Bonus 
point:  he's  good-looking,  too. 

How,  I  asked  Count  Ugo,  do  you 
get  started  on  a  career  like  this?  Was 
it  too  late  for  an  overweight,  Volks- 
wagen-driving, middle-aged  schlub 
such  as  myself? 

The  answer  is:  go-karts.  I  had  a 


go-kart  when  I  was  a  kid.  Somewhere 
I  took  the  wrong  turn. 

We  went  to  the  Ferrari  pit,  where 
Count  Ugo  was  greeted  as  a  fellow 
stallion.  Four  gleaming,  red  Ferrari 
Fis  were  lined  up,  each  in  various 
states  of  disassembly.  I  have  seen  dirt- 


Conversing  during  a 
Formula  One  race  requires 

that  you  scream  at  your 

companion  until  you  develop 

a  sore  throat  infection. 

ier  hospital  operating  rooms,  and 
worse-equipped  ones.  You  could  have 
eaten  off  the  floor.  Count  Ugo  dis- 
coursed knowingly  with  the  crew 
chief,  an  old  friend. 

Ferrari  employs  1,500  workers  to 
make  its  cars.  Another  450  work  solely 
on  its  Fi  cars.  This  is  why  it  helps  to 
have  major  sponsorship  to  mount  an 
Fi  team.  These  cars,  and  the  compli- 


cated logistics  attending  them,  do  not 
come  cheaply.  (Nothing  here  does, 
come  to  think  of  it.)  The  crew  chief 
brought  over  a  leather  bag  from  which 
he  produced  one  of  the  Ferrari's 
steering  wheels.  The  clutch  and  the 
gearshift  levers  were  on  its  underside, 
freeing  the  driver's  feet  to  brake  and, 
presumably,  stamp  out  fires.  The 
>  front  of  the  wheel  is  studded  with 
a  half-dozen  or  so  buttons,  each  for 
a  different  computerized  con- 
trol: suspension,  fiiel  mix,  etc. 
One  button  was  blank.  What 
did  it  do,  I  asked?  'That  one," 
said  the  crew  chief  with  a 
coy  smile,  "we  do  not  dis- 
cuss." One  of  these  steer- 
ing wheels  apparently 
costs  $80,000.  This  is  why 
every  square  centimeter 
of  the  cars,  their  drivers' 
uniforms  and  helmet  is 
given  over  to  corporate 
logos.  If  you  want  your 
corporate  emblem  large 
enough  to  read,  be  pre- 
pared to  spend  from  $30  to 
$40  million.  A  more  modest 
advertisement,  say  one  you 
could  make  out  with  a  good  pair 
of  binoculars,  will  run  you  about  $20 
mil.  Or  you  could  get  the  rearview 
mirror  for  a  mere  one  mil.  Shall  we 
put  you  down  for  a  floormat? 

The  cigarette  companies  have 
coolly  thwarted  the  pulmonary  puri- 
tans who  have  made  it  illegal  to  have 
the  names  of  cigarette  brands  on  the 
cars.  Thus  Marlboro,  a  major  Ferrari 
sponsor,  simply  displays  its  trademark 
red-and-white  chevron.  Why  not? 
Don't  most  three-year  olds  recognize 
it?  Rothmans,  the  cigarette  company 
sponsoring  the  Williams-Renault 
team,  emblazons  its  cars  with  a  large 
"R.?"  Neat,  yes?  And  it  works  like  a 
dream.  Everyone  points  to  it  and  says, 
"There  goes  the  Rothmans  car!" 

On  the  way  from  the  pits  to  the 
paddock,  we  heard  the  sound  of 
Wagner's  "Ride  of  the  Valkyries" 
followed  suddenly  by  five  low-flying 
military  helicopters  blowing  red 
smoke.  They  broke  formation  above 
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us  and  for  the  next  ten  minutes  did 
things  that  I  had  not  known  heU- 
copters  could  do,  namely  go  almost 
upside  down,  fall  nose-tlrst  to  earth 
and  turn  on  airborne  dimes.  These 
were  the  Blue  Eagles,  the  Army  Air 
Corps'  elite  helicopter  team.  Count 
Ugo  and  I  stood  watching,  in  dumb- 
struck admiration,  as  they  gamboled 
above  us  like  drunken  dragonflies. 
For  my  money,  the  Fi  qualifying 
trials  that  followed  were  less  inter- 
esting. Fis,  like  any  high-perfor- 
mance racers,  compete  at  infin- 
itesimal margins.  After  their 
best  3.194-mile  laps,  the  dif- 
ference between  the  fastest 
car  and  the  iith-fastest  car 
was  one  second. 


/hat  evening,  while 
wrestling  with  my 
cufflinks,  I  heard 
a  loud  noise  in 
the  courtyard  outside.  I 
stuck  my  head  out  and 
there  was  HRH  Prince 
Michael  of  Kent  in  motor- 
ing goggles  and  helmet,  roar- 
ing up  in  the  driver's  seat  of  a  1931 
Bentley  Special  race  car.  An  equerry 
sat  in  the  seat  beside;  another  fol- 
lowed in  a  more  modern  vehicle 
Tomorrow,  in  his  capacity  as  head  of 


paper  this  morning?  He's  two  million  courtyard  was  enclosed,  nipped  into 
sterling  in  debt."  It  can't  be  much  fun,  the  private  chapel,  strolled  past  hall- 
officiating  at  the  start  of  a  race  in  ways  hung  with  imposing  portraits  of 
front  of  a  hundred  thousand  Spencers,  and  eventually  found  my- 


people  the  same  morning 
the   papers 
say  you're 


self  in  the  Picture  Gallery.  Let  me 
say  for  the  record:  wow.  It's  like 
the  wing  of  a  fine  museum,  hung 
with  superb  portraits,  mostly  by 
Sir  Peter  Lely  of  Charles  II's 
frisky  entourage.  I  love  Lely's 
pale  women,  with  their  tight 
curls,  pouffy  silk  dresses, 
come-hither  eyes  and  creamy 
bosoms.  They're  the  Vargas 
girls  of  the  Baroque.  At  the 
i        far  end  is  Althorp's  master- 
piece. Van  Dyck's  double 
portrait  of  the  earls  of  Bris- 
tol and  Bedford,  respec- 
tively known  as  "War"  and 
"Peace."  The  room  is  115 
feet  long.  It  was  originally 
designed  as  a  place  for  El- 
izabethan ladies  to   take 
their  exercise  on  rainy  days. 
(Pursued  by  randy  grooms?) 
It  was  here  that  the  Spencers 


rhP^^")  "^  entertained  King  WiUiam. 
«=:^  >*-„,. — ^^Aj  'X^i  "^2, ''-.  '^  His  slaughter  of  the  Irish  at 
~'^-f^-T^-c  xi^i .     W^\}f^  the  Battle  of  the  Boyne  was 

,.-„>>  *^  then  live  years  recent.   Ine  an- 


A  loud  noise  outside 


the  Royal  Automobile  Club,  HRH    announced  the  arrival  of  the 

would  start  the  race. 


I  beckoned  Mrs.  Bath,  who  like 
me  was  only  half-dressed,  to  the  win- 
dow so  that  she  could  share  this  time- 
warp  vignette:  a  prince  of  England, 
arriving  in  style.  It's  hard  to  look  at 
Prince  Michael  without  staring.  He 
eerily  resembles  his  grandfather.  King 
George  V,  and  his  first  cousin  twice 
removed.  Czar  Nicholas  II  of  Russia. 


dashing  HRH  Prince 

Michael  of  Kent  in  a  spijfy 

1931  Bentley  Special 


race  car. 


niversary  of  that  battle  fell  this  very 
weekend.  The  papers  were  fuU  of  ar- 
mored vehicles  and  tear  gas,  riot  and 
death  and  300-year-old  fiiry.  Where 
were  we?  The  historian  Macaulay 
wrote  that  "All  Northamptonshire 
crowded  to  kiss  the  royal  hand  in  that 
fine  gallery  which  had  been  embel- 
lished by  the  pencil  of  Vandyke  [sic\ 
and  made  classical  by  the  muse  of 
Waller;  and  the  Earl  tried  to  concili- 
ate his  neighbors  by  feasting  them  at 
eight  tables  blazing  with  plate." 
You  have  to  hand  it  to  the  Spen- 


going  to  have  to  start  selling  off 

There  was  much  fussing  over  him  at      the  silverware  and,  God  forbid,  the  cers — they're  refreshingly  candid 

dinner,  bowing,  scraping,  curtseying,      Bentley.  Is  there  ever  good  news  from  when  it  comes  to  their  ancestry.  Ac- 

the  punctilios  the  English  lavish  on      the  Palace  these  days?  The  Windsors  cording  to  the  brochure,  the  Second 

their  titled  heads.  And  why  not?  It's     just  can't  seem  to  get  themselves  Earl  of  Sunderland — the  one  who  en- 

their  country.  By  breakfast  the  next      organized.  tertained  the  King  at  table  blazing 

morning  he  was  just  another  face  at  The  heHcopters  weren't  due  for  a  with  plate — was  a  bit  of  a  rotter: 

the  table.  He  seemed  a  very  dignifu  d      half  hour  and  I  wanted  to  have  one  "Macaulay,"  it  notes,  "claimed  that  'In 

last  wallow  in  Althorp.  Brochure  in  him  the  political  morality  of  the  age 

hand,  I  strode  up  the  immense  stair-  was  personified  in  the  most  lively 

case  that  was  built  in  1662  when  the  manner.'  Even  that  may  be  too  char- 


feUow,  so  I  was  genuinely  sorry  whei. 
at  my  more  plebeian  end  of  the  table, 
a  British  fellow  whispered,  "See  the 
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HICKEY-FREEMAN 


SPORT 


WELCOME  TO  THE  FUTUI 


INTRODUCING  D-VHS  FROM  JVC.  THE  WORLD'S  FIRST 
DIGITAL  RECORDING  VCR  WITH  SATELLITE  RECEIVER. 

-T.. 

Only  D-VHS  can  record  an  image  that  is  identical  in  qiralit>'  to  the  original  digital  satcUite  broadcast, 
assuring  the  best  possible  picture  reproduction  avaUable  an^'where. 

"technology  that  delivers,  a  single  unit  which  mcorporates  both  recorder 
and  nmer,  the  DSRIOO  is  the  only  DATiS  VCR  that  utilizes  the  digital  standard  caUed  MPEG2. 
When  the  tuner  receives  DISH" '  Network  satellite  progranuning,*  MPEG2  enables  digital  bit  stream 
recording  in  its  pristine  state,  preser\  ing  the  pure  digital  quaUt>'  of  the  original  transmission. 
Completing  the  ultimate  home  theater  experience  is  the  DSRlOO's  digital  stereo  audio  with 
Dolby  Digitar^'  (AC-3)  output,**  which  delivers  incredibly  rich  and  powerful  sound.  And.  with 
the  unique  D-VHS  tape's  high  storage  capacity,  it's  possible  to  record  tliree  full  length  movies, 
with  room  to  spare,  on  just  one  cassette  (identical  in  size  to  a  standard  VHS  tape). 

A  PRACTICAL  INVESTMENT.  Designed  for  the  fumre,  D  VHS  also  fully  supports 
present  technology.  The  DSRIOO  can  playback  and  record  standard  VHS  tapes,  which  means 


DISII  r^h^ork  is  !» tr-adcinarl^r]Echo.Star  (xmimunUaiions  c:orporation.  Subscription  required  for  satclliu-  prograinniing. 
l>olby  Digital  broadea.st'i  schWiltili-il  u>  begin  late  199".  Outboard  decoder  required. 
l>olb>  Uigiinl  is  a  iradeniark'iu^  Onlby  Laboratories  Licensing  Corp. 


)F  HOME  ENTERTAINMENT. 


your  current  video  library  won't  become  extinct.  Plus,  in  the  near  future, 
the  D-VHS  format  will  also  be  capable  of  recording  HDTV'  transmissions. 
D-VHS  is  truly  a  technology  whose  time  has  come. 

Additional  D-VHS  features  include: 

•  18"  satellite  dLsh 

•  On-screen  program  guide 

•  UHF/IR  universal  remote  control 
(operates  from  any  rcKjm  in  the  house,  up  to  100  feet  away", 

•  High  speed  I/O  terminal  for  future  expansion  possibilities         ~ 
(multimedia,  FireWirc,  etc.) 


•  V-chip  parental  control 

D-VHS  FROM  JVC. 

THE  FUTURE  HAS  ARRIVED. 

For  more  information,  see  your  local  authorised  JVC  dealer. 


recording  sysletu. 


JiSSiiSift. 


f 

^^^H  -JSm 

Wlieii  Pcrfitrmaiicc  Mattel's. 
www.jvc.com 


Mom  wouIdVe 

loved  this  award. 

Even  if  she  didn't 

know  what  it  meant. 


You  may  have  heard  how  my  father  started  from 
scratch  in  the  '50s  to  create  his  distinctively  mellow' 
bourbon  whisky,  recognized  by  connoisseurs 
around  the  world.  My  mother's  contributions  are  a 
little  less  known. 

Aside  from  relinquishing  her  kitchen  for  use  as  my 
Dad's  test  lab,  she  was  the  one  who  came  up  with 
the  distinctive  design  of  the  Maker's  Mark  package.  | 
And  now,  nearly  40  years  later,  she  seems  to  be 
getting  some  well-deserved  credit. 

In  a  recent  competition,  a  panel  of  world-renown< 
graphic  designers  judged  her  liquor  package 

design  as  one  of  the  "Best  5" 
>^->    in  the  entire  world. 

Among  other 
comments, 
a  New  York 
judge  noted 
that  "Every 
bottle  is  manually 
inverted  in  wax,  which 
acts  as  a  seal  and  becomes  a 
clever  design  feature  as  the  wax 
drips  down  the  upright  bottle. 
This  tendril  effect  means  each 

bottle  is  genuinely 
unique."  Hmmm. 

Of  course,  Mom 
would 've  never 
used  words  like  that 
to  describe  her  idea. 


But  at  least  she's  getting 
some  recognition,  however 
long  overdue. 

W  I  just  couldn't  be  prouder. 
.^   Because,  as  you  now  know,  it's 
quite  an  accomplishment  to  be 
world  renowned  for  your  tendril  effect, 


Bill  Samuels,  Jr. 

President 

Maker's  Mark  Distillery 


Maker's 


Maker's  Mark  Distillery.  Loretto,  KY  40037,  45%  Alc./Vol.  (90  ProoO.  Fully  Matured 
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itable... Queen  Anne  described  his 
wife,  Lady  Anne  Digby,  as  'the  great- 
est jade  that  ever  lived.'  Jade  here 
means  liar!"  On  the  other  hand, 
maybe  they  still  can't  forgive  him  for 
becoming  a  Catholic.  The  British  no- 
bility is  as  anti-Catholic  as  it  is  anti- 
Semitic.  As  Robert  Bolt's  Sir  Thomas 
More  put  it,  they  would  have 
snored  through  the  Sermon 
on  the  Mount  and  la- 
bored like  Aquinas  over 
a  rat  dog's  pedigree. 

The  family  history 
makes  you  sigh  a  bit 
for  the  relative  bland- 
ness  of  modern  times. 
Three  hundred  years 
ago  the  Spencers  were 
fighting  alongside  their 
king,  receiving  mortal 
wounds  in  desperate  bat- 
tle. The  more  recent  entries 
read:  "The  Eighth  Earl  was  for 
15  years  chairman  of  the  National 
Association  of  Boys'  Clubs,  a  member 
of  the  Northampton  County  Council 
for  twenty-nine  years,  and  a  keen  am- 
ateur photographer."  And  yet,  and 
yet:  a  daughter  of  this  very  house  is 
currently  stirring  up  such  royal  in- 
trigue as  we  haven't  seen  since  1936, 
managing  to  put  even  the  monarchi- 
cal succession  in  some  question,  so 
Althorp  continues  to  enliven  English 
history  to  the  present  day.  In  the  dis- 
tance I  heard  the  whopwhopwhop  of 
approaching  helicopters  and  dashed 
out  selfishly  to  assure  myself  of  a  seat 
next  to  the  pilot. 

It  was  a  lively  ride  to  Silverstone. 
One  of  our  helicopters  was  in  a  near- 
collision  with  another.  As  Count  Ugo 
had  promised,  over  130  helos  were 
now  in  the  air.  We  landed  without 
making  headlines  at  the  airfield, 
which  looked  like  a  bizarre,  civilian 
version  of  that  scene  in  Apocalypse 
Now.  We  made  our  way  to  the  pad- 
dock. Ferrari  driver  Michael  Schum- 
acher stopped  by  to  ask  us  all  to  pray 
for  rain.  This  seemed  a  curious  re- 
quest, until  Count  Ugo  explained 
that  Schumacher  is  a  genius  in  the 
wet.  Last  year  at  the  Belgian  Grand 


Prix,  he  said,  it  began  to  rain.  "Every- 
one changed  to  rain  tires.  Except 
Schumacher.  Then  on  a  curve  he 
passed  [English  Fi  champion  Damon] 
Hill.  And  that,"  he  smiled,  "was  the 
end  of  the  discussion  about  who  was 
the  fastest." 


In  the  pits  we  were  shown 

the  Ferraris  steering 
wheel  It  cost  UOfiOO.  No 
wonder  it  takes  a  hefty 
amount  of  corporate 
sponsorship  to  mount  a  For- 
mula One  challenge. 

The  air  was  thick  inside  our  enclo- 
sure with  smoke  from — I  kid  you 
not — sauteing  foie  gras  and  rosemary 
lamb.  A  bagpiper  stood  outside  play- 
ing "Scotland  the  Brave"  and  other 
aorta-opening  tunes  of  glory.  And 
whaddya  know,  there  was  Fergie, 
erstwhile  Duchess  of  York,  looking 
much  slimmer  since  beginning  her 
new  career  as  Weight  Watchers'  cel- 
ebrity endorser.  Boy,  Fergie  doing  fat 
adverts  and  Cousin  Michael  two  mil- 
lion on  Queer  Street.  Sic  transit 

A  C-130  Hercules  appeared  above 


us,  and  out  dropped  Army  paratroop- 
ers holding  a  giant  Union  Jack.  The 
Brits  really  do  it  with  style.  The  Red 
Arrows — a  lesser-scale  version  of  the 
U.S.  Air  Force  Thunderbirds — did  a 
nifty  display  of  aerobatics  for  us  as  we 
sipped  champagne  in  the  sparkling 
sunshine.  Over  lunch,  someone 
told  amusing  stories  about 
the  difficulty  that  Wren- 
phew's,  the  fabled 
London  jeweler,  was 
having  coming  up 
with  gewgaws  for 
its  principal  client, 
the  Emir  of  Wazir. 
(Near  as  I  could 
make  out,  Wazir  is 
one  of  the  lesser 
emirates.)  Recently 
they  had  sent  him  a 
pair  of  gold-plated  splat 
guns — you  know,  the 
kind  that  shoot  balls  of  col- 
ored paint.  Those  who  have 
not  experienced  the  pleasure  of 
real  warfare  can  thus  amuse  them- 
selves in  the  woods  by  playing  war 
games  with  these.  To  each  his  own. 
At  any  rate,  the  Wrenphew's  envoy 
was  summoned  into  his  Emirship's 
office  to  deliver  the  new  i8-karat  toys. 
The  Emir  accepted  them  with  de- 
light, and  pressed  a  hidden  button. 
An  aide-de-camp  appeared.  The  Emir 
shot  him  a  few  times  with  the  paint 
gun.  The  ADC  bowed,  his  smart 
military  uniform  now  dribbling  with 
blue  paint,  thanked  his  Emirship  gra- 
ciously, and  withdrew.  Why,  I  ven- 
tured, can't  we  find  staff  like  this?  It 
was  time  tor  the  race. 

We  were  rooting  for  Ferrari.  I  sat 
next  to  Count  Ugo  so  that  I  would 
have  at  least  some  idea  of  what  was 
going  on.  I  screamed  my  questions 
into  his  ear,  he  screamed  his  replies. 
When  I  got  home,  I  developed  a 
throat  virus  that  kept  me  from  swal- 
lowing anvthino-  but  codeine  for  five 
days.  Call  it  Fi  Throat. 

They  were  off  An  Fi  race  consists 
of  60  laps,  192  miles.  It  takes  about 
two  hours.  There's  very  little  passing 
at  Silverstone.  When,  something  like 
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an  hour  into  the  race,  someone  actu- 
ally did pzss  someone  else,  the  crowd 
began  to  roar  as  they  do  here  for  a 
bases-loaded  homer.  Near  as  I  could 
figure,  the  real  action  takes  place  in 
the  pits.  A  camera  is  mounted  on  a 
moving  track  above  them  so  that  you 
have  a  bird's-eye  view  of  what's  hap- 
pening there.  Without  this  and  the 
onboard  cameras  transmitting  pic- 


fired,"  Count  Ugo  said  darkly. 

With  only  seven  laps  to  go,  Mika 
Hakkinen,  the  Finnish  Mercedes 
driver,  pulled  his  car  over  with  a 
flameout.  He  stepped  out,  took  off 
his  gloves  and  threw  them  into  the 
crowd,  who  wrestled  with  one  an- 
other over  them.  Then  he  took  off 
his  helmet  and  balaclava  and,  in  an 
interesting  gesture,  blew  his  sooty 


Villeneuve  was  leading  Schumacher.  Then  he  went 

into  the  pit.  The  precious  seconds  ticked  by. 

Still  Villeneuve  did  not  emerge.  Finally  he  sped  out,  after 

33  seconds.  ''A  disaster,  "declared  Count  Ugo. 


tures  onto  the  huge  TV  screens,  I 
have  to  wonder  if  Fi  racing  would  be 
a  bit  of  a  dud  of  a  spectator  sport.  Un- 
less, of  course,  a  flaming  car  lands  on 
your  lap. 

On  Schumacher's  first  pit  stop, 
the  Ferrari  team  changed  his  tires 
and  gassed  him  up  in  6.9  seconds. 
Try  getting  that  kind  of  service  at 
your  friendly  Amoco  station. 

Jacques  Villeneuve,  driving  the 
Williams-Renault  car,  the  one  with 
the  big  "R.?"  on  its  side,  had  won  the 
pole  position  the  day  before.  He  led 
Schumacher's  Ferrari  until  he  went 
into  his  pit.  The  seconds  ticked 
away. .  .they  couldn't  get  his  front  tire 
off  for... 33  seconds. 

"A  disaster,''  Count  Ugo  declared. 
"He  has  lost  the  race." 

Schumacher  moved  into  the  lead. 
Irvine,  the  other  Ferrari  driver,  was 
not  far  behind.  Victory  was  ours. 
Champagne  would  be  spurting  in 
the  Ferrari  enclosure  afterwards  like 
water  from  the  Trevi  fountain. 

But — things  happen.  Thirty-eight 
laps  into  the  race,  Schumacher 
pulled  over,  his  rear  left  tire  smol- 
dering from  a  burnt  bearing.  That 
was  that.  He  was  out  of  the  race. 
Forty-four  laps  into  his  run,  Irvine 
was  coming  out  of  the  pit  after  a  Jiffy 
Lube  and — boom — his  car  simply 
stopped.  And  he  was  out.  Gloom  de- 
scended on  us.  "Someone  will  be 


nose  deeply,  honkingly,  into  the  bal- 
aclava. This  he  did  not  hurl  into  the 
crowd,  but  doubtless  they  would 
have  fought  fiercely  for  it.  Who  can 
assay  the  intensity  of  a  fan?  A  few 
days  later  a  woman  would  run  up  the 
bloodied  steps  of  Gianni  Versace's 
house  in  Miami  Beach  to  sop  up 
his  spilt  blood  with  pages  ripped 
from  a  magazine.  How  soon  before 
they  are  advertised  for  sale  in  The 
Robb  Report^ 

Villeneuve  won. 

There  were  no  foamy  geysers  of 
champagne,  no  rejoicing  afterwards  in 
our  enclosure,  only  the  quiet  solace  of 
tea  and  cake  and  a  helicopter  to  whisk 
us  away. 

An  hour  later  we  were  floating 
down  on  Althorp's  woolly  tarmac 
one  last  time,  our  ^NtQk.end  at  an 
end,  facing  withdrawal  from  butlers, 
HRHs,  quail  eggs  and  tables  blazing 
with  plate,  and  the  mother  of  all  traf- 
fic jams  on  the  Mi  back  into  London. 
Twenty-four  hours  later  I  was  back 
on  my  side  of  the  herring  pond,  deal- 
ing with  the  grommets  situation, 
wishing  the  phone  would  ring  again. 
Count  Ugo  on  the  line  with  another 
helicopter  evacuation  from  real  Hfe. 

POSTSCRIPT 

Diana  Frances  Spencer,  Princess  of 
Wales,  was  buried  at  Althorp  on 
September  6.  • 
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WEMPE  DEWELERS 
New  York 


HYDE  PARK  3EWELERS 

Las  Vegas 
Denver 
Aspen 


TOURNEAU 

New  York 

Costa  Mesa 

Houston 


BEN  BRIDGE  DEWELERS 
Bellevue,  Washington 


PALM  TREE  HOUSE 
Honolulu 

ROYAL  JEWELERS 
Andover,  Massachusetts 


FORD'S  DEWELERS. 
Fords,  New  Jersey 

SAKS  FIFTH  AVENUE 

New  York 

Beverly  Hills 

San  Francisco 

Bal  Harbour 

Orlando 

Boston 


GUCCI  BOUTIQUES 

New  York 

Beverly  Hills 

Honolulu 

.  San  Francisco 

Las  Vegas 

Waikiki 

Costa  Mesa 

Bal  Harbour 


GANDELMAN  JEWELERSj 
Aruba 

KIRK  FREE  PORT  PLAZA 
Grand  Cayman 


HARRISON'S 
Barbados 


300 


Available  at  300  of  the 
finest  stores  worldwide. 
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"Having  a  lot  of  money  is 

the  next  best  thing  to  being  rich.' 

— Anonymous 


YeSyBonzOy  There  Really  is  a  Santa  Cla\ 
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The  U.S.  Marine  Corps  Reserves' 
50th  annual  Toys  For  Tots  campaign 
gets  going  just  after  Thanksgiving. 

A  noble  cause,  for  certain.  But 
what  will  become  of  all  those  wonder- 
ful toys  once  the  kids  get  tired  of 
them?  Parents  might  consider  send- 
ing them  to  the  grateful  inhabitants 
of  Primarily  Primates,  the  nation's 
largest  primate  sanctuary.  The 
nonprofit  provides  rehabilitation 
and  permanent  housing — a 
pleasant  alternative  to  death — 
to  monkeys  and  apes  who've 
survived  science  or  haven't  cut 
it  as  pets.  There  are  more 
than  500  primates  at  the  10- 


acre  site — from  six-ounce  marmosets 
to  400-pound  orangutans,  all  of  whom' 
need  "behavioral  enrichment."  Used 
toys  are  just  the  thing:  dump  trucks, 
squeaky  toys,  bowling  balls,  busy 
boxes,  even  soda  bottles  full  of  raisins 
and  nuts.  "Anything  child-safe  is 
animal-safe,  too,"  says  Wallace  Swett, 
who  founded  the  group  in  1978. 
"Except  stuffed  animals — they'll  rip 
them  to  shreds." 

Toys  For  Tots  takes  new  toys  at 
Marine  Corps  bases,  or  donations 
at  P.O.  Box  1947,  Quantico,  VA  22134. 
Primarily  Primates  takes  used  toys 
and  donations  at  P.O.  Box  1644,  San 
Antonio,  TX  78296-1 644;  830-755-461 6. 
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In  days  of  old,  the  artist's  illegible  signa- 
ture  verified  the  work.  Today,  digital  scanning 
technology  enables  forgers  to  easily  copy 
limited-edition  prints — even  capture  the 
topology  of  brush  strokes.  As  fakes  turn 
up,  art  buyers  require  a  more  reUable  method 
to  determine  whether  their  limited  edition  is 
actually  that.  Enter  OmniGuard,  an  unobtru- 
sive, tamper-proof  seal  developed  in  collabora- 
tion with  collectors,  artists,  dealers,  insurers  and 
American  Bank  Note.  If  a  cop\Tight  infringement 
occurs  against  an  OmniGuarded  work,  the  owner  need  no  longer  un- 
dergo the  frustration  of  a  civil  court  battle.  With  the  seal  backed  by  a 
surety  bond  from  Connecticut  Surety,  the  forger  has  committed  in- 
surance fraud  and  the  owner  can  get  recompense  from  the  insurer. 

OmniGuard  collects  affidavits  from  artists,  confirms  edition  sizes  i| 
with  dealers  and  pubUshers,  even  vets  the  printing  process.  "We're  re- 
ally an  amalgamation  of  Good  Housekeeping  and  the  FDIC,"  says 
Tom  Cleveland,  OmniGuard's  president.  After  a  year  in  the  mar- 
ket, $.250  million  worth  of  art  is  already  bearing  the  seal,  including 
$1,000  prints  from  Scottish  master  John  D.  Fergusson.  The  vel- 
.   vet  Elvis  you  won  on  a  goLf  trip,  however,  is  probably  more  au- 
thentic without  it.  OmniGuard,  800-666-41J1. — Jlni  Gialamas 
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The  business  traveler  at  the  end  of  the  day.  Nothing  on  the  room  ser 
vice  menu.  Nothing  on  Spectravision.  How  about  making  some  music? 

At  5  lbs.  and  34"  long,  the  Fernandes  ZO-3  electric  guitar 
right  size  for  a  carry-on.  A  9-volt  battery-powered  5-watt  amp 
speaker  built  into  the  body  provide  a  nice — if  thin — sound. 
22-fret  maple  neck  is  similar  to  a  Les  Paul  and  feels  really  goo 
in  your  hands.  The  amoeba-shaped  body  rests  comfortably  on 
your  knee.  Distortion  is  adjustable,  and  a  jack  allows  hook- 
up to  an  external  amp.  A  heavy-stringed,  35"  bass  version — 
the  PIE-ZO — has  a  lo-watt  amp  and  20-fret  neck.  Both 
available  in  many  colors.  The  ZO-j  runs  about  $2^0,  the  PIE- 
ZO  about  $400,  including  soft  case;  for  retailers,  8oo-ji8-8^c)g. 

If  you  don't  want  to  risk  being  overheard  in  the  lobby,  the 
2-lb.,  35"  Martin  Backpacker  acoustic  should  do  you  right.  The 
steel-string  model  sounds  a  bit  tinny — almost  like  a  banjo — but  it 
grew  on  us  fast.  The  15-fret  neck,  sides  and  back  are  mahogany,  the 
top  is  solid  spruce.  The  teardrop  shape  takes  a  little  getting  used 
to — especially  if  you  play  sitting  down.  Martin  Backpacker  steel- 
strings  and  classicals  run  under  $200,  including  soft  case  and  strap;  for 
retailers,  8oo-6jj-2o6o. 


AN  UNCOMMONPLACE  BOOK 


Rare  today  is  the  person 
who  jots  dowrn  snippets 
from  reading^s,  conver- 
sations and  visual 
impressions,  much  less 
categorizes  them  in 
notebook  form.  George 
Gardner  Herrick  does 
both,  resurrecting  the 
somewhat  obscure  liter- 
ary tradition  of  the  "com- 
monplace book."  Kept 
by  W.H.  Auden,  among 
others,  commonplace 
books  are  "storehouses, 
savings  banks,  salt  pits, 
honey  combs,  golden 
gates... of  great  value," 
writes  Herrick,  the  ulti- 


mate bookworm,  who  has 
shared  his  multifaceted 
finds  on  our  pages  be- 
fore. His  third  common- 
place book.  Winter 
Rules,  serves  up  more 
than  150  charming, 
playful  and  provocative 
entries  from  the  likes  of 
Jane  Austen,  Edgar 
Degas,  Alexander  Pope, 
Sarah  Orne  Jewett, 
David  Halberstam  and 
Susan  Sontag. 

Among  the  tidbits  are 
a  tantalizing  description 
someone  noted  from  a 
seed  catalogue  "...good 
in  a  bed,  but  better  still 


up  against  a  wall";  and  a 
1992  quote  from  Richard 
Halverson,  chaplain  of 
the  U.S.  Senate:  "Eternal 
Father,  help  these  self- 
serving  'vacuum  cleaner 
journalists'  to  discover 
hour  unproductive  and  di- 
visive their  efforts  are." 
"Indeed,  commonplace 
books  epitomize  the  civi- 
lized intellect,"  writes 
Norman  Sherry,  profes- 
sor of  English  at  Trinity 
College,  in  the  book's 
forw^ard.  In-deed.  Winter 
Rules,  International 
Scholars  Publications, 
$25,  800-55-PUBLISH. 
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R"  Oysters  Dangerous? 


This  year's  oyster  season  got  off  to  an  in- 
auspicious start  in  September  when  the 
state  of  Washington  temporarily  shut 
down  several  commercial  beds  after  notic- 
ing a  "high  number"  of  illnesses  from  bac- 
teria in  raw  oysters.  With  half  a  dozen  "R" 
months  to  go,  what  are  the  chances  your 
next  raw  oyster  will  be  your  last? 

Contaminated  water  can  lace  oysters 
with  infections,  but  the  nastiest  problems 


come  from  Vibrio  vulnificus,  a  bacteria 
which  occurs  naturally  in  warm  waters,  es- 
pecially along  the  Gulf  Coast.  Among  the 
effects  are  chiUs,  fever,  nausea  and  vomit- 
ing. If  you  have  pre-existing  health  condi- 
tions, such  as  liver  disease,  diabetes  or  heart 
disease,  or  are  a  long-term  user  of  steroids, 
V.  vulnificus  can  even  lead  to  death. 

Twenty  million  Americans  eat  raw 
oysters.  While  the  incidence  of  illness 
from  V.  vulnificus  is  rare,  many  people 
aren't  aware  they're  at  risk.  Last  year 
the  Centers  for  Disease  Control  re- 
ported 35  cases  of  illness  due  to 
V.  vulnificus,  including  23 
deaths.  Scary,  but  about 
four  times  as  many  people 
are  killed  each  year  by 
Hghtning. 

Tabasco  and  alco- 
hol won't  kill  V.  vul- 
nificus; jfiilly  cooking 
oysters  will.  And  if 
you  absolutely  must 
eat  them  raw?  In 
the  words  of  the 
FDA's  Judy  Foulke, 
"People  who  go  to 
raw  bars  are  usually 
risk-takers  anyway." 
FDA  Seafood  Hotline: 
800-JJ2-4010. 


BORROW  YOUR  PEN? 

With  all  the  computer-age  hubbub  over  carpal-tunnel  syndrome,  let's  not 
forget  that  the  ancient  art  of  writing  by  hand  can  hurt  your  digits,  too. 
Long  hours  of  signing  pink  slips  or  composing  company  directives  can 
fatigue  even  the  most  hammer-fisted  executive.  So  the  technicians  at 
Omas  created  the  "360  Collection"  of  ergonomically  astute  writing  instruments.  The 
360's  "equilateral  triangle  shape  rests  on  a  fixed  plane  in  the  natural  flat  between  thumb 
and  forefinger,  eliminating  any  need  to  tense  the  hand  at  all,"  or  so  says  the  promotional 
material.  Whatever.  All  we  know  is  the  360  feels  great — but  for  $500,  it  sure  ought  to. 
The  Omas  j6o  fountain  pen  runs  around  $^00,  the  roller  ball  and  ballpoint  around  $2y^.  At 
Berliner  Pen,  800-440-PENS,  www.berlinerpen.com,  and  other fiine  writing  stores. 


®If  you  can 
read  this 
i  without 
glasses,  you 
won't  be  able 
to  for  long.  One  of  the 
cruel  facts  of  ag^g  is 
that  the  eye  loses  its 
ability  to  focus.  The 
lens  becomes  less  re- 
silient, and  the  ciliary 
muscle  that  controls  it 
loses  strength.  Unless 
you're  nearsighted, 
chances  are  you'll  need 
reading  glasses. 
"There's  no  prevention," 
says  Dr.  Paul  Hard  wig, 
an  ophthalmologist  at 
the  Mayo  Clinic.  "The 
eye  gets  weaker  until 
you're  around  60, 
then  it  stabilizes." 

Not  surprisingly,  op- 
tometrists don't  recom- 
mend purchasing 
reading  glasses  off  re- 
tail shelves.  Indeed, 
Hardwig  notes  that  if 
you  already  w^ear  lenses 
of  different  strengths, 
you'll  probably  need  an 
eye  exam.  Otherwise, 
he  recommends  starting 
with  the  lowest-power 
glasses  (+ 1 )  as  soon  as 
yovir  sight  gets  fuzzy, 
and  working  up  from 
there.  "Choosing  the 
vrrong  pair  w^on't  hurt 
you,"  he  adds,  "just  save 
your  receipt."  Reading 
glasses,  $335,  by  Oliver 
Peoples,  310-657-2553. 
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'BSOLUT  CITRON'"  CITRUS-FLAVORED  VODKA.  PRODUCT  Of  ' 
CALLIGRAPHY  ARE  TRADEMARKS  OWNED  BY  V&S  VIN  4  Si 


■  40%  ALC/VOL  (80  PROOF)  ABSOLUT  COUNTRY  OF  SWEDEN 
1995  V&S  VIN  &  SPRIT  A8  IMPORTED  BY  THE  HOUSE  OF  8 

HOSE  WHO  APPRECIATE  QUALITY  ENJOY  IT  RESPONSIBLY.-   '■■ 


JOLUT  BOTTLE  DESIGN  AND  ABSOLUT 
.OGRAPHED  BY  STEVE  BRONSTEIN, 


i 


Hot  Hot  Hot 


THE    FY 


Eye) 


Stop  the  presses:  December  9  marks 
the  205th  anniversary  of  the  cremation 
of  colonial  statesman  Henry  Laurens 
near  Charleston,  S.C. — the  first  formal 
flame-out  on  American  soil.  These  days 
cremation  is  all  the  rage,  with  22%  of 
Americans  choosing  it  over  burial.  We 
asked  Jack  Springer,  head  of  the  Crem- 
ation Association  of  North  America,  for 
some  cocktail-party  chatter: 


•  In  ancient  Rome  only  the  rich  were 
cremated.  Christians  did  away  with  the 
practice  because  of  the  doctrine  of  bod- 
ily resurrection.  The  Catholic  Church 
only  recendy  permitted  ashes  to  be  pre- 
sent at  funeral  masses.  "When  Hindus 
are  cremated  in  America,  the  eldest  son 
pushes  the  button  on  the  crematory,  just 
as  he  would  light  the  flineral  pyre." 

•  Between  1875  and  1900  there  were 
fewer  than  5,000  cremations  in  the  U.S. 
"Hardly  anyone  was  cremated  before 
1930.  There  were  few  crematoriums,  and 
it  was  looked  on  as  bizarre." 

•  Only  25%  of  cremated  Americans  have 
their  ashes  scattered;  the  rest  are  either 
buried  (55%)  or  placed  in  a  niche  in  a 
columbarium  (20%). 

•  The  ashes  of  Timothy  Leary  and  "Star 
Trek"  creator  Gene  Roddenberry  went 
into  space  on  board  a  U.S.  satellite.  Oth- 
er fiin  ways  to  scatter:  Pacific  Memorials 
in  Los  Angeles  mixes  ashes  into  fire- 
works {8i8--/o4-oi6^);  Canuck's  Sports- 
man's Memorials  in  Des  Moines  stuffs 
them  into  shotgun  shells  {^1^244-86^1). 

•  Earlier  this  year  the  ashes  of  Mark 
Gruenwald,  an  editor  at  Marvel  Comics, 
were  put  into  the  ink  of  a  single-volume 
comic  series  called  Squadron  Supreme. 
It's  available  at  comic  book  stores  for  $25. 


Among  the  many  casualties  of  the  '60s  was  the 
great  line  of  Case  pocketknives,  an  American  tra- 
dition for  decades.  After  Case  was  bought 
by  American  Brands  Tobacco,  the  knives  lost  the  re- 
liable sense  of  craftsmanship  and  feel  of  quality  that  collec- 
tors prized  and  millions  loved  to  carry. 
They  became  clutter. 

Acquired  recently  by  Zippo,  Case  has 
made  a  remarkable  comeback.  No  less 
an  authority  than  A.G.  Russell  of  Spring- 
dale,  Arkansas — the  country's  premier  knife 
dealer  and  trader — notes  that  the  new^  knives 
are  more  like  their  '50s  ancestors. 

The  new  Case  line  includes  nine  knives  in  all 
the  popular  styles — from  the  classic  trapper  to  the 
lookback.  Mother-of-pearl  handles  are  pinned,  not 
glued.  Liners  and  pins  are  nickel  silver,  and  the  blades 
are  high-quality  stainless  that  holds  an  edge  like  the 
original  carbon  steel.  From  $90  to  $175,  or  as  a  set  of  nine 
with  a  glass-topped  trophy  case  for  $895.  "I  cannot 
imagine  any  finer  knives  to  start  a  collection  with 
than  these,"  says  Russell.  Call  bin.  \t  800-255-9034. 
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Mmminin... 

Anyone  who  stayed  awake 
through  human  physiology 
class  may  recall  that  the 
tongue  can  distinguish  only 
four  basic  tastes:  sweet,  sour, 
salty  and  bitter.  Sensory  re- 
ceptors for  each  probably 
evolved  for  survival  reasons: 
sweet  for  detecting  foods 
rich  in  carbohydrates;  bitter 
as  a  red  flag  for  poison;  etc.... 

But  now  it  seems  the 
tongue  can  go  one  better. 
Umami — which  translates 
loosely  from  Japanese  as 
"savory" — appears  to  be  a 
distinct,  meat-like  taste 
that  comes  from  glutamate. 
Discovered  in  Japan  at  the 
turn  of  the  century,  11  mam  i 
tastes  terrible  on  its  own 
but  is  wonderful  at  enhanc- 
ing other  foods. 

Long  accepted  in  the  East, 
w^here  seaweed  and  mush- 
rooms high  in  glutamate  are 
standard  ingredients,  um- 
ami has  had  a  tough  go  of 
it  here.  "Some  researchers 
argued  it  couldn't  be  dis- 
tinct because  it  took  so 
long  to  identify,"  says 
Gary  Beauchamp,  head 

of  the  Monell  Chemical 
Senses  Center  in  Phil- 
adelphia. "It's  just  not  part 
of  our  culinary  culture." 

Umami  probably  devel- 
oped to  identify  sources  of 
protein.  Though  current  re- 
search projects  are  expected 
to  pinpoint  distinct  vmami 
receptors  on  the  tongue,  it 
still  has  a  way  to  go.  The 
latest  edition  of  the  widely 
used  Textbook  Of  Medical 
Pbysiology  is  iimami-free. 

To  experience  umami. 
try  a  spoonful  of  Accent.  Just 
don't  expect  to  like  it.  • 
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TOSHIBA    PRESENTS 


Tuning  into  the  Ultimate 
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Dim  the  lights,  sit  dov\fn  in  the  front     ''^^''^^  ^°^^^  ^^^^  dramatic 

«i«,.^.^   .^^.^M.   — ^^ ^^1       ^ -  -  special  effects  that  you  can 

and  get  ready  for  an  amazing  movie   , ,    ,,  ,  , 


theater 


^  literally  feel  as  well  as  hear. 

—  right  at   home.       Best  of  an,  with  Toshiba's 


Not  long  ago,  it  would  have  required  a  room  full  of  com-  easy-to-install  components,  you  won't  need  a  techni- 

plicated  equipment  and  a  Hollywood-size  budget  to  cal  degree  to  build  your  system  —  or  a  separate  mort- 

even  approach  the  quality  of  sound  and  picture  found  at  gage  to  pay  for  it.  Toshiba  has  removed  the  phobia 

the  local  cinema.  Yet  with  the  latest  advances  in  digital  about  home  digital  theaters,  along  with  the  thinking 

technology,  Toshiba  has  brought  it  all  to  the  living  room,  that  they  are  reserved  only  for  audio/video  fanatics, 

where  you  can  now  see  blockbuster  movies  the  way  Home  theater  really  has  become  simplified,  and  far 

they're  meant  to  be  seen:  on  a  wide,  clear  screen,  with  less  expensive  than  ever  before. 
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Whether  the  goal  is  to  build  the  ultimate  in  home  the- 
aters or  simply  to  plug  in  a  new  TV  with  the  best  possible 
audio,  Toshiba  is  the  way  to  go  —  it's  the  complete  home 
theater  provider.  The  Toshiba  promise  is  that  you  can  find 
every  component  you  need  for  the  sharpest  picture  and 
most  realistic  sound  possible,  from  the  leading-edge 
DVD-Video  players  to  Digital  Satellite  Systems  and  ultra- 
sophisticated  color  televisions  and  advanced  VCRs.  The 
Toshiba  Digital  Theater  represents  a  system  of  home  enter- 
tainment components  designed  to  work  together  in  a  variety 
of  combinations. 


Start  with  the 


basics,  then  add 

components  as  you  go 

along.  And  you  won't 
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necessarily  need  to  design  a  separate  media  room:  Toshiba 
components  can  be  set  up  in  spaces  smaller  than  ever  and 


still  achieve  the  feel  of  a  theater  —  without  the  sticky 

floors  and  the  spilled  popcorn. 


INTRODUCING    THE    DVD 

It's  the  movie  medium  everyone's  talking  about:  the  Toshiba 
DVD-Video  player  that  produces  pictures  that  are  dramatlcaJlyj 
sharper,  more  detailed,  and  more  brilliant  than  anything  ever 
before  seen  at  home.  What  the  CD  did  for  audio,  the  DVD  will 
do  for  both  audio  and  video.  The  new  DVD  discs  are  demon- 
strably better  than  laser  discs,  and  light  years  beyond  VHS  — 
and  it  all  comes  from  a  long-playing,  compact  five-inch  disc. 

The  idea  of  home  theater  represents  not  just  the  emergence  oil 
a  powerful  picture,  but  its  convergence  with  exceptional  sound,] 
and  in  this  quest  the  DVD-Video  player  represents  the  corner- 
stone of  the  digital  age.  Because  it  was  developed  in  conjunctioifj 
with  the  motion  picture  industry,  there  is  already  a  big  supply  ol| 
hit  movies  on  video  discs,  and  the  number  is  growing  every  day. 
With  their  enormous  storage  capacity,  you  can  purchase  a  disci 
with  a  movie  on  one  side  and,  in  the  near  future,  you  may  pur-| 
chase  the  entire  musical  soundtrack  for  listening  on  the  other. 
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One  of  several  features  that  sets  the  Toshiba  DVD  player 
ahead  of  the  competition  is  a  process  called  ColorStream'" 
video  outputs,  which  increases  the  picture  resolution,  color 
purity  and  fidelity  and  reduces  the  "noise"  common  in  tradi- 
tional video  products.  But  the  real  benefit  of  the  new  system  is 
that  now  there's  a  format  able  to  show  off  what  Toshiba's  tele- 
vision sets  are  capable  of  producing;  no  other  signal  has  come 
close  to  taking  advantage  of  this.  What's  more,  the  revolution- 
ary DVD-Video  player  can  accommodate  any  ordinary  compact 
disc,  guaranteeing  that  your  collection  of  CDs  won't  end  up  next 
to  the  old  LPs  at  the  bottom  of  the  closet.  They'll  still  be  viable 
and  will  sound  better  than  ever.  With  the  Toshiba  DVD,  con- 
sumers will  be  getting  the  best  signal  available  to  them,  and  the 
most  flexibility. 
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SURROUNDED    IN    SOUND 

In  a  Toshiba  Home  Theater,  when  an  airplane  flies 
from  right  to  left,  the  sound  tracks  with  it.   When  a 

bomb  explodes  in  an  action- 
adventure  movie,  you  not 
only  hear  it,  you  feel  it,  with 
a  rumbling  burst  of  a  big 
bass  speaker.   These  are  the 
advantages  of  the  Dolby® 
Digital  Surround  Sound, 
which  represents  one  small 
step  for  Toshiba,  one  giant 
leap  beyond  mere  stereo. 
Instead  of  directing  sound 
SST6200  -I  through  two  speakers,  the 

Toshiba  system  operates  with  six  independent  chan- 
nels of  all-digital  audio  that  literally  criss-cross  the 
room,  just  as  they  do  in  professional  theaters.  There's 
even  a  center  channel  audio  speaker  —  a  unique 
design  —  which  focuses  the  audio  image  directly 
over  the  picture  for  more  accurate,  realistic  dialogue. 
Even  with  the  smallest  television,  you  can  reproduce 
incredible  sound  with  the  Toshiba  audio  systems. 

THE    ULTIMATE    IN    TELEVISIONS 

Choose  a  giant  Toshiba  projection 
TV  up  to  71  inches  in  diagonal  or  a 
SuperTube'"  direct  view  TV  and 
either  way  you'll  see  dazzling  pic- 
ture quality.   Toshiba's  state  of  the 
art  TheaterView  Projection  TVs  offer 
the  serious  movie  and  sports  lover 
the  most  vibrant  and  vivid  projec- 
tion image  there  is  for  cinema-like  viewing.   Toshiba 
uses  a  high-contrast,  dark-tint  screen  that  delivers  a 
bright  and  brilliant  picture  with  rich,  saturated  colors 
and  deep  blacks.   And  the  advanced  screen  design 
creates  a  wider  viewing  angle,  offering  everyone  in 
the  room  a  vivid  view  of  the  action. 

Toshiba's  innovations  include  a  slimmer  TV  (just  20 
inches  deep  for  the  50-inch  model).  These  sleek  new 


designs  fit  easily  into  your  home  theater  space,  allowing 
you  to  select  as  large  a  screen  size  as  you  wish. 

DIGITAL    SATELLITE    SYSTEMS 

Aim  your  Toshiba-brand  Digital  Satellite  System  up  at 
the  sky,  and  you  can  capture  up  to  175  channels 
broadcasting  sporting  events,  movies,  family  program- 
ming and  entertainment  for  your  home  theater.   All  of  it 
comes  with  digital  picture  and  sound  quality  that  ordi- 
nary cable  services  simply  can't  match.   Plus,  the 
unobtrusive  18-inch  dish  gives  you  access  to  an  on- 
screen menu  guide  that  lets  you  scan  programming  by 
category,  read  mini-descriptions  of  movies,  and  even 
set  your  VCR  to  record 
with  the  touch  of 
a  button. 

-TSR101 

HOME    THEATER    VCR 

Just  because  Toshiba  is  leading  the  digital  revolution 
doesn't  mean  it  has  neglected  the  VCR.  Technology 
breakthroughs,  such  as  DNR  Perfect'"  Digital  Noise 
Reduction,  can  make  even  well-worn  rental  tapes  play 
nearly  as  crisply  and  cleanly  as  the  day  they  were 
made.   And  the  award-winning  V3®  Pro  Drum 
Technology  assures  virtually  "noise-free"  playback  and 
recording.  The  VCR  is  one  of  the  building  blocks  in  a 
state-of-the-art  home  theater. 


THE    TOSHIBA    ADVANTAGE 
Whether  you're  looking  for  a  small,  high-quality  system 
or  a  dazzling  wall-sized  electronic  showcase,  putting  in 
a  home  theater  has  never  been  easier.  Toshiba  digital 
technology  puts  your  dream  system  at  your  fingertips  — 
at  a  very  affordable  price.  You'll  be  able  to  see  movies 
the  way  the  director  intended  them  to  be  seen.  With  the 
comfort  of  being  able  to  linger  in  the  theater  long  after 
the  lights  come  back  on. 


TO    FIND    THE    LOCATION 
OF    YOUR    NEAREST 
TOSHIBA    RETAILER    CALL: 

1-800-631-3811 


Don't 


VCR  Rebate 


on  select 
models 

If  you're  looking  for  top  quality 
playback  and  faithful,  easy 
recording,  then  look  no  further 
than  Toshiba  VCRs.  Purchase  a 
Toshiba  VCR  starting  November 
1,  1997  through  January  31, 
1998,  and  you'll  receive  a  mail- 
in  rebate  for  $20.00. 


Buy  a  TOSHIB 

brand  product 
now  and  take 
advantage  of  the 
following  offers! 


save 
$160 


Cinema  Series 
TV  Rebate 

Experience  the  sights  and  sounds  of 
Home  Theater  with  Toshiba  Cinema  Series 
televisions  and  get  back  $50  or  $100. 
Offer  ends  November  30,  1997. 


DVD  Starter  Kit 
With  the  Purchase  of  Any  DVD  Player 

Purchase  your  Toshiba  DVD-Video  Player  today  and  get  your  free  Starter  Kit, 
valued  at  over  $100.  Your  kit  includes:  a  DVD  Video  Disc,  software  catalogs 
to  purchase  the  latest  DVD  titles  direct  from  production  studios,  a  colorful 
T-shirt,  a  coupon  good  for  a  free  copy  of  "WideScreen 
Review"  magazine,  rebate  coupons  on  "Monster  Cable" 
and  a  $25  rebate  coupon  from  Warner  Bros,  for  future 
software  purchases. 


For  more  information  on  any  product  or  rebate,  TOSHIBA 

visit  us  on  our  Web  site:  http://www.toshiba.com/tacp 
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Out,  Out  Briefcase 


By  Patrick  Cooke 


She  ^ave  him  the  best 
years  of  her  life.  Now  he*s 
eyeing  a  young^er  model 

Nearly  20  years  ago  I  bought  my  first 
briefcase.  I  was  just  starting  out  as  a  jour- 
nalist and  so  I  had,  of  course,  nothing  to  put 
in  it.  I  paid  about  $75  and  stuffed  it  with  a 
few  back  issues  of  The  Economist  (unread)  to 
give  it  stature.  And,  as  I  recall,  a  copy  of 
Mencken  (also  unread)  for  ballast.  It  was 
the  prop  of  a  hopeful  beginner. 

My  briefcase  wasn't  a  hard  shell  attache, 
de  rigueur  for  business  types,  but  a  canvas 
number,  black,  that  I  hoped  would  reflect 
a  studied  casualness  and  cool  rebelliousness. 
I  imagined  that  it  said  doesn't  run  with  the 
pack,  though  the  fact  is  that  at  the  time  I 
would  have  run  with  any  pack  that  paid  me 
enough  to  make  the  rent. 

I  loved  the  old  girl,  but  then  something 
happened.  Suddenly  everybody  was  carry- 
ing a  canvas  briefcase — this  foreshadowed 
Dockers  and  men's  earrings  on  casual  Fri- 
days— and  my  cool  rebelliousness  soured  to 
a  conformity  as  predictable  as  that  of  the 
man  in  the  gray  flannel  suit.  StiU,  I  kept  the 
briefcase  all  this  time — we  were  young  and 
scared  and  had  only  one  another  in  this  new 
marriage — and  it  wasn't  until  just  the  other 
night  that  I  noticed  the  years  showing  on 
my  old  partner. 

I  said  nothing,  of  course.  It  sat  there  by 
the  window,  nodding  and  slumped  over  in 
the  half-light  of  the  living  room,  almost  as 
if  it  were  gazing  out  over  the  city  rooftops, 
and  I  thought  of  all  of  the  miles  traveled 
together.  We  had  begun  in  Boston,  lived 
twice  in  Washington,  D.C.,  spent  some 
happy  years  in  San  Francisco  and  then  a  life 


stretch  in  New  York  City.  For  a  year  my 
briefcase  did  the  JFK>LAK  -  LAK>JFK 
red-eye  without  complaint.  (Also,  TYO, 
FBI,  PAR,  PWM,  GEG,  BTM,  ZRH, 
MYS,  SLC  and  LGA,  among  many  oth- 
ers). It's  been  from  Phoenix,  Arizona,  all  the 
way  to  Tacoma,  Philadelphia,  Adanta,  L.A. 


rvi 
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TANINO  CRISCI 


Finest  shoemaker  since  1919 


•  NEW  YORK  • 
795  Madison  Avenue 

•  MILAN  •  FLORENCE  •  ROME  •  PARIS  •  TOKYO  •  HONG  KONG  • 

For  your  copy  of  the  Tanino  Crisci  Worldwide  Catalog  call  (212)  535. 1014  or  fax  (212)  535. 1 125  ($3.00  shipping  and  handling) 

http  ://www.taninocrisci.it 


Hovir  to  be  heard 

in  more  than  two  places 

at  the  same  time 

saying  the  same  thing 

all  alone  by  myself. 


,-S*&!i«i».«»-r^j 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  Into  my  D1000,  and  my  dialogue  is 

appearing  on  my  home  PC  in  Sausalito,'my 
office  PC  in  Sari  Francisco,  my  client's  PC  in        =^ 
Seattle  and  my  cousin's  in  Seville.  Let  me      ^ 
be  the  first  to  mention  that  the  first  di( 
recorder  with  a  flash  memory  miniature  card 
also  has  distortion-free  playback,  compressed  files 
that  are  accessed  instantly  and  unlimited  memory. 

Unheard-of. 


It's  not  just  the  sound.    It's  where  you  takelir 

OUTMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  www.olympus.com 


During  the  '80s  we'd  lived  for  sev- 
eral months  in  Belfast,  Northern  Ire- 
land. It  was  there,  in  the  village  of 
Portadown,  that  my  briefcase  acted 
as  a  shield  on  a  rainy  morning  when 
British  troops  began  clubbing  guilty 
bystanders  at  a  sectarian  parade.  It 
has  also,  at  one  time  or  another,  dou- 
bled as  a  towel  and  bath  mat.  In  Nor- 
way I  used  it  as  a  sled,  and  in  Holland 
it  carried  dewy  bundles  of  tulips.  It 
has  been  a  minibar,  a  suitcase,  a  gar- 
bage bag,  a  tray  table,  a  fig  leaf  and, 
many  times,  a  lousy  umbrella. 

Over  the  years  we  have  traveled 
together  on  single-engine  props, 
clamorous  military  planes  and  every 
kind  of  whisper-jet  made.  It  has 
been  stowed  in  the  overhead  com- 
partment, but  mostly  it's  ridden  se- 
curely under  the  seat  in  front  of  me. 
(It  was  in  my  lap  one  night  as  I 
hugged  my  knees  in  the  assumed  po- 
sition, the  unlikely  event  of  a  water 
landing  looking  likely  indeed.) 

Flagstaff,  Arizona  (don't  forget 
Winona),  Kingman,  Barstow,  San 
Bernardino.  It  once  fell  into  the  Med- 
iterranean in  Italy  and  floated  (I  don't 
know  why).  And  slipped  again  almost 
ten  years  later  when  I  was  carrying  too 
many  packages  and  it  dropped  onto 
the  tracks  in  a  midtown  Manhattan 
subway  station.  I  could  see  the  glow  of 
the  train  lights  rounding  the  corner, 
but  I  jumped  down  and  scrambled 
back  on  to  the  platform.  Love  makes 
us  do  stupid  things.  But  that's  how 
close  we  had  become. 

My  old  case  brushed  up  against 
movie  stars  and  murderers,  politi- 
cians, the  blessed  and  the  doomed. 
I'm  proud  to  say  that  I  never  left  it  in 
a  cab,  but  I  did  leave  it  one  night  on 
a  barstool  in  a  Bangkok  strip  club  (I 
was  reporting  a  story,  honest)  and 
another  time  accidentally  by  the  side 
of  the  road  on  the  Cheyenne  Indian 
reservation  in  northern  Montana. 

And,  oh,  the  things  it  hauled! 
Mostly  work  papers,  tons  of  them 
probably,  not  a  single  one  of  which 
I  remember.  I  recall  instead  the  love 
letters,  a  Dear  John  or  two,  warn- 
ings from  the  IRS. 


One  night  on  a  train  returning  into 
New  York,  my  brassy  date  upended 
the  contents  all  over  the  seat  (she 
was  soon  a  goner).  "Show  me  every- 
thing," she  said,  laughing.  Among 
the  talus  of  paper  clips,  crushed  Her- 
shey  bars  and  half-eaten  melba  toast 
was  a  coin  from  Greece,  a  receipt  for 
jury  duty,  two  Nicorettes,  a  woman's 
hair  clip,  a  stalk  of  Highland  heath- 
er, a  bookmark  from  a  store  in  the 
Haight,  a  niece's  grade  school  pho- 
tograph, a  birthday  candle,  the  busi- 
ness card  of  a  big-shot  Hollywood 
producer,  a  trouser  button  I  burst 
one  night  at  dinner  in  Chicago.... 
The  soft,  happy  remnants  of  a  tide 
that  washed  in  and  out  through  one 
man's  life  for  almost  20  years. 

We  might  have  gone  on  collecting 
this  stuff,  but  then,  the  other  night, 
something  changed.  The  whisper  of 
the  banshee,  I  suppose.  The  fact  is, 
that  seeing  my  briefcase  haggard  and 
hunched  over  by  the  window,  I  real- 
ized that  it's  now  become,  frankly, 
an  embarrassment,  frayed,  duU.  And 
suddenly  I  had  that  same  feeling  cou- 
ples get  when  one  person  has  decided 
to  leave  the  relationship,  but  they 
haven't  yet  had  "the  talk." 

What  does  one  do  with  an  old 
briefcase,  a  bystander  to  a  life  of  tri- 
umphs and  mortifications?  Retire  it? 
Where?  You  don't  shoot  it  behind 
the  barn  like  an  old  dog.  There's  no 
sort  of  witness  protection  program 
that  I  know  of.  Do  you  want  it?  (I 
didn't  think  so.) 

Okay,  the  truth  is,  I've  been  look- 
ing at  other  models,  and  I've  got  my 
eye  on  a  leather  number  that's  new 
and  smells  wonderful  and  fresh  and 
makes  me  feel  like  a  spring  colt  again. 
It  says  runs  with  the  right  crowd.  I  feel 
bad  about  the  split-up,  sure.  No  hard 
feehngs  and  all  that. 

But  what  can  I  do?  I'm  still  fairly 
young.  You  only  go  'round  once. 
Why  not  hook  onto  something  that 
adds  a  Httle  thrill  to  life?  Fun's  fun, 
but  eventually  a  man's  got  to  move 
on.  Am  I  right?  Guys.  You  know 
what  I'm  talking  about.  Help  me 
out  here.  • 
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HOLLAND  «t  Holland 

JO  East  57™  Street,  Nev  York,  NY 

442  North  Rodeo  Drive,  Beverly  Hii.i.s,  CA 

BRITISH       CRAFTSMANSHIP...    SINCE       183S 

FOR     INFORMATION     PLEASE     CALL     1-800-5INCE 

1  83S. 

Find  Your  Gem 
T!\t  John's  Island. 


Beautifully  located  on  a  1.4  acre  lot.  overlooking  the  splendor  of  John's  Island 

Sound,  is  a  Georgian-style  estate  including  4  bedrooms,  6  1/2  baths,  a  detached 

guest  house,  and  a  dock.  Gem  Island... our  own  private  island. 


REAL  ESTATE  COMPANY 


One  John's  Island  Drive,  Vero  Beach  Florida  32^)63 
Phone:  561-231-0900  or  800-327-3153  Fax:  561-231-15W  www.johnsislandrealestate.com 
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SKYY 

VODKA 


.■■       Pour  tVvd;  ounces  of  Skyy  vodka  over  ice.  Also  known  as  Skyy  Ice,  Skyy  Over,  Skyy  Rocks. 
JIFexceptionally  clean, ;clear  vodka  produced  by  four-cdlumn  distillation  and  triple  filtration,  always  reach  for  tfie  Skyy. 

wK^  DiSTIltEO  IN  AMERlC^Rp;M  AMERICAN  GRAIN.  40%  ALC/VOL  (80  PROOF]  100%  GRAIN  NEUTRAl  SPIRITS.  ©1997  SKYY  SPIRITS,  INC.,  SAN  FRANCISCO,  CAUFORNIA. 


(auto  exoticism) 


By  Parnelli  Jones 


Introducing  Greneral  Motors' 
new  electric  vehicle.  It's  pretty. 
It's  quick.  It's  socially  re- 
sponsible. But  is  it  practical? 

People  say  that  we  don't  have  seasons 
in  Southern  California.  Well,  we  do.  You 
can  always  tell  when  it's  fall  because  the 
smog  clears  out.  The  rest  of  the  year,  of 
course,  most  of  the  city  sits  under  a  yellow 
haze  and  we  listen  for  the  air-quality  index 
on  the  weather  reports. 

A  few  years  ago,  California  started  get- 
ting serious  about  reducing  pollution  and 
mandated  that  car  makers  begin  manufac- 
turing zero-emission  vehicles.  The  mandate 
was  postponed  from  1998  to  2003,  but 
General  Motors  has  already  got  the  jump 
on  much  of  the  competition  with  its  EVi 
electric  vehicle.  In  fact,  you  can  lease  one 
now — you  still  can't  buy  them  yet — at 
Saturn  dealers  in  Southern  California  for 
about  $399  a  month  ($33,995  unit  cost). 

What  GM  has  done  is  taken  a  beautiful 
little  concept  car  called  the  "Impact,"  that 
debuted  at  the  Los  Angeles  Auto  Show  in 
1990,  and  adapted  it  for  electric  use.  And 
I've  really  got  to  hand  it  to  the  engineers  for 
some  of  the  clever  solutions  they've  come  up 
with:  electrically  applied  antilock  power 
brakes — there's  no  vacuum  without  an 
engine — that  actually  help  recharge  the  bat- 
teries by  turning  kinetic  energy  into  elec- 
trical power;  an  ultralow  drag  coefficient 
using  a  frame  and  dent-resistant  body  that 
are  almost  entirely  recyclable;  an  electri- 
cally powered  power-steering  pump,  and 
an  air-conditioning  unit  that's  a  third  more 
efficient  than  the  conventional  type All 


in  all,  23  new  patents  were  filed  in  the  de- 
velopment of  the  EVi. 

And  you  can  forget  the  golf  cart  jokes. 
Believe  me,  I've  driven  enough  golf  carts  to 
know  that  they  don't  hit  o  to  60  in  under 
nine  seconds.  The  EVi  does,  and  that's 
roughly  the  equivalent  acceleration  of  the 
BMW  3i8i.  It  has  good  visibility,  great 
safety  features,  a  well  laid-out,  "heads-up" 
dashboard  and  it's  very  comfortable.  In 
other  words,  I  like  the  EVi  as  a  vehicle. 

Do  I  think  it's  practical?  That's  another 
matter,  and  it  all  comes  down  to  one  word: 
range.  Let  me  explain. 

The  EVi  is  powered  by  26  lead-acid  (re- 
cyclable) batteries  that  are  topped  up  by  a 
recharge  unit  that  comes  with  the  car.  One 
end  of  the  unit  plugs  into  a  port  on  the  car's 
nose,  the  other  end  into  a  iio-volt  or  a  220- 
volt  home  wall  socket,  the  latter  the  same 
heavy-duty  circuit  used  for  your  washer/ 
dryer.  (Using  an  EVi  may  keep  you  out  of 
the  gas  station,  but  you  do  use  energy  just  the 
same.)  The  220-volt  unit  recharges  the  car  in 
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about  three  hours,  the  no-volt  unit  in 
15  hours,  which,  take  it  from  this  old 
race  car  driver,  is  one  long  pit  stop. 

The  engineers  at  GM  have  care- 
fully calculated  how  much  mileage 
they  think  the  EVi  is  capable  of,  and 
they've  come  up  with  70  to  90  miles 
per  charge.  That  seems  to  me  to  be 
wishful  thinking.  But  then  again,  all 
of  those  city/highway  estimates  for 
gasoline-powered  cars  are  pie  in  the 
sky,  too,  and  are  based  on  absolutely 
ideal  conditions,  not  the  way  people 
actually  use  a  car. 

The  gorgeous  little  red  EVi  that 
GM  delivered  to  me  on  a  recent 
morning  in  L.A.  had  a  bar  gauge  on 
the  dash  that  said  the  batteries  were 
full.  Next  to  it  was  a  distance  indica- 
tor, however,  telling  me  that  I  could 
drive  only  41  miles.  The  guy  who  de- 
livered the  car  also  said  that  40  to  50 
miles  on  a  full  battery  was  more  real- 
istic than  70  to  90. 

Let  me  tell  you  something:  40 
miles  is  nothing  to  an  L.A.  driver. 
And  that's  my  problem  with  the  EVi. 


It  really  limits  a  driver's  movements. 
Given  the  current  state  of  battery  tech- 
nology, an  electric  vehicle,  any  elec- 
tric vehicle,  restricts  people's  move- 
ments, rather  than  people  using  a  car 
to  determine  their  own  choice  of  ac- 
tivities. I'd  hate  to  have  to.  rely  on  a 
car,  particularly  in  an  emergency,  that 
is  going  to  just  plain  stop  in  the  road 
when  it's  out  of  juice,  perhaps  20 
miles  from  its  recharging  source.  You 
don't  have  a  whole  lot  of  options. 

Here's  another  objection:  the  bat- 
teries on  the  EVi  don't  work  as  ef- 
ficiently, and  range  is  reduced,  in 
temperatures  under  50  degrees.  Guess- 
ing how  much  mileage  you're  going 
to  get  depending  on  the  day's  weather 
is  a  crapshoot  I  don't  think  I'd  want 
to  be  in  very  often.  (Denver's  got  a 
terrible  smog  problem  too,  and  plenty 
of  days  under  50  degrees.) 

Don't  get  me  wrong  about  this  car. 
I  admire  the  little  critter,  I'm  all  for 
clean  air  and  GM  is  certainly  on  the 
right  track.  There  may  even  be  a  se- 
lect market  for  the  car  among  those 


who  are  very  specific  about  what  theyl 
need  it  for,  such  as  commuting  a  mile  I 
or  two  to  the  train  station  every  day. 

But  here's  what  I  think  is  a  better  I 
idea:  why  not  mandate,  say,  delivery  I 
vehicles  as  the  first  electric-powered] 
carriers.  A  mail  truck,  for  instance, 
takes  a  predictable  route  every  day, 
covering  a  predictable  number  ofl 
neighborhood  miles,  and  generally  [ 
doesn't  deviate  from  it.  It  leaves  the 
garage  for  one  purpose  only,  andj 
comes  back.  That's  an  ideal  candidate 
for  electric  use.  Individual  citizens 
and  families  aren't;  their  needs  are 
too  unpredictable  to  make  electrics 
useful  on  a  widespread  basis,  at  least 
until  longer-range  batteries  can  ac- 
commodate them. 

That's  my  two  cents,  for  what  it's 
worth.  Meanwhile,  what  would  I  do 
with  the  "Impact"?  Well,  you  know 
me.  I'd  put  a  fuel-efficient  four- 
cylinder,  two-liter  engine  in  it.  My 
guess  is  that  you'd  get  about  50  miles 
to  the  gallon — and  one  hell  of  a  fiin, 
fast  little  car.  • 
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First  Encounters 
By  Davidoff 


Buffalo  Bill  was  more  a  figment 

of  his  own  imagination  than 

a  true  legend  of  the  west. 

After  years  of  battle,  Sitting  Bull 

hod  been  reduced  to  o  bit 

player  in  Bill's  Wild  West  Show. 

But  today,  ensconsed  in 

a  tiny  gondola  floating  down 

the  Grand  Canal  in  Venioe, 

they  talked  not  of  politics, 

but  of  the  lost  vestiges  of  a 

lonely  frontier.  And  in  lieu  of 

the  mandatory  peace  pipe, 

they  opted  for  a  mild 

flavored  cigar. 


FOR  CORPORAH 

ACCOUNT  INFORMATION 

PLEASE  CALL  1-800-353-0061 


For  those  who  ore  obsessed 
with  quality. 


IQOI-  Bullc    '  Bill  Sillii iQ  Bull  and  fine  cigais 


535  MADISON  AvPNUE.  NEW  YORK.  212-751-9060/800-548-4623  •  232  VIA  RODEO.  NORTH  RODEO  DRIVE.  BEVERLY  HILLS.  310-278-8884/800-328-0039  CATALOGUE  ORDERS.  80a328-4365  EXT  63 
GENEVA  BRUSSELS,  /'-f.lSTERDAM.  LONCX3N.  SAO  PAULO.  MONTREAL  NEW  YORK  PANAMA  OTY  MEXICO  CITY  BEVERLY  HliS  TOKVO.  SEOUL  BEUNG.  SINGAPORE.  HONG  KONG.  KUALA  LUMRJR.  BANGKOK  MOSCOW  BERUN.  2URCH 
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The  Pleasure 

of  Perfection 


"FACADE"  Collection 
from  $1600 
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Van  Cleef  &  Arpels 

NEW  YORK  744  FIFTH  AVENUE 
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When  i^our  private  villa  me.  fures  2,150  square  feet,  has  a  dining  pavilion  and  24-hour 
service,  is  surrounded  by  gardens  and  views  of  Jimbaran  Bay  —  and  is  a  Four  Seasons  Resort 
all  is  possible.  Call  your  travel  counsellor  or  in  the  U.S.,  (800)332-3442.  Website:  www.fshr. 


com 
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Four  Seasons  Resort 

A  Four  Seasons  •  Recent  Resort 
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Bogus  Stogies 

By  Nick  Passmore 


The  insult:  those  Havanas 
you  just  bought  are  fakes. 
The  injury:  Customs  may 

decide  to  bust  you  anyway 

"Did  you  acquire  any  cigars  while  you 
were  in  the  Bahamas,  sir?" 

Little  did  he  know — or  perhaps  he  did — 
but  with  these  few  words  the  U.S.  Customs 
agent  in  the  Bahamas  ruined  my  day. 

Of  course  I  had  bought  cigars.  Quite  a 
few,  in  fact.  Quite  a  few  Cuban  cigars  that 
are  still  illegal  to  bring  into  the  United 
States.  It  was  one  of  my  primary  motives 
for  taking  the  trip,  now  that  the  ravenous 
hordes  of  nouveau  cigar  aficionados  have 
stripped  Europe's  duty-free  shops  of  what 
are  still  the  best  smokes  in  the  world. 

Now  what  was  going  to  happen?  I  was 
looking  at  the  loss  of  several  hundred  dol- 
lars worth  of  cigars.  A  big  fme?  Quite  pos- 
sibly. Jail?  Unlikely,  but  attempting  to  im- 
port Cuban  products  contravenes  the  fright- 
ening-sounding Trading  With  The  Enemy 
Act,  so  presumably  the  sky's  the  limit  if  the 
Feds  really  wanted  to  get  nasty. 

But  when  I  displayed  my  carefully  pro- 
cured cigars  for  his  inspection,  instead  of 
hauling  me  off  to  the  interrogation  room, 
the  customs  agent  just  laughed.  He  took 
one  look  at  them,  and  with  an  expert's  all 
too  evident  disdain  for  a  patsy,  derisively 
informed  me  that  I  had  been  had.  They 
weren't  genuine  Havanas  at  all,  but  coun- 
terfeits. Fakes.  And  with  a  contemptuous 
wave  of  his  hand,  he  dismissed  me  and  my 
cigars,  freeing  us  to  board  the  plane. 

I  felt  humiliated.  I  was  relieved,  of  course, 
not  to  have  tangled  with  the  United  States 


Customs  Service,  but  the  relief 
was  subsumed  by  that  gnawing 
sense  of  abject  foolishness  that 
sweeps  over  you  when  you  realize 
you've  been  conned. 

This  sort  of  thing  was  not  sup- 
posed to  happen  to  me,  the  experi- 
enced and  sophisticated  traveler.  I 
didn't  change  my  money  in  dark  alleys 
behind  the  Metropol  in  Moscow,  or  give 
my  bags  to  helpful  boys  at  Ramses 
Station  in  Cairo.  How  come  I  had 
managed  to  get  ripped  off  in  the 
Bahamas? 

In  the  answer  to  that  ques- 
tion there  lies  a  very  interest- 
ing phenomenon. 

On  getting  home  I  began 
to  ask  around,  and  quickly 
became  aware  that  far  from 
being  the  victim  of  an  isolated 
scam — as  I  had  at  first  sup- 
posed— I  had  inadvertently 
stumbled  into  the  widespread 
and  growing  trade  in  counter-        \ 
feit  Havana  cigars.  It  seems  that 
a  vast  majority  of  the  cigars  sold 
in  North  America  and  the  Caribbean 
as  "Havanas"  are,  in  one  way  or  an- 
other, fake. 

It  isn't  surprising  when  you  think 
about  the  circumstances.  In  the  last 
few  years,  cigar  smoking  in  the  U.S. 
has  become  the  trend  du  jour  for  movie 
stars,  sports  celebrities  and  their  vast 
hordes  of  well-heeled  imitators. 

When  you  combine  this  rapid  increase 
in  demand  with  the  devastation  inflicted 
on  Cuban  production  by  37  years  of  a  com- 
mand economy  and  a  few  bad  harvests, 
you  have  all  the  ingredients  for  a  pros- 
perous black  market. 
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The  U.S.  embargo  against  Cuba  even  experts  have  trouble  detecting  from  the  boxes  and  took  off  the 
further  stokes  the  demand  for  its  them.  At  the  other  end  of  the  spec-  bands.  Then  he  shipped  the  band^ 
cigars  by  making  them  a  scarce,  and  trum  are  cigars  made  from  sweepings  and  boxes  to  the  U.S.  in  one  package ' 
therefore  much  desired,  commodity.  off  the  factory  floor.  Cmdely  rolled,  and  the  cigars — as  legal  Dominicans, 
And  there  are  plent}^  of  people  will-  fitted  out  with  fake  bands  and  pack-  or  Hondurans — in  another.  Once  ir 
ing  to  supply  this  demand.  You  can't 
spend  very  long  in  Havana  without 
being  approached  by  someone  offer- 
ing to  sell  you  cigars,  and  in  many 
restaurants  there  is  a  man  sitting  at 
a  back  table,  often  a  retired  professional 
roller,  ready  to  make  any  cigar  you 
want.  They're  even  rolling  them  in  the 
streets.  The  motivation  is  easy  to  dis- 
cern: the  Cuban  economy  is  in  such  aged  in  stolen  boxes,  they  are  sold  all  the  U.S.,  the  parts  were  reassembled 
tatters,  and  the  people  so  desperate      over  the  Caribbean  and  the  U.S.  at     and  sold  to  individuals,  clubs  and] 

vast  markups  to  unsuspecting  novices 

who  are  thrilled  to  have  their  first 

taste  of  a  real  "Havana." 

"David"  is  a  recently  retired  New 

York  "broker"  of  illegal  Havanas. 
this  being  a  police  state,  the  making  Initially,  he  smuggled  in  the  genuine  pie  of  years,  David,  Hke  many  others 
and  selling  of  counterfeit  cigars  has  product  via  Mexico,  Canada  or  the  in  the  business,  switched  to  the  black 
become  a  thriving,  albeit  illicit,  cot-  Bahamas,  but  after  he  was  stopped  market  in  order  to  maintain  his  mar- 
tage  industry  in  Havana.  and   lost   several   thousand   dollars 

Some  of  the  best  black-market  cigars     worth  of  cigars,  he  changed  his  modus 
are  very  good  indeed — so  good  that      operandi.  First  he  removed  the  cigars 


for  the  prized  U.S.  dollar,  that  the  op- 
portunity to  earn  a  week's  wages  by 
selling  one  box  of  counterfeits  is  all 
the  incentive  many  need.  So  dire  is 
the  economic  situation  that,  despite 


Some  of  the  best  black-market  cigars  are  very 
good  indeed — so  good  that  even  experts  have  trouble 

detecting  them.  At  the  other  end  of  the  spectrum 
are  cigars  made  from  sweepings  ojf  the  factory  floor. 


restaurants. 

While  this  was  ob\'iously  illegal,  hisl 
customers  were  at  least  getting  the! 
product  they  paid  for.  But  as  official 
prices  in  Havana  rose  over  the  last  cou- 


HOW  TO  SPOT  A  FAKE 


oby  BroGklehurst  is  managing  director  of  Special  Places, 
an  English  tour  operator  that  runs  cigar  tours  to  Cuba.  He 
offers  the  following  advice  on  how  to  spot  counterfeit  cigars: 

"First,  look  at  the  bottom  of  the  box;  there  should 
be  the  factory  stamp,  a  series  of  blue  letters  and  numbers 
indicating  when  and  where  they  were  made.  Then  there 
should  be  a  paper  seal  across  the  top  right-hand  comer  of  the  top 
of  the  box  with  "Habanos"  on  it,  and  a  green  paper  seal  across  the 
front  of  the  lid  that  looks  somewhat  like  a  currency  note. 

"When  you  open  the  box  there  should  be  a  thin  sheet  of  cedar- 
wood  on  top  and  a  sheet  of  semitransparent  paper  between  that 
and  the  cigars.  Below  that  there  should  be  exactly  13  cigars. 

"Look  at  the  cigars.  They  should  be  of  uniform  color  and  appear 
well-made.  There  should  be  no  blemishes  or  holes  in  the  wrapper 
and  no  prominent  veins  or  bulges.  The  ends  should  be  cut  at  an 
exact  right  angle. 

"Then  turn  the  box  over  with  the  lid  open  at  45  degrees,  so  the 
top  layer  of  cigars  is  resting  on  the  lid,  and  check  the  bottom 
layer  to  see  if  they  look  the  same  as  the  ones  on  top.  Counterfeit- 
ers often  put  stolen  genuine  cigars  or  good-quality  fakes  on  the 
top  and  hide  the  rubbish  underneath. 

"Even  if  the  cigars  pass  all  these  tests,  it  doesn't  mean  the 
cigars  are  genuine;  the  racket  is  getting  more  sophisticated  all 
the  time.  And  if  they  fail  even  one  test,  they  certainly  aren't  real 
Cuban  cigars." 


gins  without  having  to  raise  prices. 
None  of  his  customers  seemed  to  no- 
tice the  difference. 

According  to  him,  American  smok- 
ers, especially  the  legions  of  recent  con- 
verts, are  more  interested  in  the  name 
on  the  cigar  than  the  product  itself.  For 
these  nouveau  smokers,  cigars  are 
about  appearing  trendy  and  in  the 
know — and  they  are  easy  marks  for 
the  dealers.  For  the  poseur  in  a  cigar 
bar,  it  is  infinitely  more  desirable  to 
smoke,  and  be  seen  smoking,  a  fake 
Montecristo  with  a  band  than  a  gen- 
uine one  without. 

David  even  had  U.S.  customers, 
managers  of  stores  and  cigar  bars,  tell 
him  not  to  bother  with  the  cigars  but 
just  to  supply  them  with  the  bands. 
They  would  then  put  the  genuine 
bands  on  $3  Macanudos,  turning 
around  and  selling  them  as  Monte- 
cristos  for  $30  each  to  their  very  grate- 
ful "special"  customers. 

As  Lew  Rothman,  president  ot  JR 
Cigar,  observes,  "Given  the  number 
of  Montecristos  I  see  being  smoked, 
there  has  either  been  an  increase  in 
counterfeit  cigars  or  Cuba  is  produc- 
ing more  than  ever  before."  Which  of 
course  it  isn't. 
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he  TV  you  own  when  you  can  own  any  TV.  The  Sony  XBR  series  takes  tele 
ision  to  the  next  level.  It  starts  with  the  Trinitron  tube,  the  industry  standard  in 
Jarity  color,  and- sharpness.  Then  adds  advanced  picture  enhancements,  a 
ynamic  sound  system  and  component  video  input  for  sharper  resolution  of 
iigital  sources.  And  in  years  to  come,  as  television  technologies  evolve,  the 
(BR  TV  will  be  at  home.  So  you  just  may  want  one  for  your  weekend  place,  too. 


Trinitron 
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www.sony.com/tv 


An  American  Express 
Cardmember  Goes  Shopping 

JE8HY  SEINFELD 

{Comedian,  Author,  Cereal  Lover} 


1.  Chair 

2.  Globe 

3.  Rug 

4.  Shoe  Polisher 

5.  Sink 

6.  Goldfish 

7.  Vacuum 

8.  Shoes 

9.  Lamp 

10.  Basketball 


11.  Computer 

12.  Coffee  Table 

13.  Video  Game 

14.  Cleansers 

15.  Television 

16.  Pez  Collection 

17.  Cereal  Bowls 

18.  Cereal 

19.  Fridge 

20.  Satellite  Dish 


21.  Bike  &  Stand 
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David  estimates  that  at  least  8o% 
of  the  supposed  Havanas  sold  in  the 
Caribbean — even  in  the  duty-free 
shops — are  counterfeit.  You  can  get 
a  box  of  good-quality  fake  Monte- 
cristos  for  about  $40  in  Cuba,  while 
the  genuine  article  costs  $300.  Either 
box  will  sell  for  a  minimum  of  $500 
in  stores  all  over  the  Caribbean,  with 
not  one  customer  in  a  hundred  being 
any  the  wiser. 

Some  of  these  are  genuine  cigars 
stolen  from  the  factory  before  they 
are  aged  properly.  Some  are  made  at 
home  by  factory  employees  with 
stolen  or  reject  tobacco.  Some  are 
made  in  garages  by  small,  illegal  two- 
and  three-man  operations  using  infe- 
rior tobacco,  and  some  are  made  in 
other  cigar-producing  countries  from 
substandard  leaf  left  over  from  legit- 
imate production.  All  are  packaged 
with  stolen  bands  in  stolen  boxes  for 
sale  at  less  than  a  quarter  of  the  price 
of  the  genuine  article. 


There  are  plenty  of  hustlers  mak- 
ing money  buying  up  bogus  cigars  in 
Cuba  and  elsewhere  and  taking  them 
to  Caribbean  resorts  where  they're 
sold  to  unsuspecting  tourists.  Canciin 
is  a  major  transshipment  point,  but  tlie 
problem  is  pervasive  throughout  the 
Caribbean,  with  fakes  showing  up  in 
Main  Street  tourist  shops  and  on  duty- 
free counters  alike.  The  money  is  just 
too  good. 

This  thriving  black  market  will 
continue  as  long  as  the  U.S.  trade 
embargo  persists  and  the  Cuban  ec- 
onomy remains  incapable  of  expand- 
ing production  to  meet  the  ever 
increasing  worldwide  demand.  Until 
then,  anyone  considering  buying  a 
Havana  cigar  should  proceed  with 
caution,  and  be  aware  that  what  they 
are  getting  almost  certainly  isn't  the 
real  thing.  • 

Nick  Passmore'j  photographs  have 
appeared  frequently  in  FYI. 


Where  Can  I  Buy  It  With 

THE  CARD 


The  American  Express* 
Card  is  welcome  at  all 
kinds  of  places.  Just 
ask  Jerry,  who  uses  his 
Card  for  everyday  items,  as  well 
as  for  the  things  that  make  him, 
well,  Jerry.  In  fact,  it's  so  widely 
accepted,  Jerry  uses  it  wherever  he 
goes.  No  kidding. 


Tyoui 


can  find  items  like  Jerry's 
these  establishments: 


} 
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Petland  Discounts 

IKEA 

The  Sports  Authority 

RadioShack 

Crate  &  Barrel  Furniture 

Sears 

Rand  McNally  Travel  Store 

Hammacher  Schlemmer 

And  if  you're  in  Jerry's 
neighborhood,  New  York  City: 

ABC  Carpet  &  Home 

Desco  Vacuums 

Bicycle  Habitat 

Food  Emporium 

Palazzetti 

The  Lighting  Center,  Ltd. 

Nobody  Beats  The  Wiz 


http:  /  /  www.aniericanexpress.com 
AOLKe>'\vord:.'Vmerican  Express 

TO  APPLY  CALL  1-800-THE  C\RD 


} 


do  rjjora 


AMERICAN! 
lEXBRESS 


Cards 


Jose  Cuervo  invites  you  to  surprise 
someone's  snifter  with  the  gift  of  the 
world's  most  sought-after  tequila, 
Jose  Cuervo®  Reserva  de  la  Familia.  Aged 
for  years  in  new  French  and  American 
oak  casks,  this  100%  Blue  ^ave  tequila 
is  exceptionally  smooth  and  complex  ^ 

in  character.  It  should  be  sipped  and 
savored,  much  as  one  would  a  fine 
cognac  or  single-malt  scotch. 

THE  WORLD'S  MOST  SOUGHT-AFTER  TEQUILA.  AN  INSPIRED  GlFj 

Jose  Cuervo  Reserva  de  la  Familia  is 
an  achievement  befitting  the  200-year 
heritage  of  the  world's  oldest  and 
largest  tequila  maker.  Each  barrel  is 
personally  sampled  by  a  member  of  the 
Cuervo  family.  Only  the  tequila  that 
meets  the  family's  rigorous  standards 
is  then  permitted  to  be  bottled. 
Available  in  limited  quantities  and  often 
difficult  to  locate,  you  can  now  send  a 
gift  of  Jose  Cuervo  Reserva  de  la  Familia 
by  calling  1-800 -BE-THERE.' 


la  Fdmilia  Tequila.  40%  Ale.  by  Vol.  (80  Proof)   Bottled  at  origin  and  imported  b\  Heublein.  Inc..  Hartford,  CT.  Under  license  from  the  Trademark  Owners.  £1997.  Heublein.  Inc  'Void  where  prohil 
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The  Best  Damn  Wine 
In  The  Whole  Damn  World 


For  $100,  or  thereabouts 

By  Tony  Hendra 


MoRT  Sahl  told  one  of  my  favorite 
New  York  jokes  a  few  months  back  on  the 
Don  Imus  Show.  To  me  it  sums  up 
the  modern  concept  of  Service. 
Four  Upper  East  Side  matrons 
d'un  certain  age  are  lunching  at  a 
tony  Manhattan  restaurant.  After 
the    first    course    the    obsequious 
maitre  d'  sidles  over  to  the  table: 

"Good  afternoon,  ladies,"  he  says. 
"Is  anything  all  right?" 

Service,  service,  service  is  the  cry  of 
magazines  these  days,  and  at  no  time 
is  it  more  strident  than  when  the  great 
holiday  beast  starts  slouching  towards 
Bethlehem.  We're  proud,  therefore,  to  an- 
nounce our  first  annual  Best  Damn  Wine 
In  The  Whole  Damn  World  (for  $ioo) 
Survey.  This  profoundly  unscientific  study 
asked  a  sampling  of  oeno-cognoscenti  what 
single  bottle  of  wine  they  would  buy  with  a 
budget  of  $ioo  (or  thereabouts). 

Why  $ioo?  Because  I'm  convinced  that 
much  above  this  sticker  price  the  motiva- 
tion of  the  buyer  or  holiday  giver  begins  to 
have  as  much  to  do  with  price  as  with  con- 
tents. In  terms  of  impressing  the  recipient: 
wine-is-fine  but  sticker-is-quicker.  This 
isn't  to  say  that  the  quality  of  wine  above 
$ioo  a  bottle  is  compromised  by  its  price. 
There  are  whole  classes  of  wine  way  above 
that  price  whose  merits  merit  such  tabs; 
which  merits  can  be  objectively  assessed  by 
members  of  the  vinous  Fourth  Estate — 
a.k.a.  the  Estate  Bottled — honest  fellows 
all,  who  never  allow  ourselves  to  be  swayed 


by  a  wine's  cost — because  we  never 
have  to  foot  the  biU.  (It's  a  tough,  challeng- 
ing life.  Many  are  called  but  tew  are  chosen.) 
It  should  be  noted,  however,  that  a  $ioo 
tab  will  not  guarantee  you  a  good  ride.  Wine 
prices  are  absurdly  inflated  at  the  moment; 
many  a  $ioo  bottle  was  in  the  $20-540  range 
not  long  ago  and  still  ought  to  be.  This 
is  especially  true  of  many  well-known 
Californian  labels.  Personally  I've  stopped 
drinking  all  but  a  handful  of  Californian 
producers  (such  as  anything  from  Helen 
Turley,  anything  from  Jim  Clendenen, 
Chalone  Chardonnay,  etc.)  because  of  gross 
overpricing.  Another  annoyance  is  the 


rvi 


FORBES  71 


Shangri-La  Golden  Flower, 
Xian,  China 


Fiji  Mocambo, 

Nadi,  Fin 


Shangri-La's  Fijian  Resort 
Yanuca  Island,  Fiji 


Island  Shangri-La, 
Hong  Kong 


Kowloon  Shangri-La, 
Hong  Kong 


Bali  Dynast\  R 
Bali,  Indonc 


Shangri-La's  Golden  Sands 
Resort,  Penang,  Malaysia 


Shangri-La's  Rasa  Sayang 
Resort,  Penang,  Malaysia 


Traders  Hotfl,  Shangn-La's  Mactan  Island         Shangn-La's  Edsa  Plaza  Hotel,  Shangri-La  Hcl 

Yangon,  Myanmar  Resort,  Cebu,  Philippines  Manila.  Philippines  Manila,  Philippl 


■  Opening  Mid  1997 


For  reservations,  call  your  travel  consultant  or  USA,  Q 


Shangri-La  Hott-I, 
Surabaya,  Indonesia 


Sliangn-La's  Tanjung  Aru  Resort,     Shangri-La's  Rasa  Ria  Resort, 
Kota  Kinabalu,  Malaysia  Kota  Kinabalu,  Malaysia 


Shanyn-La  Hotel. 
Kuala  Lumpur,  Malaysia 


Shangri-La  Hotel, 
Penang  Malaysia 


ITS  Hotel, 
I'hilippines 


Shongn  La  I  lotel, 
Singapore 


Shangn  L.i's  Rasa  Senlosa 
Resort,  Singapore 


Traders  Hotel, 
Singapore 


Far  Eastern  Plaza  Hotel, 
Taipei,  Taiwan 


Shangri-La  Hotel 
Bangkok,  Thailand 


U)ll-(rcf  I  800  <M2  5050.  Internet:  http://www.Slian«n-l.a  com 


SHANGRI-LA 


HOTKI.S  3.1.)  RKSORTS 


ridiculous  alcohol  levels  Californian  satisfaction  of  "I'm-rich-enough-to-  thing.  They  had  one  thing  right — 
reds  are  reaching:  14%  and  higher  is  afford-this-and-you're  not"  awe,  rev-  wine  and  food  go  together  like  Smith 
quite  common  (and  it's  often  more  erence,  a  tendency  to  twitch,  and  even  and  Barney.  While  you  can  assess  cer- 
than  the  label  admits).  Curious  in  a  in  some  terminally  liberal  cases,  guilt,  tain  aspects  of  a  wine's  merits  in  iso- 
lation, its  apotheosis  is  at  the  table. 
There  wine  reaches  a  different  kind  of 
"best."  Wine  separated  from  food  is  like 
a  boxer  who  never  goes  into  the  ring; 
you  can  speculate  all  you  want 
watching  him  work  out  how  good 
he  might  be,  but  you'll  never  know 
for  sure,  till  the  bell  sounds  for 
Round  One.  Separate  Smith 
and  Barney  and  you've  got  the 
most  boring  name  in  America 
and  a  purple  dinosaur. 

Rating  wine  in  isolation 
from  food  creates  a  free- 
floating  commodity,  specu- 
lation in  which  quickly 
detaches  price  from  quality. 
Example:  prices  for  the  wildly 
hyped  '82  Bordeaux  vintage, 
which  no  longer  have  anything 
to  do  with  what's  in  the  bottle. 
In  my  opinion  '82  is  a  vintage 
that's  tending  to  mature  very 
early  anyway.  Having 
paid  through  the  nose 
for  your  '82  Lafite 
($600)  or  '82  Latour 
($700),  you  may 
risk  some  un- 
pleasant surprises. 
Sojust  don't  open 
it.  Ever.  Think  of 
it  as  a  new  kind  of 
financial  instrument. 
What  it  boils  down 
to  this  holidav  season  is  if 
you  go  for  one  of  these  big-sticker  ba- 
bies, the  gift  lies  in  the  price  as  much 
as  in  the  wine  itself — which  may  be 
precisely  what  you  intend.  However, 


state  that  has  already  lowered  its      have  to  accompany  the  simple 
DWI  blood  level  to  .08.  pleasure  the  wine 

The  $ioo-and-change  cutoff  has     provides 
another  purpose:  if  you  simply  ask, 
"What's  the  best  damn  wine  in  the     ^^^cft\ 
world,"  even  extreme  cogno-       -wta^ 
scenti  will  find  it  hard  to  re- 
sist going  to  the  very  tippy-top 
of  the  heap  and  picking  some- 
thing like  a  1982  Chateau 
Petrus  (current  sticker  around 
$2,000  a  bottle)  or  a  wine  of  the 
DRC — Domaine    Romanee- 
Conti  in  Burgundy — a  bottle  of 
whose  1990  Romanee-Conti  will 
dent  your  fender  to  the  tune  of 
about  $4,500.  (Yup,  a  bottle.)  As  it 
happens  I'm  one  of  those  lonely 
folks  who  isn't  fond  of  Petrus'  den- 
sity, and  while  I  wouldn't  kick  a 
DRC  Romanee-Conti  out  of  bed, 
there  are  other  less  intimidating  red 
Burgundies  I  prefer.  But  I'll  admit  that 
these  bottles  are  considered  by 
the  vast  majority  of  People 
Who  Know  to  be  two  of 
the  best  damn  wines  in 
the  world. 

There  are  those  who 
insist  that  Petrus,  BRC 
et  al.  are  so  sublime,  so 
unique,  so  once-in-a-life- 
time,  that  money  is  irrele- 
vant to  the  bliss  they 
induce.  Bull.  What  these 
guys  are  drinking — ^whether 
they  admit  it  or  not — is 

money.  An  '82  Petrus  simply  ^jP^^^"""""^  And  what  are 

isn't  22.2  times  more  bliss-inducing  you  drinking  it  with?  Recently  I 

than  the  quite  excellent  1982  Chateau     watched  a  man  in  a  three-star  restau- 

Cantemerle  ($90),  or  for  that  matter  rant  that  shall  be  (but  oughtn't  to  be)  you  may  also  expose  yourself  to  the 
200  times  more  sublime  than  M.  nameless,  order  from  its  wine  list  a  first  suspicion  that  you  have  more  bucks 
Guigal's  splendid  Cotes-du-Rhone,  growdi  Bordeaux  priced  at  $2,400.  He  than  bottle-sense.  If  all  you  truly 
certainly  the  best  damn  wine  in  the  and  his  cement-palated  companions  want  to  do  is  provide  a  peachy  wine 
whole  damn  world  for  $10.  then  proceeded  to  drink  it  with  half  a      experience  to  that  loved  one  and/or 

When  you — or  preferably  your      pound  of  Beluga.  (When  felonies  like      CFO,  $ioo-and-change  is  a  perfecdy 
host — are  shelling  out  a  couple  months'      this  go  unpunished  it's  easier  to  un-      good  cutoff, 
rent  for  25  ounces  of  what  in  the  final      derstand  why  so  many  states  don't 

analysis  is  moldy  grape  juice,  how  can      consider  sex  with  chickens  a  crime.)  THE  POLL 

cost  not  become  part  of  the  expcri-  But  at  least  they  were  drinking     We  surveyed  about  three  dozen  folks 

ence?Even  if  you're  above  the  era  s      their  $ioo-an-ounce  plonk  with  some-      from  various  walks  of  life,  some  wine 


74  FORBES 


FYI 


Ml: 


'I 


\  li 


, 


kl 


'^ 


ftifei 


«.*\ 


M 


m 


i 


Ml 


.iJ4444J^N4.|J#i>- 


i 


o  m  e 


u 

z 


i 


Tank"  Fran^aise  Watch 

ISKgold. 

Steel  and  18Kgold. 

Steel. 


150     YEARS     OF     HISTORY     AND     ROMANCE 

ATLANTA  ■  BAL  HARBOUR  •  BEVERLY  HILLS  ■  BOCA  RATON  ■  BOSTON  ■  CHEVY  CHASE  •  CHICAGO  ■  DALLAS  •  HONOLULU 

HOUSTON  ■  LAS  VEGAS  •  MONTREAL  ■  NEW  YORK  ■  PALM  BEACH  •  SAN  DIEGO  •  SAN  FRANCISCO  ■  SOUTH  COAST  PLAZA  ■  ST  LOUIS 

TORONTO  •  VANCOUVER  •  ARUBA  ■  FREEPORT  •  NASSAU  ■  SAN  JUAN  •  ST  BARTHELEMY  ■  ST  MARTIN  ■  ST  THOMAS 

For  a  copy  of  our  cotolog,  call  1-800-CARTIER 


and  food  professionals,  some  not,  but 
all  amateurs  de  vin.  ("Amateur"  has  no 
pejorative  meaning  in  this  great  French 
phrase — it  simply  means  a  "lover  of 
wine"  and  by  extension  not  a  wine 
geek,  buff,  bore,  snob  or  weenie.) 

They  ranged  from  Victor  and 
Marcella  Hazan — whose  new  book, 
Marcella  Cucina,  would  be  a  fine 
companion  to  the  BDWITWDW— 
to  Spencer  Christian,  whose  forecast 
cracks  the  dawn  for  us  on  "Good 
Morning  America" — to  Laura  In- 
graham,  the  ultrahot,  in  every 
sense,  CBS  pundette. 

The  "food"  side  included 
Eberhard  Miiller,  execu- 
tive chef  and  manager  of 
the  revitalized  Lutece 
in  New  York;  Michael 
LoMonaco  new  chef 
director  of  Windows 
On  The  World;  Danny 
Meyer,  owner  of  the  most 
enduringly  fine  restaurant 
in  New  York,  Union  Square 
Cafe;  and  David  Rosengarten, 
host  of  TVFN's  "Taste"  and 
rising  gastronomic  star.  The  "wine" 
side  included  Becky  Wasser- 
man,  one  of  best  exporters  in 
the  Cote  d'Or;  Jancis  Robinson, 
considered  by  many,  including 
me,  to  be  the  wisest  and  wittiest 
wine  writer  in  the  English  lan- 
guage (her  new  book — Tasting 
Pleasure:  Confessions  Of  A  Wine     ,_ 
Lover — is  another  dead-cert  com-     \ 
panion  for  the  BDWITWDW);     '' 
and  Frank  Prial  of  The  New  York 
Times,  whose  surprise  selection — 
Fetzer  Vineyards  Barrel  Select 
Cabernet  Sauvignon,  but  in  a  five-liter 
bottle — ^was  a  splendid  counterweight 
to  other  choices:  "It's  as  good  as  wines 
costing  far  more  money.  I  like  to  get 
value  for  my  money." 

Other  notable  amateurs:  Jason  Ep- 
stein, vice  president  and  executive  ed- 
itor of  Random  House;  radio  legend 
Dan  Ingram;  and  film  director  Ron 
Shelton  {Bull Durham,  Tin  Cup),  who 
plumped  for  a  case  of  Old  Tbilisi  1996 
from  Georgia  (Shevardnadze's  not 
Newt's),  noting  that  the  typical  meal 


in  Georgia  lasts  six  hours,  during  which 
time  the  average  diner  will  consume 
about  three  bottles  of  Old  TbiHsi:  "A 
state  of  ecstasy  is  obtained  daily." 

THE  WINES 

Through  duplication,  near-duplica- 
tion— e.g.,  two  vintages  of  the  same 
wine — and  nonavailability,  the  30  or 
so  suggestions  were  reduced  to  nine 
finahsts.  At  this  level,  retail  availabil- 
ity is  a  serious  problem.  (In  New 
York,  we  used  Sherry-Leh- 
mann,  212-838- 


isr^^  ^ 


/  ^ 


v.SV.^'^ 


kO 


€z:^%2i 


lent  Spanish  restaurant  Solera  in  New 
York;  they  provided  tapas  oijamon, 
manchego  cheese  and  a  duck  casserole 
to  taste  against  the  wines  (all  red,  ex- 
cept the  Champagne). 

1985  Krug  This  is  supposed  to  be 
the  jewel  in  Krug's  recent  crown;  it 
poured  well  (good  head,  good  bead), 
but  we  found  it  very  lemony  in  the 
nose  and  a  trifle  ordinary  (Berenson: 
square  ). 

1994  Fetzer  Barrel  Select  Cab- 
ernet Sauvignon  (Mr.  Prial's  choice 
was  included  as  a  control:  a  bot- 
tle is  $11.99.)  Deep  blackberry 
color,  ripe,  berry  nose.  The 
chocolate  and  fruit  of  a  main- 
stream CalCab  twice  the 
price.  Would  taste  great 
by  the  fifth  liter. 


1990  Chateau  Figeac 

(St.  Elmilion)  A  nice  big 

merlot  nose,  but  not  much 

in  the  mouth  (Dawes:  "bri- 

ary").  This  is  a  wine  still  in 

its  acne-ridden  teens.  Hot 

finish.  (Berenson:  "The  most 

this  wine  will  ever  be  is  nice.") 


1985  Chateau  Lynch- 
I      Bag^es  (Pauillae)  Gorgeous 
dark  color;  intensely  layered 
nose   with    just   the    right 
touch  ot  funk.  A  Cirque 
Du  Soleil  of  flavors  in 
the  mouth;  long  deli- 
cious finish.  The  first 
contender. 


7500,  fax  800-811-WINE,  and  Acker 
Merrall  &  Condit,  212-787-1700.) 
The  tasting  panel  consisted  of  Bob 
Berenson,  president  of  Grey  Advertising 
USA;  Gerry  Dawes,  the  leading 
American  expert  on  the  wines  and 
food  of  Spain;  Diane  Kern,  trustee  of 
the  James  Beard  Foundation;  and 
yours  truly,  FYTs  El  Exigente. 

The  tasting  was  held  at  the  excel- 


1991  Heitz  Martha's 
Vineyard  Cabernet 
Sauvignon.  The  t}^ical  (and 
fascinating)  Heitz's  nose:  minty  and 
plummy.  This  wine  has  complex 
body  with  a  lot  of  promise.  This  also 
is  a  wine  whose  voice  has  not  yet 
broken.  Long,  hot  alcoholic  finish. 
(Label  admits  to  13.5%.) 

1978  Villa  Mt.  Eden  Reserve 
Cabernet  Sauvignon.  (This  wine 
was  chosen  as  there  were  several 
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The  Buccellati 


Roller  Ball  Pen 


Featured  above  in  18k  gold 
and  lacquer.  Also  created  in 

18k  gold,  sterling  silver, 
vermeil,  vermeil  and  lacquer. 

Available  at  46  East  57th  Street 

New  York,  New  York  10022 
212-308-2900/800-223-7885 

or  9500  Wilshire  Boulevard, 

Beverly  Hills,  California  90212 

310-276-7022. 

Also  in  other  fine  stores. 
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suggestions  for  '78  CalCabs — Mon- 
davi, for  example — that  were  un- 
available.) Good  color  and  nose 
(Dawes:  "bell  pepper"),  but  the  wine 
is  basically  gone.  (This  isn't  the  first 
'78  CalCab  I've  tasted  that  was  over 
the  hill.  Beware.) 

1983  Beaucastel  Chateauneuf- 
du-Pape.  Gorgeous  classic  Rhone 
nose:  leather-in-the-farmyard  waft- 
ing through  the  fruit.  After  this  bold 
opening,  surprisingly  delicate  and 
complex  in  the  mouth.  Endless  fin- 
ish. A  possible  contender. 

1993  Faiveley  Clos  des  Gort- 
ons. Beautiful  sweet  nose  with  the 
spicy  and  funky  top  notes  of  great 
Burgundy.  Extraordinary  balance, 
complexity  and  finish  for  so  young  a 
wine.  (All:  "stylish.")  A  wine  whose 
mere  presence  will  make  you  feel 
even  wittier  and  better  dressed  than 
you  already  are.  Definite  contender. 

1992  Bonnes  Mares  Comte  de 
Vogiie.  Surprisingly  nothing  nose 
from  so  distinguished  a  source.  Mouth 
is  green,  tannic,  with  little  to  offer,  a 
lightweight.  (Dawes:  "Nada";  Beren- 
son:  "An  Oregon  Pinot  Noir — e.g., 
Ponzi — ^would  put  this  to  shame.") 


1991  Pesquera  Gran  Reserva 
"Janus"  (The  grapes  for  the  '94 
vintage  of  this  vsdne  were  trodden  by 
foot.)  Intensely  dark  color  and  lush 
nose;  a  complexity  of  fruits  in  the 
mouth,  which  have  not  yet  sorted 
themselves  out.  This  wine  needs  to 
lie  down  and  relax  for  a  few  years. 

THE  DECISION 

The  1983  Beaucastel  Chateauneuf- 
du-Pape  was  dropped  as  not  having 
quite  the  oomph  of  the  1985  Chateau 
Lynch-Bages  (suggested  by  Laura 
Ingraham)  or  the  1993  Faiveley  Clos 
des  Cottons  (suggested  by  Becky 
Wasserman).  Leaving  us  with  the 
age-old  Bordeaux-Burgundy  AFL- 
NFL  face-off 

The  panel  decided  that  the  Lynch- 
Bages  was  definitely  "a  crowd-pleaser" 
but  that  on  the  merits,  and  consider- 
ing that  the  Bordeaux  is  exacdy  twice 
as  expensive  as  the  Burgundy  ($150  as 
opposed  to  $74.95). . . 

Faiveley  Clos  des  Cottons  1993 
was  (and  is): 

THE  BEST  DAMN  WINE  IN 
THE  WHOLE  DAMN  WORLD 
(for  $100).  • 

To  N  ^'  H  E  N  D  R  A  is  FYI  's  wtTie  critic 
and  a  longtime  amateur  de  vin. 


BOSS 

HUGO       BOSS 
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BOSS  HUGO  BOSS  SHOPS 

Bal  Harbour  Shops; 

Century  City  (Fall   1997); 

Dallas  Galleria; 

The  Forum  Shops  at  Caesars; 

The  Mall  at  Short  Hills; 

The  Plaza  at  King  of  Prussia; 

Rodeo  Drive; 

South  Coast  Plaza; 

Washington,   D.C. 

BOSS  HUGO  BOSS  SHOP-IN-SHOPS 

Bigsby  &  Kruthers,  Chicago; 

Bloomingdale's,   New  York  City; 

Cedrics,  Edina; 

Garys  Newport  Beach; 

Macy's,  San  Francisco; 

Marios,  Seattle  (Fall  1997); 

Saks  Fifth  Avenue,  New  York  City 
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JVC's  new  FS  Music  Systems  represent  a  quantum 
leap  in  compact  components  designed  to  complement, 
not  conflict  with,  the  decor  of  any  home  or  office. 

Yfet  underneath  its  classic  exterior  lies  tomorrow's 
benchmark  engineering.  An  amplifier  \A/ith  electrolytic 
capacitors,  CD  Player  \A/ith  state-of-the-art  1  Bit 
D/A  conversion,  AM/FM  tuner  with  clock  timer, 
Compu  Play  for  instant  playback,  full  function 
remote,  and  a  speaker  system  that  uses  JVC's 
edge-wound  4-layer  voice  coils  and  Hyper  Neo 
Olefin  drivers. 

If  you  don't  understand  what  all  this  technology 
means,  it  doesn't  matter.  Your  ears  will  hear  it. 
Your  eyes  will  appreciate  it. 

The  JVC  FS  Music  System. 

Everything  and  more  from  a  musical  essential  for 
a  new  age. 
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For  your  nearest  authorized  JVC  dealer  call  1-800-252-5722  or  visit  our  web  site  at: 
www.  j  vc-a  merica .  com 


(STRESSBUSTERS) 


Bit  Of  A  Stretch 

By  Neal  Santlemann 


Feeling  cramped,  crimped, 
knotty  and  gnarled?  V^md 

Stretching  will  have  you 
singing  the  body  elastic 


Barry  Schwartz's  neck  was  as  tight  as 
steel  cable,  as  tangled  as  a  fishing  line.  The 
chairman  and  alter-ego  of  Calvin  Klein  Inc. 
couldn't  turn  his  head  to  breathe  during  his 
daily  mile-long  swim  or  spot  traffic  out  the 
rear  window  of  his  car,  much  less  watch 
slinky  supermodels  shimmy  down  the  run- 
way in  the  latest  fall  fashions. 

"I  thought  I  was  finished,"  Schwartz  re- 
calls of  the  agony  he  suffered  two  years  ago. 
Ergonomics  be  damned,  Schwartz  Hkes  to 
cradle  the  telephone  receiver  between  his 
head  and  shoulder — and  he  spends  a  lot  of 
time  on  the  phone.  After  years  of  abuse — 
better  known  as  "cumulative  trauma" — the 
muscles  in  his  neck  had  shortened,  tightened 
and  hardened  "like  rocks."  Despite  the  best 
efforts  of  an  orthopedist  and  an  acupunctur- 
ist, the  imbalance  wouldn't  correct. 

Then  a  friend  recommended  Schwartz 
visit  Jim  Wharton,  a  New  York-based  fit- 
ness guru  and  advocate  of  "active-isolated 
stretching."  The  latest  technique  on  the  flex- 
ibility front,  the  key  to  active-isolated  is 
holding  stretches  for  only  one  to  two  sec- 
onds so  as  not  to  allow  a  muscle's  natural 
"myotatic" — or  recoiling — reflex  to  kick 
in,  which  would  limit  how  far  you  can 
stretch.  During  weekly  hour-long  sessions, 
Wharton  got  Schwartz's  neck  back  in  bal- 
ance, elongating  and  strengthening  all 
around.  "I  never  would  have  beUeved  there 
are  so  many  directions  you  can  stretch  your 
neck,"  recalls  Schwartz. 


Result?  With  continued  therapy  and  reg- 
ular ten-minute  warm-ups  before  swimming, 
Schwartz's  head  is  floating  freely  again.  And 
he  can  yak  on  the  phone  all  he  wants. 

The  body  craves  flexibility:  think  of  how 
good  it  feels  to  arch  your  back  like  a  cat  in 
the  morning  or  to  loosen  your  cheek  mus- 
cles with  a  yawn  at  night.  Besides  surgery, 
stretching  is  the  only  way  to  increase  the 
length  of  a  muscle,  and  thereby  the  range  of 
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No  doubt,  some  mechanical  wonder  could  analyze   the  tactile 


and  thermodynamic  properties  of  various  footwear  materials. 


But  could  it  ever  say,  "This   leather  would  make  a    killer  pair 


MAN  VS.  MACHINE: 


of    loafers"?   A    machine    could   probably    design    shoes    that 


attract  attention.  But  shoes   that   attract   admiration   (as   we 


here's  one  for  our  side. 


hope  these  do)  —  that's  a   different  story.  At  Cole-Haan  we  use 


our  human  judgment  to  make  shoes  that,  we  hope,  will  appeal  to 


your  human  judgment.  Made  by  humans  for  huma'ns.  Go,  team. 


COLE   ILVAN 


Stand  for  something. 


The  Doyle   buckle   loafer  and  Dennison   tassel.  For  details,  call   J-800  -  2  O  1-800 1. 


motion  of  a  joint.  By  temporarily  re- 
setting the  resting  tension  of  a  mus- 
cle, stretching  provides  an  immediate, 
if  short-term,  elongating  effect. 

Any  discipline  which  emphasizes 
movement  requires  flexibility.  Jack 
Nicklaus  is  famous  for  his  bad  back, 
among  other  things.  Last  year  during 
the  British  Open,  Nicklaus's  physical 
trainer  got  him  over  a  flare-up  just  be- 
fore the  first  round  at  Royal  Lytham 
by  directing  him  through  stretching 
exercises  via  phone  from  California. 

At  the  Dance  Theatre  of  Harlem, 
dancers  who've  spent  a  lifetime  getting 
limber  still  stretch  throughout  their 
daily  seven- and- a-half  hours  of 
class  and  rehearsal.  "The  point 
of  every  exercise  we  do  is  to  make 
the  muscles  elastic  and  elon- 
gated," says  Keith  Saunders,  as- 
sistant ballet  master.  "It's  a  basic 
part  of  what  is  necessary  to 
achieve  a  ballet  dancer's  length 
of  Hne.'" 

After  a  brief  warm-up  at  Red- 
skins Park  in  Ashbum,  Virginia, 
players  spend  the  first  15  minutes 
of  each  practice  loosening  their 
major  muscle  groups  from  head 
to  toe,  ending  the  session  with  a 
single,  symbolic  jumping  jack — 
"LET'S  GO!"  They're  also  en- 
couraged to  stretch  as  much  as 
possible  on  their  own.  "Each 
player's  job  description  dictates 
the  flexibility  he'll  need,"  says 
Jason  Arapoff,  the  Redskins' 
conditioning  director.  "Defensive 
backs  usually  move  backward  and 
then  cut  violendy  to  the  right  or 
left,  so  they  have  to  be  really  flex- 
ible in  the  hip  and  groin  area.  For 
defensive  linemen,  99%  of  their 
moves  are  straight  forward,  so 
it's  hamstrings,  quads  and  hips." 

Even  desk  jockeys  and  computer 
users  are  considered  "occupational 
athletes"  these  days.  Sounds  silly.  But 
with  the  direct  cost  of  office-related 
injuries  and  debilities  estimated  at 
around  $20  billion  annually,  there's 
reason  for  concern.  Indeed,  compa- 
nies like  the  New  York  Times  and 
chemical  manufacturer  Rohm  &.Haas 


"Each  players  job 
description  dictates  the  flexi- 
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now  work  with  physical  therapists  to 
head  off  employee  injuries. 

Carpal-tunnel  syndrome  gets  all 
the  press,  but  it's  reaUy  hunched  backs 
that  cause  most  of  the  problems. 
After  years  or  even  months  hovering 
over  an  improperly  positioned  com- 
puter keyboard  or  desk,  posture  can 
egin  to  deteriorate.  Chest  and  neck 
muscles  shorten,  pulling  the  head 


forward  and  weakening  the  muscles 
of  the  upper  back.  Constriction  in  the 
neck  leads  to  poor  circulation,  com- 
promising nerve  function  and  ham- 
pering muscle  regeneration.  Similar 
to  the  ravages  of  polio,  muscles  lit- 
erally tear  themselves  down  faster 
than  they  can  regenerate. 

What's  a  bent  body  to  do?  You  got 
it.  "Stretching  is  an  integral  part  of 
a  home-fitness  program  for  com- 
puter users,"  advises  Emil  Pascarelli, 
professor  of  clinical  medicine  at 
Columbia  University  in  New  York. 
He's  examined  about  4,000  knotted 
office  workers,  musicians  and  sign- 
language  interpreters  over 
the  years.  "A  flexible  muscle- 
tendon  unit  wiU  function  more 
efficientlv  with  less  friction, 
more  circulation  and  better  nerve 
stimulation,"  says  Pascarelli. 
"Once  you  begin  stretching, 
you  then  add  strengthening  to 
bring  the  muscle  fibers  back." 

Just  as  some  people  can  eat 
corn  muffins  all  dav  and  never 
gain  a  pound,  so  others  are 
genetically  predisposed  toward 
good  flexibility.  The  rest  of  us 
have  to  work  at  it.  And  then 
work  some  more. 

Muscles  are  elastic;  they  snap 
back  quickly.  Regular  stretch- 
ing over  time  may  provide  a 
more  enduring  effect,  but  it 
wiU  still  be  temporar}^  "As  a 
recently  retired  dancer,  I  can 
tell  you  flexibility  doesn't 
last,"  says  the  Dance  Theatre 
of  Harlem's  Saunders,  who  hung 
up  his  ballet  slippers  only  a 
year  ago.  "My  conditioning 
went  very  quickly." 
As  such,  flexibility  advocates  rec- 
ommend daily  maintenance.  "You're 
using  those  joints  everyday,  so  you 
should  restore  joint  range  of  motion 
on  a  daily  basis,"  says  Jim  Wharton, 
who  still  stretches  Barry  Schwartz's 
neck  once  a  week.  "Just  like  brushing 
your  teeth  everyday,  it's  a  habit  that 
we  feel  should  evolve." 

Fueled  by  positive  media  coverage, 
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Invented  for  you 


Conceived  b)'  Bregtiet  in  1780, 
the  automatic  movement  featured 
an  oscillating  weight  that 
rewound  the  mainspring. 
Today  the  craftsman 's  hand 
decorates  the  weight  with  fine 
guilloche  engraving  to 
complement  the  beauty 


T3  Abraham-Louis 

Ciresuet 


inventing  the  tourbillon 
device  around  1795. 
Breguet  eliminated  the 
influence  of  gravity  on 
the  accuracy  of  the  watch. 
This  pivotal  invention 
is  seen  at  its  best  in  the 
current  collection,  which 
has  a  number  offnie 
tourbillon  watches. 


A, 


.Breguet  watch  has  a  unique  respon- 
sibility; it  conies  to  you  carrying  the 
name  of  Abraham-Louis  Breguet,  the 
greatest  watchmaker  ever  known.  You 
will  recognise  it  by  the  legendary 
"Breguet"  hands,  the  shimmering 
guilloche  dial,  and  the  finely  fluted 
case  band  that  give  your  Breguet  its 
strong  character.  Most  important,  it 
will  house  a  hand-finished  movement, 
as  inimitable  and  inventive  today  as  two 
hundred  years  ago.  Wear  it  with  pride, 
you  have  chosen  an  exceptional  watch. 
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active-isolated  stretching  is  the  hot 
new  flexibiht\'  technique — with  cer- 
tain segments  of  the  population, 
at  least.  V\niarton's  star-studded  client 
list  includes  ex-wide  receiver  Art 
Monk,  sprinter  Michael  Johnson, 
Miami  Heat  center  Alonzo  Mourning 
(who,  inconveniently,  had  a  partially 
torn  knee  tendon  repaired  right  be- 
fore the  season),  even  actress  Juha 
Roberts,  who  sought  relief  from  the 
aches  and  pains  of  horseback  riding. 
Developed  more  than  30  years  ago 


for  use  in  post-surgical  rehabilitation, 
active-isolated  techniques  tend  to  be 
a  little  involved.  The}' work  "recipro- 
cal" muscles  to  relax  the  muscle  being 
stretched,  and  ropes  are  often  re- 
quired to  help  pull  limbs  into  posi- 
tion. For  example,  to  slacken  and 
stretch  the  hamstrings,  you  lie  on 
your  back  and  contract  the  opposite 
muscle — i.e.,  the  quadriceps  on  the 
front  of  the  thigh — then  use  a  rope 
slung  around  your  foot  to  help  pull 
your  leg  perpendicular  to  the  floor. 
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Again,  stretches  are  held  only  a  cou- 
ple of  seconds,  and  are  fired  off  in 
quick  series  often  repetitions  to  bet- 
ter pump  blood  into  the  joint. 

It  is  as  effective  as  it  is  mono- 
tonous. 

A  head-to-toe  active-isolated  rou- 
tine can  take  an  hour  and  a  half  to 
complete.  Wharton  encourages  peo- 
ple to  do  it  as  often  as  they  can,  but 
admits  that's  a  pretty  tall  order.  Dale 
Bullough,  53,  a  real-estate  dev^eloper 
in  Dallas,  believes  active-isolated  al- 
leviated the  muscle  pulls  he  used  to 
get  playing  competitive  tennis.  How 
often  does  Bullough  do  the  whole 
routine?  "Not  more  than  once  a  week. 
I  don't  do  it  three  times  a  week  like  I 
should.  Once  a  day  is  for  a  competi- 
tive athlete.  You  don't  have  time  for 
all  that  fooUshness." 

If  aU  this  sounds  like  a  bit  much,  a 
better  goal  might  be  to  keep  the  flex- 
ibility vou  have.  That's  the  message 
from  Bob  Anderson,  whose  multi- 
miUion-selling  book,  Stretching,  got 
the  whole  flexibilit}'  fad  going  back  in 
the  mid-1970s.  Anderson  promotes 
"static"  stretching,  which  uses  gentle, 
yoga-Hke  stretches  held  for  up  to  30 
seconds.  Static  techniques  are  also 
easier  to  perform. 

"My  program  makes  people  feel 
good  when  they  stretch,  so  they  Uke 
doing  it,"  Anderson  told  us  cheerfully 
over  the  phone.  "It's  something  you 
can  do  an  where.  I'm  doing  one  right 
now,  in  fact,  just  stretching  my  back 
and  mv  butt  h\  crossing  my  legs  and 
leaning  forward." 

Though  there's  no  doubt  about 
stretching's  value  in  rehabilitation, 
questions  remain  about  how  good  it 
is  at  preventing  injuries.  "Flexibility 
training  is  certainly  the  stepchild  of 
fitness,"  says  Alan  Mikesk)',  director 
of  the  Human  Performance  and 
Biomechanics  Laborator\'  at  Indiana 
Universirv'-Purdue  Universit}'  in 
Indianapolis.  "\Ve  don't  have  a  lot  of 
conclusive  e\idence  touting  why  it 
should  be  done,  but  it  certainly  makes 
good  common  sense  to  do  it." 

Theoretically,  at  least,  a  shortened 
muscle  in  one  part  of  the  body  can 


Like  bear-market prognosticatorSy 

flexibility  advocates  warn  it's  only  a  matter  of  time  before 

a  tightly  wound  body  will  snap. 


put  abnormal  stresses  on  other  parts, 
as  joints  maladjust  to  take  up  the 
slack.  A  stiffness  in  the  shoulder 
might  stem  from  reduced  range  of 
motion  in  the  trunk,  or  elsewhere. 

Like  bear-market  prognosticators, 
flexibility  advocates  also  warn  that 
without  regular  maintenance  it  will 
only  be  a  matter  of  time  before  a 
tightly  wound  body  snaps.  Makes 
sense.  But  there's  little  in  the  way  of 
clinical  evidence  to  prove  the  value  of 
flexibility  in  injury  prevention  be- 
cause so  many  factors  can  contribute 
to  injury — especially  the  unexpected. 
For  instance,  last  January  President 
Clinton  made  headlines  chatting 
with  reporters  about  how  daily  stretch- 
ing had  kept  him  flexible  on  the  golf 
course.  Two  months  later,  Clinton 
tore  his  quadriceps  tendons  tumbling 


down  the  steps  at  Greg  Norman's  es- 
tate in  Palm  Beach.  So  much  for  pre- 
ventive maintenance. 

Be  advised  that  exercise  special- 
ists now  warn  against  doing  much 
stretching  before  you  work  out.  Better 
to  warm  up  with  light  activity — 
anything  that  works  up  a  little  per- 
spiration— and  save  the  more  focused 
flexibility  work  for  afterwards. 

"Muscles  keep  contracting  and 
will  shorten  after  activity,"  says 
Lynn  Millar,  a  professor  of  physi- 
cal therapy  at  Andrews  University  in 
Berrien  Springs,  Michigan.  "If  you  sit 
in  a  car  instead  of  stretching  after 
a  long  run,  your  leg  muscles  are  going 
to  crimp-up.  Over  time,  that  can 
limit  range  of  motion  and  shorten 
your  stride."  Millar  also  recommends 
keeping  flexibility  work  in  proportion 


with  the  amount  of  exercise  you're 
doing.  If  five  minutes  of  stretching 
works  for  a  two-mile  jog,  you'll  prob- 
ably need  at  least  ten  minutes  of 
stretching  if  you  start  jogging  five. 

Finally,  don't  confuse  flexibility 
work  with  exercise  itself.  Though  you 
may  get  sweaty  from  stretching  your 
hamstrings  and  pecs,  it's  of  little  value 
in  increasing  strength  and  cardiovas- 
cular fitness.  • 
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Heres  Looking  At  You 


By  Joseph  T.  Mullen 


If  you  have  nothing  to 
hide,  that's  your  problem. 
If  you  do,  then  read  on 

My  assistant  and  investigator,  Shane, 
took  the  call.  It  was  from  a  woman  who 
worked  for  one  of  those  magazines — the  kind 
where  you  study  the  cover  while  the  cashier  is 
ringing  up  your  biU  at  the  grocery  store.  This 
woman  had  a  job  for  us.  It  came  with  a  nice 
fee — $10,000  for  two  hours  of  work. 

What,  exactly,  was  the  job? 
Shane  asked  her. 

Nothing  much,  the 
woman  said — just  put- 
ting a  concealed  video 
camera  in  a  hotel  room 
and  setting  it  up  to  record. 

Record  what?   Shane 
knew,  but  he  had  to  ask. 

Well... there  was  this  cel- 
ebrity, see,  whose  identity  she 
could  not  reveal.  He  was  mar 
ried  to  another  celebrity,  and  the 
first  celebrity  would  be  going  up 
to  the  hotel  room  to  meet  some- 
body he  shouldn't  be  meeting.  And 
the  magazine  wanted  proof  of  this. . 
er,  meeting. 

'We'll  get  back  to  you,"  Shane  said. 
He  told  me  about  it  as  soon  as  I  got  to 
the  office.  "We  got  a  couple  of  new  cases 
today,"  he  said.  "One  of  them  we  definitely 
should  not  take." 

I  didn't  like  it  either.  I  have  clients  who 
are  celebrities.  How  would  it  be  if  it  turned 
out  I  was  trying  to  nail  one  of  my  own  clients 
for  some  tabloid?  And  then  there  is  a  very 
fine  legal  line  you  don't  want  to  cross.  If  you 
are  videotaping  someone  without  his  knowl- 
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edge,  it  could  amount 
to  an  illegal  wiretap  if  he  makes 

a  phone  call  and  you  pick  up  his  voice. 
What  if  he  decides  to  call  his  attorney,  or  his 
rabbi  or  his  priest,  while  the  person  he  was 
up  there  to  see  is  out  of  the  room? 

In  short,  the  job  was  risky,  and  anyway, 
I  didn't  like  it.  I'd  done  a  job  for  an  actress 
a  few  years  back;  she  was  at  war  with  one  of 
those  tabloids.  She  played  a  private  detec- 
tive, as  a  matter  of  fact,  on  television.  There 
were  three  detectives,  all  of  them  women, 
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on  the  show,  which  was  very  popular, 
and  she  was  not  the  blonde. 

Anyway,  this  woman — ^who  was  a 
very  sweet  person — ^was  reading  things 
about  herself  in  one  of  the  super- 
market tabs  and  it  disturbed  her.  She 
hired  us  to  find  out  who  was  feeding 
the  material  to  the  paper  and  to  stop 
it.  We  took  the  case  and  we  found  out 
who  was  selling  the  secrets.  In  fact, 
we  called  the  tabloid  and  said  there 
wouldn't  be  any  more  stories  coming 
from  this  particular  disgruntled  maid. 
I  felt  like  I  was  on  the  right  side  in  that 
war.  And  I  didn't  teel  like  going  over 
to  the  enemy. 

"Let's  take  a  pass,"  I  said.  Shane 
agreed.  He  called  the  woman  back 
and  said,  "No,  thanks." 

She  asked  if  I  knew  anv  other  pri- 
vate investigators  who  might  be  in- 
terested in  this  job,  and  I  told  her, 
"None  of  my  friends." 

So  I  WAS  NOT  THE  ONE  WHO  PUT  THE 

video  camera  in  the  room  where  Frank 
Gifford  went  to  meet  the  former  air- 
Hne  stewardess,  even  though  one  of 
the  New  York  papers  hinted  that  I 
was  the  guy.  I  got  several  calls  from 
magazines  and  newspapers  {People, 
the  Daily  News,  etc.)  asking  about  it. 
By  the  second  day,  I  gave  a  TV  inter- 
view to  explain  that  I'd  turned  the  case 
down.  It  isn't  always  true  that  any 
pubHcity  is  good  publicity. 

Poor  old  Gilford.  I  mean,  even  if  he 
is  stiU  a  good-looking  guy  and  he  has  a 
voice  that  makes  women  tingle,  he  has 
got  to  know  that  there  are  people  out 
there  who  are  tr}dng  to  do  him  in. 
Married  to  Kathie  Lee  and  doing 
those  videos  about  their  perfect  mar- 
riage... come  on.  He  was  asking  for 
sun^eiUance  and  snooping,  at  the  very 
least,  from  the  tabs.  As  much  as  we  all 


claim  to  hate  those  papers — and  we  all 
do,  after  what  happened  to  Princess 
Di — they  are  a  fact  of  life.  Especially 
if  you  are  a  celebrity  who  works  hard 
at  the  job.  Gifford  would  have  been  a 
target  on  his  own. .  .aU  successflil  peo- 
ple are.  Married  to  one  of  the  most  fa- 
mous women  in  the  world,  a  darling  of 
the  morning  TV  set,  he  was  walking 
around  with  a  bull's-eye  on  his  shirt. 

There  were  people  out  there  who 
stood  to  prosper  from  his  mistakes,  but 
only  if  they  could  catch  him  while  he 
was  making  them.  Somebody  did,  and 
Gifford  paid  a  hea\y  price  in  pubUc 
shame,  and  that  was  probably  nothing 
next  to  what  he  went  through  at  home. 

So  how  do  you  protect  yourself 
from  an  investigator  or  the  press?  If 
vou  are  Frank  Gifford — or  even  if  vou 
are  not,  but  vou  are  successful  and  you 
have  something  to  lose — there  are 
things  you  can  do. 

Right  up  front  here,  I  should  put  in 
a  disclaimer,  like  I'm  selling  cigarettes 
or  something.  So  here  goes:  the  best 
way  to  avoid  embarrassing  and  ex- 
pensive situations  involving  private 
detectives  is  to  live  a  Hfe  of  rectitude. 
Follow  Frank  and  Kathie  Lee's  easy 
steps  to  a  lo\'ing  marriage  and  you 
won't  be  tempted  by  the  wiles  of  flight 
attendants.  Obey  the  Golden  Rule. 
The  Ten  Commandments.  The  laws 
and  statutes  of  the  jurisdiction  where 
you  are  currently  residing. 

Okav.  With  that  out  of  the  wav, 
what  about  the  real  world? 

Well,  in  the  first  place,  you  need  to 
think  with  your  head,  not  some  other 
part  of  your  anatomy.  When  that 
woman  suggested  to  Gifford  that  they 
meet  in  her  hotel  room,  and  he  de- 
cided that  he  reaUy  wanted  to  do  that, 
he  should  have  said,  "Great,  but  what 
about  my  hotel  room?"  It  wasn't  even 
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lesiyned  so  nothing  on  it 
yet  in  tlie  way  of  a  great  photograph, 
Except  the  lens  cap. 
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After  six  years  of  research  and  development,  the  R8's  design  is  advanced  —  but  not  cluttered,  fyfoi  the  controls  are 
ergonomically  positioned,  making  them  convenient  and  easy  to  operate.  As  well  as  giving  the  camera  a  unique,  elegant 
shape.  We've  also  added  some  new  features.  Such  as  a  1/8000  of  a  second  shutter  speed,  a  1/250  second  sync  speed, 
multi-pattern  metering,  and  state-of-the-art  flash  technology.  Even  our  warranty  is  an  advanced  feature  (ask  us  about  our 
Passport  Warranty).  But  most  importantly,  you'll  have  even  more  creative  freedom.  And  when  its  rugged,  reliable  body 
is  combined  with  our  legendary  optics,  the  R8  is  the  ultimate  professional  tool.  Just  don't  forget  to  take  off  the  lens  cap. 

Leica  Camera  Inc.,  156  Ludlow  Ave.,  Northvale,  NJ  07647  •    800.222.0118    •    www.leica-camera.com/usa 
In  Canada:  361  Steelcase  Road  West,  Unit  #3,  Markham,  Ontario  L3R  3V8  •    905.940.9262  •  http://leica.kindermann.com 


Fascination  and  Precision. 


absolutely  necessary  that  he  have  a 
hotel  room.  If  the  woman  had  balked 
and  insisted  on  her  room,  he  would 
have  had  a  reason,  right  there,  to  sus- 
pect that  maybe  she  didn't  love  him 
just  for  his  flawless  delivery  on  Mon- 
day Night  Football. 

One  part  of  using  your  head  is  to  be 
at  least  a  little  bit  aware  of  how  the 
game  is  being  played  and  the  tools  that 


are  being  used.  I  doubt  that  Gifford 
knew  just  how  easy  it  was  to  get  him 
on  that  video.  The  guy  who  wound  up 
bugging  that  room  Used  what  we  call  a 
pinhole  video  camera,  which  is  just 
what  it  sounds  like.  The  camera  is  so 
small  you  can  easily  hide  it  in  a  lamp- 
shade or  picture.  I've  used  one  in  a 
beeper  that  I've  worn  on  my  shirt 
pocket,  with  the  recorder  in  a  little 
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BUBBLY 


Six  luxurious  nights 

with  a  sumptuous 

Dreakiast  daily 

lor  one  relaxing  rate. 


Escape  to  a  place  where  no  one  will  find  you. 

Escape  to  any  one  oi  our  49  remarkable 

Luxury  Collection  notels  in  20  countries 

ana  spoil  yourseli  with  our    noliaay    program. 

Whether  you  re  in  Vienna  at  the  Hotel  Imperial, 

Buenos  Aires  at  the  Parh  lower,  or  perhaps  in  Seville  at  the 

Hotel  Alionso  XIli,  you  can  immerse  yourseli  in  luxury. 

For  A 1  &  r  cardmembers.  a  complimentary  welcome  gift 

is  yours  when  you  check  in.  Simply  show  your 

AT&T  Calling  Card.  You'll  be  assured 

oi  last,  clear  connections  when  you  call  honie  usin^ 

AT&T  Direct""  Service.    T)  find  out  more  about 

Holiday   and  all  our  other  special  programs, 

call  your  travel  prolessional  or  1  888  713-2240. 
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ITT  SHERATON 


holster  that  is  hidden  under  my  coat. 
It  is  no  problem  at  all  to  hide  that  cam- 
era so  nobody  will  ever  see  it,  and  the 
lens,  which  actually  is  the  size  of  a  pin- 
hole, will  take  in  the  whole  room  and 
everything  that  happens  in  it.  You  pop 
in  one  of  these  long-running  tapes, 
like  the  kind  the  bank-security  cam- 
eras use,  and  you  don't  have  to  go  back 
and  reload  for  24  hours.  Some  of  the 
equipment  is  turned  on  by  the  subject's 
movements,  so  you  don't  use  up  a  lot 
of  tape  recording  nothing.  And  there 
are  all  kinds  of  other  refinements  on 
the  basic  package.  You  can  get  cam- 
eras that  are  hidden  in  clocks,  smoke 
detectors,  ties  and  hats.  You  can  get  a 
transmitter  that  will  send  the  images 
to  a  remote  recorder  at  ranges  of  a  cou- 
ple of  thousand  feet.  It  is  all  part  of  the 
electronics  revolution.  The  stuff  is 
available  in  catalogs  and  stores  that 
specialize  in  security  technology.  Most 
of  it  is  neither  exotic  nor  expensive 
anymore.  You  can  buy  the  setup  I  use 
for  a  couple  of  thousand  bucks. 

If  Gifford  had  known  how  easy  and 
cheap  (relatively)  it  is  to  set  that  kind 
of  trap,  he  might  have  been  a  Httle 
more  cautious  about  going  up  to  that 
hotel  room.  Same  way  that  Newt 
Gingrich  might  have  been  a  little  less 
loose-lipped  on  that  famous  confer- 
ence call — ^when  he  and  his  pals  were 
discussing  how  he  would  handle  his 
ethics  problems — if  he  had  realized 
just  how  easy  it  is  to  listen  in  on  cellu- 
lar conversations.  I  love  cell  phones.  I 
use  them,  and  my  guys  use  them,  all 
the  time.  We'd  go  crazy  looking 
around  for  a  working  pay  phone  in 
New  York  when  we  needed  to  make 
an  urgent  call.  But  I  never — and  I 
mean  never — say  anything  on  a  cell 
phone  that  I  can't  afford  to  have  some- 
body hear.  I've  overheard  cell  phone 
conversations  when  I  wasn't  even  try- 
ing, including  a  guy  who  was  calling 
someone  named  Rosie  to  say  he  would 
be  right  over  and  he  was  bringing  a 
bottle  of  wine.  Then  the  guy  called 
home  and  tells  the  wife — kids  scream- 
ing in  the  background — that  he  had 
to  go  to  a  boring  meeting  and  would 
be  home  late.  I  guess  he  thought  that 
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ntroducing  the  1998  Mercedes  Collection. 


iilk  scarves.  Duffel  bags.  Leather  jackets. 


NOt  to  mention  absolutely  darling  mud  flaps. 


There's  style.  And  then  there's  style.  Our  latest  catalog  has 


everything  from  performance  accessories  for  your  Mercedes 


to  fashionable  accessories  for  you.  Even  a  few  items  that 


fall  somewhere  in-between.  To  get  a  copy 


visit  your  local  authorized  Mercedes-Benz 


'Pcedes-Bi 


dealer  or  call  1-800-FOR-MERCEDES.  The  Mercedes  Collection. 


Explore 


it  was  okay  to  use  a  tired  old  line  if  he 
was  using  hot  new  technology.  It  was 
about  as  secure  as  smoke  signals. 

Some  people  believe  that  the  new 
digital  technology  in  cell  phones  makes 
them  invulnerable.  The  truth  is  it  just 
makes  it  harder,  but  far  from  impossi- 
ble, to  listen  in.  You  use  the  same  kind 
of  technology  that  monitors  faxes. 
These  interceptors  are  advertised  in 
the  catalogues  I  get,  along  with  a  dis- 
claimer that  says,  "These  devices  are 
available  to  law  enforcement  agencies 
or  export  only." 

Right.  And  it  is  also  illegal  to  sell 
cigarettes  to  minors. 

A  lot  of  technology  makes  you  vul- 
nerable— makes  it  easier  for  guys  like 
me — but  some  makes  you  more  se- 
cure. I  broke  a  big  insider- trading  case 
on  Wall  Street  a  while  back  by  going 
through  the  garbage.  Ah,  the  glam- 
orous life  of  the  private  detective. 

The  guy  who  was  passing  the  in- 
formation was  banking  more  than  his 
monthly  salary,  every  week,  and  leav- 
ing the  deposit  slips  right  in  the  trash. 


I  mean,  it  was  easy.  I've  got  two  shred- 
ders that  I  keep  busy  all  the  time.  And 
I'm  an  honest  man. 

Obviously,  you  are  careful  about 
how  you  use  your  credit  card  and  your 
telephone  because  you  know  that  ev- 
erything is  going  to  show  up  on  the  bill. 
You  can  have  the  bills  sent  to  the  office 
or,  better,  to  your  accountant's  office. 
And  you  can  get  a  card  that  just  uses 
your  initials.  But  you  have  to  worry,  if 
you  ai^e  recognizable,  about  what  peo- 
ple at  restaurants  and  shops  will  be 
doing  with  your  receipts.  A  lot  of  this 
is  obvious,  but  people  tend  to  forget  the 
obvious  things — Hke  Gifford  did — 
and  that  just  makes  it  worse  because 
you  feel  so  dumb  afterwards. 

If  you  are  a  celebrity  and  you  have 
money,  then  you  are  probably  going  to 
have  people  working  for  you.  Remem- 
ber, the  tabs  are  willing  to  pay  them  a 
lot  more  to  come  up  with  dirt  than  you 
pay  them  to  clean  and  dust.  There  is  a 
lot  of  money  to  be  made  out  there  in 
other  people's  misfortune. 

The  case  I  won  against  a  tab,  for  the 


actress,  involved  somebody  she  thought 
was  her  loyal  and  trusted  employee. 
I  got  suspicious  that  this  particular 
woman  was  the  one  and  called  her  at 
home  on  her  day  off.  I  posed  as  the  new 
managing  editor  of  the  paper  where 
the  ugly  stories  were  showing  up.  It 
was  a  classic  ruse  call,  very  deceitfiil, 
and  I  am  ashamed  of  myself.  But  it 
worked,  and  I'll  take  that  every  time. 

To  make  the  charade  more  be- 
Hevable,  while  I  was  speaking  to  this 
woman,  my  secretary  picked  up  the 
phone  and  pretended  to  answer  a  call 
using  the  tabloid's  name,  like  she  was 
the  receptionist.  The  woman  who  was 
selling  out  my  client  had  been  suspi- 
cious up  until  then.  That  persuaded 
her  that  I  was  legit. 

My  client  couldn't  believe  it  when  I 
told  her.  She  had  trusted  this  person. 
Trust  is  a  fine  thing,  but  remember  the 
odds.  Jesus  had  12  assistants,  and  only 
one  of  them  had  to  be  a  rat.  • 

Joseph  T.Mullen  is FYl's se- 
curity consultant. 
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HAWAII  PRINCE  HOTEL  WAIKIKI 
&r  GOLF  CLUB 

Coming  to  Hawaii  on  business?  Our  convenient 

location  at  the  gateway  to  Waikiki  puts  you  close 

to  downtown  Honolulu,  the  airport,  nightlife, 

great  shopping,  and  golf  just  20  minutes  away. 


MAUI  PRINCE  HOTEL 
MAKENA  RESORT 


Staying  for  pleasure?  The  Maui  Prince  Hotel 

is  the  perfect  place  for  peace,  privacy,  and  outdoor 

[fun.  Either  way,  you'll  enjoy  all  oceanview  accomma] 

dations  and  AAA  Four  Diamond  hospitality. 
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I  IS  plus  tax,  single  or  c  oubk  occupancy.  Some  restridions  apply. 
Subject  to  availability.  Not  lo  b(  used  in  conjunction  with  any  other 
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Your  investment  savvy 

is  helping  build  a  business, 
an  estate  and  a  legacy. 

Could  it  do  the  same  for  your  charities? 


Smart  investment  decisions  have  been  a  fundamental  reason  for  your  success.  So  why  not  applv  that  same  strate^A-  to  the  \\a\- 
you  donate  to  charity?  You  can  with  the  Charitable  Gift  Fund  from  Fidelity  Investments.  This  innovative  fund  uses  Fidelitv's 
proven  investment  savvy  to  maximize  the  money  you've  set  aside  for  charity.  You  still  receive  an  immediate  tax  deduction,  but, 
unlike  direct  donations,  your  contribution  to  the  Charitable  Gift  Fund  has  the  potential  to  grow  beyond  your  oriainal  aift. 
And  since  we  handle  all  the  administrative  responsibilities,  everything  can  be  done  with  just  one  phone  call  to  our  offices. 

./7  For  more  information  about  Fidelity  Investments  Charitable  Gift  Fund,  as  well  as 

CHARITABLE  qift  FUND        ,...,,,       u-  i      u  ■^  u      o        j     ,.r 

^  •>'  other  charital:>ie  vehicles  that  provide  tax  benefits  and  a  litetime  sti-eam  ot  inct)me, 

FUellty  ^^Invesimenis^  call  800-6824438.  It's  not  just  the  right  thing  to  do,  it's  the  riaht  w  av  to  do  it. 


uality  enjoy  it  responsibly. 

t  Scotch  Whisky.  Ale.  40%  by  Vol.  (80  proof).  The  GlenliyisI  jfea  regisl(;r(;d  Itademark. 
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12-Meter  Racing; 

Range  Rover  Off-Roading; 

Howdy,  Uncle  Ho!.... 

St.  Barts:  In  1945,  the  English-bom  ad- 
venturer Remy  de  Haenen  landed  his  mono- 
plane on  a  goat  pasture  in  a  desolate  corner 
of  the  Caribbean,  inadvertently  triggering 
a  chain  of  events  that  would  see  the  creation 
of  an  international  resort  equal  in  chic  to  St. 
Tropez  or  St.  Moritz.  The  pasture  was  the 
only  passably  level  ground  on  the  jagged, 
brackish  island  of  St.  Barthelemy,  where 
fewer  than  2,000  residents  of  French  and 
Swedish  descent  drank  rainwater,  ate  if  they 
were  lucky  and  got  around  on  donkeys. 

"There  were  two  cars,"  Remy  remem- 
bers, "and  one  belonged  to  the  priest." 

Since  Remy  had  proved  you  could  land 
there,  the  goat  pasture  gave  way  to  a  pass- 
ably level  airstrip.  Remy,  meanwhile,  spent 
$200  for  a  nearby  rocky  peninsula  on  which 
he  built  a  house  of  green-tinged  stone.  His 
late  wife,  a  legendary  beauty  whom  Remy 
respectfully  describes  as  "crazy,"  wanted 
to  make  it  the  French  island's  first  hotel. 
Almost  immediately  she  lost  interest  in 
the  project,  which  went  ahead  anyway  as 
the  Eden  Rock,  with  a  domesticated  Remy 
as  a  host  to  a  select  crowd,  including  the 
likes  of  Greta  Garbo,  Robert  Mitchum  and 
David  Rockefeller. 

By  the  late  '70s,  "St.  Barts"  had  become 
known  as  an  artist's  barefoot  retreat,  but  big 
money  quickly  followed.  Out  went  the  all- 
night  bacchanalias  that  ended  with  nude 
joyrides  through  town;  in  came  the  $1,000 
hotel  suite  and  the  $10, ooo-per-week  villa 
with  optional  private  chef. 

The  old  Eden  Rock  struggled  along  until 
David  and  Jane  Matthews,  vacationing  from 
Nottinghamshire,  bought  the  hotel,  arriving 
in  September  1995,  mere  days  before  Hur- 


ricane Luis  ripped  the  island  to  shreds. 
Remy's  stone  house,  however,  survived  in- 
tact. To  the  original  six  rooms  the  Matthews 
have  added  seven  more  at  beach  level,  lib- 
erally spicing  the  property  with  antiques 
from  their  home. 

Within  its  steep  road  and  stone  fa9ade, 
the  original  portion  looks  like  the  hilltop 
Riviera  village  of  Eze.  Its  chfif-dweUer  rooms 
are  generally  simple  and  white.  Splendor  is 
reserved  for  the  blue-accented  Greta  Garbo 
Suite,  with  a  four-poster  bed,  art  books,  a 
copious  terrace  and  occasional  visits  by  an 
iguana  named  Hercule.  (Yes,  the  actress 
used  to  stay  there.) 

The  "fladand"  addition  includes  the  York- 
shire Bar,  cheerfully  providing  that  British 
dietary  supplement,  "all-day  drinks."  The 
rooms  along  the  fladand  are  more  fully  em- 
bellished. Premier  among  them,  the  aptly 
named  Treasure  offers  19th-century  furni- 
ture in  gilt  and  green  velvet,  a  snuff-box  col- 
lection, a  framed  bathing  scene  of  Victorian 
erotic  appeal,  a  bathroom  seemingly  hewn 
from  an  exposed  boulder  and  private  access 


The  hilltop  accommoda- 
tions are  splendid,  and 
theflatland  quarters  even 
more  so,  at  the  original 
Eden  Rock  on  St.  Barts. 
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in  his  rich  Australian  brogue,  as  sheets 
of  salt  water  obscured  our  view  of  the 
St.  Maarten  shore. 

Wait  just  a  minute — an  Aussie 
captain  on  one  of  America's  greatest 
sailboats?  That's  right.  It's  1997  and 
I'm  bounding  along  in  a  sailing  fan- 
tasy camp  called  the  Sint  Maarten 
12-Metre  Regatta.  Here,  in  unbe- 
lievably turquoise  West  Indian  wa- 
ters, sailors  of  all  stars  and  stripes  can 
step  into  Dennis  Conner's  soft-soled 
shoes  and  race  a  12-meter  yacht. 

Left,  12-meter  racing  with  the  Sint 

Maarten  Regatta;  below,  rustic 
solitude  on  Little  St.  Simons  Island. 


to  the  beach.  Edeyt  Rock,  St.  Jean  Bay, 
St.  Barthelemy,  FWI  gyijj;  rooms  start 
at  $220 per  night/double  occupancy;  oii- 
§go-2y-j2-g4,faxoii-^go-2y-88-jy. 

— Alan  Behr 

The  Caribbean,  Oddly  Enough: 

The  ocean  was  choppy,  winds  were 
gusting  around  13  knots,  and  there  I 
stood  as  primary  grinder  aboard  Stars 
&  Stripes  '8y,  intent  on  bringing  the 
Cup  back  to  American  soil.  We  lined 
up  against  the  Canadians  on  True 
North  IV,  and  seconds  later  we  were 
racing.  As  the  boat  pounded  to  lee- 
ward, we  worked  like  mad,  grinding 
the  large  winch  as  fast  as  possible  to 
get  the  foresail  to  change  direction 
with  the  wind. 

"Third  gear,  stop,  second  gear,  stop, 
first  gear,  stop,"  shouted  our  captain 


Eleven  years  ago,  CoHn  Percy  sold 
an  information-systems  operation 
and  bought  two  Canadian  boats  used 
in  the  1987  America's  Cup  races.  Not 
bad.  His  major  coup,  however,  came 
in  1994,  when  he  met  Conner  at  the 
150th  anniversary  part}^-  of  the  New 
York  Yacht  Club.  He  somehow  per- 
suaded the  sailing  legend  to  lease  Stars 
&  Stripes  '8y,  and  picked  up  Conner's 
backup  boat.  Stars  &  Stripes  '86,  from 
another  party.  Percy  also  acquired  yet 
another  Canadian  entry,  Canada  II,  so 
now  he  has  five  formidable  yachts  to 
play  around  with. 

Each  day,  Percy  and  his  staff  put  12 
to  15  paying  crew  members  aboard 
each  boat  and  designate  assignments 
according  to  enthusiasm  and  experi- 
ence. I  was  one  of  four  people  chosen 
to  be  a  primary  grinder,  the  most  ar- 


duous task  on  the  boat.  Others  (split 
evenly  between  lifelong  sailors  and 
dedicated  landlubbers)  trimmed  sails, 
shouted  out  wind  shifts  or  simply  kept 
track  of  time.  Simulating  the  Am- 
erica's Cup  race,  we  sailed  against  one 
other  boat  around  a  triangular  course, 
about  half  the  size  of  the  actual  race 
(depending  on  wind  conditions). 

Aboard  the  boat  that  won  it  all  a 
mere  decade  ago,  I  thought  we  would 
crush  the  Canucks,  but  True  North  IV 
swiftly  captured  the  lead.  We  caught 
up  only  to  have  the  top  of  our  mainsail 
rip  on  the  last  leg  of  the  race.  A  valiant 
effort  nonetheless. 

The  Sint  Maarten  12-Metre  Regatta 
costs  $y^  per  person;  oii-^gg^-2004^, 
fax  oii-^ggy264ig.  Percy  also  recently 
started  the  12-Metre  Great  Group  Chal- 
lenge, a  daylong  "team  development  pro- 
gram" for  gung-ho  executives,  including 
input  from  an  industrial  psychologist; for 
info,  contact  Foster  Mobley,  ji4-gyo- 
6400,  fax  yi4-gjo-6484. 

— Stephen  Jermanok 

Little  St.  Simons  Island,  Geor- 
gia: If  you're  planning  a  sojourn  to 
Savannah's  graveyards  to  supplement 
your  reading  of  Midnight  In  The 
Garden  Of  Good  And  Evil,  spend  a  Ht- 
tle  time  in  soUtude  on  Little  St. 
Simons  Island  off  the  Georgia  coast. 

A  tangled  wilderness  embraced 
by  a  sea  of  ebbing  marsh  grass,  the 
io,ooo-acre  barrier  island  is  the  legacy 
of  Eagle  Pencil  Company  mogul  Philip 
Berolzheimer,  who  snapped  it  up — 
sight  unseen — for  a  httle  more  than  a 
buck  an  acre  in  1908.  When  the  island's 
southern  red  cedars  were  deemed  too 
salt-bound  and  wind-bent  to  become 
No.  2  pencils,  the  Berolzheimers  re- 
considered potential  uses  for  the  real 
estate.  Their  14- square -mile  paradise 
included  31  miles  ot  shoreline,  endless 
beaches,  wetlands,  dunes,  estuaries 
and  twisting  salt  marshes  teeming 
with  Wdlife. 

The  family  vowed  to  preserve  this 
treasure,  and  opened  it  to  30  lucky 
guests  who  rent  the  whole  place  or 
come  in  one  or  two  at  a  time.  Accom- 
modations are  comprised  of  rustic. 
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Some  watches  are  trendy. 


Some  are  unique. 


See  the  difference. 


Rado  DiaStar  'Integral'.  Eternal  beauty  due  to  scratchproof  materials:  high-tech  ceramics  and  sapphire  crystal. 
In  ladies'  and  gents'  sizes. 


Rado.  A  different  world. 


RADO 

Switzerland 


CALIFORNIA:  Robanns,  Palm  Springs  (760)  325-9603,  Ravits,  San  Francisco  (415)  392-1947 
CONNECTICUT:  Lux,  Bond  &  Green,  West  Hartford  (800)  527-3015;  FLORIDA:  Kirk  Jewelers,  Miami  (305)  371-1321 
ILLINOIS:  New  York  Jewelers,  Chicago  (312)  855-4999;  NEBRASKA:  Borsheims  Jewelry,  Omaha  (800)  642-4438 
NEW  YORK:  Wempe  (212)  397-9000;  UTAH:  Fortiers,  (801)  359-1 100;  WASHINGTON:  Porcello's,  Seattle  (206)  454-2300 

For  information  please  call  (800)  283-7236  Ext.  2370  or  visit  us  at  www  rado  ch 


West  Highland  White  Terrier 


Pekingese 


English  Springer  Spaniel 


Golden  Retriever 


Jack  Russell  Terrier 


Shar-Pei 


King  Charles  Spaniel 


Toy  Poodle 


Tc 


OU  English  Sheepdog 


We  believe  a  well  managed  portfolio  also 
makes  an  excellent  companion. 

As  w:th  one's  best  fiiend,  when  managmg  assets  speaal  care  is  essential.  Which  and  commumcattons  systems,  and  m-depth  knowledge  of  global  financa 

.swhysi^cantrnvestorsrelyontheexpemseofUmonBankofS^tzeri^^  markets.  If  you  have  substantial  assets  to  invest,  call  Peter  E.  Guernsey,  Jr 

UBS  portfoho  management  team  provides  clients  with  the  most  up-to-date  at  (212)  649-1075  or  Roger  Wacker  at  (213)  489-0600.  Find  out  why  core 

asset  allocation  techmques,  supported  by  innovative  information  technology  portfolios  managed  by  UBS  have  meant  financial  secunty  for  generations 


The  Private  Bank 


UBS 


Union  Bank  of  Switzerland 


•■'ee 


Union  Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  10105   TeleDhone(217»ft4<)7^nn  IT  d     u    re  ,      j  . 

Telephone:  (213)  489-0600.  Other  offices  of  Union  Bank  of  Switze  land  and  .taffi  fates  Lr^hZe  ^^"^f  S*'""'-<^-  '''  ^T^  "°""  ^""'-  ^°'  ^"«^'"-  ^^  '""'M 
'"  ^"""f"  'n  North  Amenca:  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


one-story  yellow  clapboard  houses 
spread  beneath  a  thick  canopy  of 
gnarled  oaks  and  tattered  shreds  of 
Spanish  moss.  The  River  Lodge,  Cedar 
House  and  Michael  Cottage  have 
tvv^o  to  four  bedrooms  and  porches  ar- 
ranged around  a  sitting  room  with 
fireplace.  The  recently  restored  Helen 
House,  built  in  1929  as  a  wedding  pre- 
sent for  Berolzheimer's  daughter,  is 
slighdy  grander.  The  Hunting  Lodge's 
bent-cedar-limb  fireplace  serves  as 
a  central  gathering  area,  with  an  ad- 
jacent museum  showcasing  family 
memorabilia,  pottery,  and  the  island's 
flora  and  fauna. 

Cocktails  and  family-style  meals 
are  also  served  at  the  Hunting  Lodge. 
Chef  Charles  Bostick's  cuisine  runs 
from  pile-it-on  breakfasts  and  South- 
ern yummies  to  sophisticated  Asian 
and  Mediterranean-inspired  fare.  Grab 
a  picnic  and  explore  coves,  beaches 
and  creeks  by  bike,  horse,  motorboat, 
canoe  or  footpath.  There's  a  resident 
naturalist  to  point  out  the  alligators, 
deer,  loggerhead  turtle  nests,  migrat- 
ing birds  or  incredible  sea  shells. 

The  Lodge  on  Little  St.  Simons  L- 
land.from  $j8^ per  night/double  occu- 
pancy; P.O.  Box  2ioj8,  St.  Simons 
Island,  GAjip2;  888-SEE-LSSI,  gi2- 
6^8-j4j2,fax  gi2-6j4-i8ii. 

— Marion  Laffey  Fox 

Tokyo:  There's  no  such  thing  as  an 
"easy"  adjustment  to  this  frenetic  city 
for  Western  travelers.  The  flight  over 
eats  up  an  entire  day.  The  two-hour 
ride  in  from  Narita  Airport  is  less  a 
transfer  than  an  unanticipated  leg  of 
your  trip.  And  the  one-two  punch  of 
jet  lag  and  the  language  barrier  makes 
it  that  much  more  difficult  to  navigate 
the  sidewalks  among  the  thousands  of 
men  and  women  in  business  suits 
jostling  to  be  the  first  into  the  office. 
Need  a  jolt  of  coffee  to  rejuvenate 
your  senses?  That'll  be  four  bucks,  ari- 
gato  very  much. 

Fortunately,  there  exists  at  least 
one  hotel  doing  everything  it  can  to 
make  the  transition  as  comfortable  as 
possible.  The  Park  Hyatt  Tokyo, 
comprising  the  top  14  floors  of  the 


city'g  second-tallest  building,  is  un- 
doubtedly Japan's  finest  Western- 
style  luxury  hotel.  In  the  tightly  packed 
city  that  gave  us  the  morgue-like 
"capsule  hotel,"  large  rooms  are  about 
as  common  as  Godzilla  sightings;  so 
it's  a  welcome  surprise  to  discover  that 
the  Park  Hyatt's  rooms  are  Tokyo's 
most  spacious  as  well  as  most  elegant. 
Everything  about  the  hotel  provides  a 
soothing  counterpoint  to  the  nonstop 
bustle  of  the  central  business  district, 


if  you've  got  some  time,  you  should 
venture  out.  But  don't  overlook  one  of 
the  city's  most  spectacular  restaurants, 
The  New  York  Grill,  just  an  elevator 
ride  from  your  room.  With  a  pan- 
oramic, floor-to-ceiling  view  of  the 
dazzling  Tokyo  cityscape,  this  is  the 
rare  hotel  restaurant  as  popular  with 
young-and-beautiflil  locals  as  it  with 
guests.  Knock  back  a  Suntory  whisky 
at  the  bar;  stay  for  an  excellent  dinner 
inspired  bv  Manhattan's  classic  steak- 


Siuitn  amid  the  clouds  high  atop  Tokyo  at  the  Park  Hyatt. 


Shimuku,  down  below — from  its 
Ught-flooded  lobby  to  its  sleek,  serene 
health  center  to  its  impeccably  gra- 
cious, multilingual  staff. 

Gift-giving  is  customary  here,  and 
you  don't  want  to  show  up  empty- 
handed  at  your  big  meeting.  Ask  the 
concierge  to  direct  you  to  nearby 
Isetan,  Tokyo's  answer  to  Harrod's, 
where  you'll  find  platonically  ideal 
forms  of  every  food  you  can  imagine, 
and  many  more  you  can't.  "Fresh" 
may  not  be  precise  enough  a  term  to 
describe  some  of  the  strange-looking 
sea  creatures  for  sale  to  the  lunch 
crowd  here:  they're  still  squirming  on 
beds  of  ice.  If  you're  hoping  to  make  a 
big  impression  with  your  hosts,  pick 
up  a  $300  "gift"  cantaloupe;  in  a  land 
where  fresh  fruit  is  at  a  premium, 
these  perfect,  unblemished  melons  are 
considered  exotic  delicacies. 

T  here  are,  of  course,  countiess  places 
to  eat  and  drink  in  the  evenings,  and 


houses,  with  a  few  Pacific  Rim  twists 
here  and  there.  Then  saunter  back  to 
your  room  for  a  comfortable  night's 
rest,  and  wake  up  to  the  rising  sun. 
Park  Hyatt  Tokyo;  rooms  from  $jyS' 
8oo-2jj-i2j4,fax  8i-j-^22-i288. 

— Jeff  Turrentine 

Off  The  Road:  For  anyone  who 
bought  a  four-wheel-drive  vehicle  re- 
cently with  big  dreams  of  crashing 
through  the  bush,  spinning  up  high 
geysers  of  mud  and  rocks,  there  is 
good  news  and  bad  news. 

First  the  good  news:  Land  Rover 
has  opened  its  first  4x4  driiing  school 
in  the  U.S.,  and  it's  great  fun.  Located 
at  the  Equinox  Hotel  in  Manchester, 
Vermont,  the  school  is  a  branch  of — 
I  kid  you  not — Land  Rover  Univer- 
sity, and  offers  three  seasons  of  mud 
driving  and  a  winter  session  on  snow 
and  ice.  The  Equinox  has  built  a  rug- 
ged, one-mile-around  training  course 
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Strict  conformity  required  at 

Uncle  Ho's place;  life  on  the  slow  track 

at  the  Equinox  Hotel. 


■  ■  ^•oe-J5^k„7^ 


i'Tv^^, 


not  far  from  the  hotel,  but  students 
also  have  the  option  of  hitting  the  log- 
ging roads  in  the  surrounding  Green 
Mountains,  with  Range  Rovers,  De- 
fender 90s  and  Discoveries  provided. 

Now  the  bad  news:  if  you  do  have 
big  dreams  of  crashing  through  the 
bush,  spinning  up  high  geysers  of  mud 
and  rocks,  forget  them.  That's  simply 
not  the  way  you  drive  one  of  these 
courses.  In  fact,  the  object  seems  more 
to  see  how  slowly  you  can  drive,  the 
idea  being  that  if  you  were  actually 
miles  from  civiHzation  and  dependent 
on  your  Rover  to  save  your  life,  the  last 
thing  you'd  want  to  do  is  go  crashing 
blindly  through  the  bush  and  getting 
yourself  hopelessly  stuck. 

Deliberately,  methodically,  that's 
how  I  learned  to  drive  a  Rover  the  af- 


ternoon I  visited  the  Equinox  training 
course.  It  had  snowed  the  night  before, 
and  inching  through  the  woods  had 
the  feel  of  the  retreat  from  Leningrad. 
There  were  steep  climbs  and  descents, 
water  splashes,  ditches  and  traverses 
over  snowy  mud  and  through  wispy 
fog.  "As  slow  as  possible,  as  fast  as  nec- 
essary," my  instructor  kept  repeating. 
I  also  learned  such  potentially  life-sav- 
ing tips  as  when  to  let  a  rock  pass  under 
the  vehicle  and  when  to  put  a  tire  over 
it;  what  to  do  when  faced  with  a  75-de- 
gree  angle  drop;  and  why  you  never 
hook  your  thumbs  around  the  steering 
wheel  like  you  do  in  ordinary  driving. 
(The  wheel  can  kick  back — hard — 
and  snap  them  like  twigs.) 

Only  about  5%  of  4x4  owners  ever 
actually  go  off-road.  If  you  consider 
that  of  those,  roughly  half  still  don't 
know  what  they're  doing,  that  makes 
nearly  100%  of  all  4x4  own- 
ers out  there  who  don't 
have  a  clue  what  their  vehi- 
cle was  made  for.  Finally, 
vt  1  ,  w«    there's  a  school  that  will 
^'' '  '  '       teach  them. 

The  Land  Rover  Driving 
School  at  the  Equinox.  In- 
/ ''  'a|  dividual  lessons  start  at  $120 
't  an  hour;  group  lessons  also 
,..  \i .  availal'le.Atwo-driverpack- 
>  -^  age,  which  includes  a  lesson 
in  basic  four-wheel-drive  op- 
eration, a  two-hour  trail  drive  and  one 
night's  lodging  at  the  Equinox,  is  $664; 
8oo-j62-4'/4'/.       — Patrick  Cooke 

Lenin  Lite:  The  Vietnamese  are  very 
serious  about  their  former  revolution- 
ary leader.  We  learned  that  from  Twee, 
our  gracious  host  at  A  Dong,  a  per- 
fectly livable  hotel  in  the  Old  Quarter 
of  Hanoi.  "You  go  see  Uncle  Ho?"  she 
asked  us  enthusiastically,  pushing  a 
street  map  across  our  breakfast  table. 
Yes,  I  assured  her,  we  would  defmitelv 
go  see  Uncle  Ho. 

Outside,  the  narrow  streets  were 
swarming  with  traffic,  as  are  most  of 
the  streets  in  Hanoi.  Shiny  new  mo- 
torcycles carried  multiple  passengers. 
Bicycles  loaded  with  geese.  Cyclos 
carting  tired  tourists.  We  hired  two 


motorcycle  taxis  and  plunged  into  the 
blur  hugging  the  drivers.  By  the  time 
my  driver  pried  loose  my  grip,  we 
were  near  Uncle  Ho's  place  in  the  Ba 
Dinh  district  of  western  Hanoi. 

The  wide  French  colonial  boule- 
vards, closed  to  traffic  whenever  the 
mausoleum  is  open,  seemed  almost 
serene.  We  bought  our  tickets  at  the 
reception  haU  on  Chua  Mot  Cot  Street 
and  hurried  to  the  end  of  a  single-file 
line.  Uniformed  guards  made  us  stand 
an  arm's  length  apart  before  leading  us 
to  the  entrance. 

Despite  Ho  Chi  Minh's  request  to 
be  cremated,  his  people  built  a  mau- 
soleum around  him  anyway.  The 
massive,  dark  gray  tomb  stands  out 
powerfully  against  the  spacious  boule- 
vards. The  inscription  over  the  en- 
trance translates:  "Nothing  is  more 
precious  than  independence  and  free- 
dom"— a  curious  maxim  for  commu- 
nist conformity.  We  walked  through 
a  cool,  dim  corridor  to  the  room  where 
Uncle  Ho  has  been  lying  since  the 
1970s.  Guards  in  white  uniforms  stood 
stiffly  at  all  sides.  People  quickly  lost 
interest  in  keeping  at  arm's  length 
and  hustled  to  peer  into  the  glass  case 
that  houses  the  corpse  with  its  illumi- 
nated peaceful  expression. 

I  found  it  hard  to  imagine  that  the 
man  has  been  dead  for  almost  30  years. 
He  looked  great!  Nor  had  death  slowed 
his  busy  schedule.  Ho  had  just  come 
back  the  previous  day  from  his  annual 
trip  to  Moscow  for  grooming.  As  we 
moved  slowly  around  the  perimeter  of 
the  room,  we  felt  more  like  we  were  at- 
tending a  wake  than  strolling  through 
a  national  monument.  Maybe  it  helps 
if  you're  a  communist. 

The  sun  was  glaring  as  we  exited 
the  great  tomb,  still  in  single  file.  This 
time  we  walked  the  boulevards  a  lit- 
tle more  thoughtfully.  Many  with 
heads  bowed.  Some  embracing  their 
national  pride.  The  rest  of  us  wonder- 
ing— how  does  Ho  stay  so  fit? 

Ho  Chi  Minh's  Mausoleum,  ChuaMot 
Cot  Street;  open  mornings  except  Mon- 
day and  Friday;  usually  closed  September 
to  early  November  for  grooming.  • 

— Penny  Blatt 
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Dunhill  Completes  The  Hand 


C/)f,,,^// 


AGED  CIGARS 


DUNHILL  TOBACCO  OF  LONDON  LIMITED 
CALL  1  -800-221  -41 34  FOR  THE  TOBACCONIST  NEAREST  YOU. 


4  HH         The  Parent  Teacher  Organization  meets  Wednesday,  your  board  meets  Thursday 
A  I  IpTI    ^nd  you  promised  Friday  to  the  kids.  Allen-Edmonds  is  one  step  ahead  with  styles  for 
'Hi^^  -4    ^^^^  event.  Shoes  made  so  well,  we  can  recraft  them.  Sizes  ranging 

n  HtnOtiriQ    ^^^"^  ^  ^° ^^'  '^^^^^^  AAAA  to  EEE.  You'll  be  comfortable  in  anyone's 


meetmg, 


For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 


For  All   Walks  of  Life' 


http://uiww.allenedmonds.com     Made  in  the  USA    (MGQ) 


(the  golf  bag 


Rabbits  And  Tigers 
AndBearSy  Oh  My! 


By  James  Y.  Bartlett 


For  young  players  on  the  Pro 

Tour,  it's  not  all  a  gravy  train 

The  Year  of  the  Tiger  has  come  and 
gone.  The  skinny  kid  with  the  million-dol- 
lar smile  rocketed  into  our  consciousness 
just  over  a  year  ago,  winning  six  tourna- 
ments, more  than  $2  million  and  his  first 
green  jacket,  and  pocketing  untold  millions 
more  for  just  smiling  into  the  camera. 

What  is  most  striking  about  golfs  new 
Pied  Piper  is  how  easy  he  made  it  look — as 
if  it  were  all  predestined:  the  four-year-old's 
appearance  on  the  "Mike  Douglas  Show," 
the  six-year-old  hobnobbing  with  Bob 
Hope  and  Sam  Snead,  the  three  U.S.  Junior 
Amateurs  in  a  row  followed  by  the  three 
U.S.  Amateurs  in  a  row,  with  an  NCAA 
title  thrown  in  for  good  measure — just  a 
prelude  of  what  was,  and  is,  to  come. 

It  is  easy  to  forget,  when  watching  Tiger, 
that  it  isn't  always  that  easy.  In  fact,  for 
every  Tiger — and  he's  probably  one  in  a 
generation — there  are  hundreds,  if  not 
thousands,  of  rabbits  out  there. 

In  the  caste  system  that  is  professional 
golf,  the  rabbits  are  the  worker  drones,  the 
blue-coUar  guys,  the  lunch  pail  gang.  Those 
at  the  top  of  the  system  are  the  members  of 
the  all-exempt  Tour:  the  top  125  money- 
winners  with  guaranteed  entry  into  all  open 
PGA  Tour  tournaments  they  wish  to  play. 
And  even  in  this  group,  there  are  castes:  the 
stars,  the  regular  winners,  the  handful  of 
marquee  players  who  rise  above  the  guys 


who  struggle  week  to  week  to  make  the  cut 
and  cash  a  check.  Even  lower  in  the  caste 
are  those  who  are  provisionally  exempt, 
who  must  struggle  to  obtain  sponsors'  ex- 
emptions to  enter  tournaments,  or  other- 
wise beg  their  way  into  events. 

But  even  these  are  not  the  rabbits,  the 
cadre  of  golfers  who  have  a  game  that  is  al- 
most, but  not  quite,  there.  Many  of  them 
are  young  and  hopefil,  fresh  out  of  college 
and  dreaming  of  free  courtesy  cars,  piles  of 
fresh  new  Titleists  on  the  practice  range, 
and  a  quick  sound  bite  interview  with  Gary 
McCord  befDre  the  fmal  round.  Others  are 
older  veterans  of  the  Big  Show,  who  can't 
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lens  performance  on  par  with  some  of  tfie  finest  SLR  cameras,  but 
witli  all  the  advantages  of  a  compoct.  Features  auto  flash,  auto  exposure, 
operture  priority,  a  28mm  f2.8  multi-coated  lens,  ond  more! 


This  cool  looking  Advanced  Photo  System  camera  gives 
you  loads  of  picture  taking  freedom,  25 100mm  zoom 
lens  (4xZoom),  multi  programmed  auto  flash,  TTL  phase- 
detection  auto-focus,  red-eye  reduction,  and  more!  Strop, 
batteries,  remote  controller  and  film  included. 


/N^X-Af^JCEQ^ 


PENTAX 


Efina 


279 


Pentox  Innovation  plus  Advanced  Photo  System 
Refinement.  So  small  it  fits  in  your  pocket,  so  light  you 
mn'i  know  it's  there,  and  so  easy  to  use.  The  efina  zoom 
compact  offers  unparalleled  photographic  convenience 
plus  precise  processing  in  your  choice  of  three  distinct 
picture  formots.  Shooting  with  efina  is  simplicity  itself; 
it's  truly  a  user-friendly  camera. 


K<Onica  Q-Mini  QM-3501  Digital  Camera  ..^49^ 

Super  compact,  with  buili-in  flash,  delivers  super-shorp  images  with  350,000  pixels  and  a  bright  F2.8  lens,  tire 
1 .8"  color  built-in  LCD  monitor  displays  your  pictures  clearly  at  640x480  dpi.  Best  of  oil,  Q-mini  offers  o  super- 
convenient  way  to  store  and  transfer  images:  a  new  Compact  Flash  cord  holds  up  to  47  images,  then  just  plug  in 
the  coble  and  you  can  view  your  pictures  on  TVor  upload  to  a  computer. 


PENTAX  IQ  nSm     ^249| 

Features  35mm  ultra  compact  full-flat  body  design,  a  powerful  38-11 5mm  zoom  lens,  passive  5-point 
autofocus  system,  auto  bocklight  compensation,  auto  flash  with  red-eye  reduction,  mid-roll  panorama 
switching,  electronic  self-timer  and  more! 

4^01^145  Zoom  BBl ^269 


A  high-power  38-1 45mm  compact  zoom  camera ' 
quality  and  performance. 


I  Schneider  Vorioplan  lens  for  those  who  seek  the  best  m: 


@  LE  ICA  Minilux .799! 

Luxury  in  the  palm  of  your  hand.  Features:  leather-trim  titanium  body,  40mm  f/2.4  Summarit  lens, 
outo-focus,  outo  ond  manual  program  modes,  buih-in  flash  with  Red-Eye  Reduction,  auto  film  advance 
and  rewind,  exposure  correction,  and  more. 


The  Ability  to  Communicate  Anytime,  Anywhere 
Is  No  Longer  a  Luxury.  It^s  a  Necessity. 

^29991 


Planet  1  Satellite  Phone 

Now,  Planet  1^'^,  the  world's  first  portable,  affordable,  global  satellite  communications  system,  ■ 

makes  it  possible.  Whether  you're  conducting  business,  drilling  for  oil,  aiding  in  humanitarian  efforts    « 
or  traveling  the  world,  your  lifeline  is  knowing  that  you  can  stay  in  touch. 


Portable 

Weighing  less  thon  six  pounds  and  os  compact  as 
a  laptop  computer.  Planet  1  is  a  truly  portable 
satellite  phone  that  lets  you  communicate  or  be 
reached  in  places  where  cell  phones  and  landline 
phones  are  limited  or  don't  exist. 

Reliable 

With  Planet  1,  you're  no  longer  at  the  mercy 
of  spotty  cellular  coverage  or  land  line  phone 
problems.  Dead  spots  ond  interference  are  also 
eliminated.  You'll  always  be  able  to  count  on 
Planet  1  to  get  your  call,  fox  or  email. 


humiiiii  yuui  uigital  images  from  any  whet  e 
in  the  world  with  the  PLANET  7  SATELLITE  PHONE 


Simple 

But  for  all  its  sophisticated  satellite  technology. 
Planet  1  is  easy  to  use.  If  you  can  see  the  sky, 
you  can  phone,  fax  and  email  virtually  anywhere 
on  the  globe. 

Affordable 

The  freedom  to  communicote  anytime,  onywhere 
is  invaluable.  And  at  this  price,  Planet  1  is  an 
incredible  value. 

INTRODUCING 
One  Planet.  No  Boundaries." 


Users  oi  Planet  1  phones  and  services  ore  responsible  for  obtaining  any  authorizations  or  approvals  necessory 
for  the  lawful  operation  or  use  thereof  Certain  countries  moy  restrict  or  prohibit  the  operation  or  uie  of  Plonel 
\  phones  ond  services   Plonet  1  is  a  registered  trademarlc  ond  service  mark  of  COMSAT  Corporation, 


Global  Partner 
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Canon 

ELPH 

Wpure  original  -  the  world's  smallest  and  most  elegant 
zoom  camero  with  o  24-48mm  2x  power  zoom  lens,  all 
the  amazing  features  of  Advonced  Photo  System  technol- 
ogy, tlybrid  Autofocus  and  sophisticated  flash  options. 
ilso  available  Infrared  Remote  Control. 


MIIMOX  EC  Spy  Camera 

while  it's  not  much  bigger  than  your  thumb  and 
weighs  only  58g  (incl.  battery  and  film),  it  boasts 
a  4  element  lens  that  con  focus  to  on  amazing  8", 
'and  auto  exposure.  Made  in  Germany.  Minox  film 
'and  developing  mailers  available. 


SIGMA 

10x21 

Ambassacior 

$99 

i  compact  size  ond  amazing  light  weight  (6.6  oz.) 
"iiake  these  binoculars  perfect  for  traveling;  superior 
Jopanese  optics  provide  outstanding  performance  and 
jigma's  exclusive  "Lunarvision"  coating  reduces  UV  trons- 
nission  to  allow  longer  viewing. 


Qollei 


A  compart  with  a  host  of  powerful  feotures:  high-grade 
khneider-Kreuznoch  Variogon  28-90mm  zoom  with 
step-zoom  functions,  active  infrared  autofocus  w/focus 
lock  &  auto  macro,  auto  exposure  control  and  more! 


Panasonic  PV-DV710 
Digital  Camcorder  vw'ith 
Built-in  Color  Monitor 

1*1999 

DV  is  0  revolutionary  format  that  is  capable  of  500  lines 
I  of  horizontal  resolution,  which  surpasses  that  of  a  live  TV 
'broadcost  by  50%  and  can  record  CD-quality  audio  on  a 
miniature  cassette  (1/I2th  the  size  of  o  standard  VHS  tope) 
-  all  in  a  produrt  that  can  be  held  securely  in  your  hand. 


888.fil 
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The  Super  Big  Mini  Zoom  Advanced  Photo  System  Camera  from  Konica.  Underneath  its  slim,  trim, 
metallic  exterior  is  a  whole  new  way  to  shoot  photos  -  the  Advanced  Photo  System.  It's  a  new  format 
featuring  Print  Quality  Improvement.  PQI  is  a  new  system  that  allows  the  Super  Big  mini  Zoom  to 
encode  data  onto  the  film's  magnetic  layer  to  help  your  photofinisher  improve  the  final  product. 
Plus  drop-in  film  loading;  frame,  shoot  and  print  three  ways;  30-60mm  zoom  lens;  night-view  portrait 
mode;  red-eye  reduction;  ond  more. 


369 


Canon  EOS  Rebel  G  Kit 

With  35-80mm  Zoom  Lens  .... 

The  Ultimote  Rush!  A  fully  automatic,  ultra-compact  and  quiet  35mm  AF  SLR  with  retractable  built-in  flush. 
Offers  0  high  speed  selectable  3  point  autofocus  system  with  Al  Focus  for  improved  performance.  Canon's 
exclusive  AIM  system,  1 1  exposure  modes,  and  more.  Includes  Canon  USA,  Inc.  1-year  limited  Worronty. 


A 


Mikon  N70  with  35-80mm  $cyiO 

Wide  Angle  Zoom  Lens ^47 

Features  the  world's  1st  built-in  3D  Multi-Sensor  Bolanced  Fill-Flosh  for  the  world's  greatest  pictures 

•  five  exposure  control  modes  and  three  metering  systems  built-in 

•  fast  autofocus  with  quiet  operation 

•  compact,  lightweight  body 


CONTAX  G2    1569 

FREE  Gadget  Bag  and  Accessory  Kit  with  Purchase 

All  the  features  of  the  Gl  plus  four  frames  per  second  integrated  motor  drive,  top  shutter  speeds  of  up  to 
1/6000  sec,  X  synch  at  1/200  sec,  on  extended  baseline  autofocus  system  and  six  owesome  Carl  Zeiss  T" 
lenses.  Flash  optional.  Carl  Zeiss  Planar  T'45mm  f2.0  lens  S339.  Contox  G2  Body. 


^ 


Av-iD.  MINOLTA  Vectis  SI  Kit 399 

An  ultra-compact,  interchangeable  lens  camera  in  Minolta's  Advanced  Photo  System  with  high  image  quality 
and  Splosh-Proof  construction.  Kit  includes  28-56  zoom  lens  (shown)  plus  (1)  roll  of  15  exp.  color  negative 
film  and  (2)  CR2  lithium  batteries. 


YASHICA  Microtec  Zoom  70 
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A  Micro  Size  35-70mm  Power  Zoom  Camera:  •  Built-in  35-70mm  Power  Zoom  All  Glass  Lens  System 
•  One  of  the  World's  Smallest  Zoom  Cameras  (4.6"W  x  2.6"  H  x  1.6"  D,  Weights  Only  7.9  oz.)  •  Red  Eye 
Reduction  •  5  Mode  Flash  System  •  Electronic  Shutter  with  Auto  Exposure  •  Fully  Automatic  Operation 
Film  Advance,  Load  and  Rewind  •  10  Sec.  Self  Timer  •  Infinity  Lock  •  Easy  to  Read  LCD  Display. 


Creative  Commercial  Photo  Studio  @  Willoughby's 

Advertising,  Corporate,  Editorial,  Industrial  Photography  In  Studio  or  On  Location 

136  W.  32nd  St,,  NYC  {across  from  Penn  StaHon)      21  2-564-  1  600 
50  E.  42nd  St.,  NYC  (across  from  Grand  Central  StaHon)       2 1  2-68 1  -7844 


'        ^^^» 


CORPORATE  ACCOUNTS  WELCOME    Please  contact  Nathan  @  } -800-229-8999 

Next  Day  Shipping  Available 


» 


VISA 


Willoughby's  is  a  registered  trademark  of  Douek  Holdings  Ltd. 
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MONTBRILLANT  QP 

Recalling  Breitling's  pioneering  days,  the 
name  Montbrillant  refers  to  its  first  large 
chronograph  factory,  in  the  hills  above 
the  city  of  La  Chaux-de-Fonds. 
The  Montbrillant  spirit  lives  on  today 
in  a  line  of  outstanding  mechanical  chrono- 
graphs, all  featuring  the  circular  slide  rule 
Breitling  invented  in  the  early  1940s. 


ml 

Inth 

|:itof 

m  f 
hut. 

Imuld 
bvQ 

kt 


Exclusively  in  the  U.S.  at 


HAMIUQN 

FAMIILY-OWNED  )EWELERS  5IN(  1:1912 

l-8nO-5-HAMlLTON 

Princeton  92  Nassau  St.  (609)  683-4200  LawrenceviUi:       i  Rte.  1  (609)  771-9400 

Palm  Beach,  215  Worth  Ave,  (561)  659-6788  Palm  Beach  Gardi       The  Gardens  (561)  775-3600 

PRINCETON     LAWRENCEVILLE    PALM  BEACH    PALM  BEACH  GARDENS 


Perpetual  calendar 

Designed  for  connoisseurs  first 
and  foremost,  the  perpetual- 
calendar  wristwatch  remains 
one  of  the  most  challenging  of 
all  timepieces  to  build.  Today, 
only  a  few  watchmakers  poss- 
ess the  skills  to  assemble  the 
hundreds  of  components  that 
enable  masterpieces  such  as 
these  to  run  for  over  a  century 
without  any  adjustment  to 
their  day,  date,  week,  month, 
season,  year  or  moon-phase 
displays. 

Available  in  rose  gold  or  platinum. 


INSTRUMENTS     FOR     PROFESSIONALS 


TM 


give  up  their  dream  of  making  it,  or 
making  it  back. 

In  the  bad  old  days,  before  the  Tour 
became  all-exempt,  half  the  golfers 
playing  the  Tour  were  rabbits.  Only 
the  top  60  money  winners  from  the 
previous  year,  plus  winners  of  events, 
were  exempt  in  any  given  tourna- 
ment. The  rest  of  the  field  of  144 
would  be  chosen  by  means  of  a  Mon- 
day qualifying  tournament.  Under 
this  Darwinian  structure,  the  fittest 
had  to  play  well  enough  on  Monday 
to  qualify,  play  well  enough  on  Thurs- 


money,  instead  of  the  purses  ponied 
up  by  automobile  makers,  insurance 
agencies  or  hamburger  chains.  On  the 
mini-tours,  they  do.  And  indeed,  many 
of  today's  PGA  Tour  players  once 
struggled  to  make  a  buck  on  the  Hoot- 
ers/Jordan Tour,  the  Tommy  Armour 
Tour,  the  Tornado  Tour,  the  Heart- 
land Tour  or  the  Take  It  Deep  Tour. 
Tiger  Woods  was  never  a  rabbit; 
Brian  Gay  is.  Gay,  an  Army  brat,  took 
up  the  game  at  around  age  nine  when 
his  father  was  stationed  in  Alabama. 
In  high  school,  he  played  in  American 


The  Q  School  is  the  PGA  Tour's  autumnal  torture 
chamber,  hastyear^  lyl53  hopefuls  paid  $3^000 
each  to  undergo  the  nail-biting  three-stage  tourn- 
ament. Only  the  top  40  got  a  PGA  Tour  card. 


day  and  Friday  to  make  the  cut,  and 
play  well  enough  on  the  weekend  to 
make  any  money. 

The  aU-exempt  Tour  did  not  elim- 
inate the  rabbits;  it  just  pushed  them 
further  down  the  food  chain.  When 
the  Tour  started  its  Triple-A  league 
in  1990  (first  as  the  Ben  Hogan  Tour 
and  now  the  Nike  Tour),  it  institu- 
tionalized a  new  generation  of  rabbits 
by  creating  another  30-event  season 
for  another  group  of  exempt  profes- 
sional golfers.  Indeed,  with  Monday 
qualifiers  of  its  own,  the  Nike  Tour 
became  one  of  the  main  rabbit  breed- 
ing grounds. 

But  most  of  today's  rabbits  are  not 
found  within  the  ropes  of  official 
events  sponsored  by  the  PGA  Tour. 
Instead,  they  play  on  myriad  so-called 
"mini-tours"  that  have  sprung  up  like 
weeds  around  the  country.  These  are 
smaller,  regional  and  seasonal  group- 
ings of  tournaments  run  by  private 
companies  or  entrepreneurs  who  offer, 
for  the  price  of  a  hefty  entrance  fee, 
the  prospect  of  earning  a  halfway  de- 
cent living. 

Cynical  golf  fans  have  long  won- 
dered how  PGA  Tour  pros  would  fare 
if  they  were  playing  with  their  own 


Junior  Golf  Association  events  and 
was  a  junior  All-American.  Heavily 
recruited  by  Southern  colleges,  he 
ended  up  at  the  University  of  Florida, 
and  in  1993  he  helped  the  Gators  win 
the  NCAA  golf  title  as  a  first-team 
All-American. 

So  when  he  graduated  in  '94,  he 
turned  pro,  signed  with  IMG,  and 
went  out  to  prove  his  mettle  and  seek 
his  fortune.  That  first  summer,  he 
knocked  around:  tried  Monday  qual- 
ifying at  a  few  Nike  Tour  events, 
played  on  a  few  mini-tours  and  got 
ready  for  the  fall  qualifying  school. 

The  Q_School  is  the  PGA  Tour's 
autumnal  torture  chamber  in  which 
the  nation's  golfers  attempt  to  prove 
they  have  a  game.  Last  year,  1,153 
hopeflils  paid  the  Tour  $3,000  each  to 
undergo  the  nail-biting  three-stage 
tournament  in  which  only  the  top  40 
would  get  a  Tour  card  giving  them 
the  right  to  seek  entry  to  an  official 
PGA  Tour  event.  This  year,  the 
number  of  Tour  cards  has  been  cut  to 
35,  as  the  top  15  money  winners — up 
from  10 — from  the  Nike  Tour  will  be 
promoted  to  the  Big  Show. 

Q^School  is  a  grueling  experience, 
in  which  one  bad  hole,  one  errant 


shot,  can  mean  the  difference  be- 
tween the  PGA  Tour  and  the  Take  It 
Deep  Tour.  Just  ask  Brian  Gay. 

"That  first  year,  I  got  through  the 
first  stage  and  I  was  playing  pretty 
good  at  the  second  stage,  at  Queen's 
Harbor  in  Jacksonville,"  he  recalls. 
"But  I  had  a  disaster  on  an  island  par 
three  there... I  took  a  quad  and  a 
triple  on  that  hole  and  missed  ad- 
vancing to  the  final  stage  by  three 
shots.  Just  one  terrible  hole  and. ..." 

So  he  continued  on  the  itinerant 
worker's  path  as  a  golf  rabbit.  Played 
a  few  Nike  events,  a  few  Hooters/ 
Jordan  tournaments.  Played  on  Flor- 
ida's Gold  Coast  challenge  tour  and 
did  pretty  well:  he  won  two  events 
and  finished  first  on  the  money  list, 
pocketing  $130,000  that  year.  Then, 
in  that  fall's  Q_School,  he  won  the 
first  stage  tournament  only  to  crash 
again  in  the  second  stage. 

In  1996,  more  of  the  same:  Nike 
events.  Golden  Bear  Tour,  run  by  the 
Jack  Nicklaus  Company,  the  odd 
tournament  here  and  there.  He  won 
twice  on  Golden  Bear,  finished  sec- 
ond on  its  money  list.  For  Q_School 
that  year,  he  elected  to  play  the  sec- 
ond stage  at  a  course  in  El  Paso:  a 
friend  had  told  him  that  the  course  fit 
his  game  and  the  qualifying  score 
there  the  previous  year  had  been  only 
four  under  par.  So  Gay  went  out  to 
Texas  and  shot  nine  under... and 
missed  advancing  by  two. 

"After  missing  my  card  that  year,  I 
knew  I  didn't  want  to  go  chasing  the 
mini-tours  again,"  Gay  said.  "There's 
really  no  easy  way  to  go.  Except  for 
the  first  year,  I've  been  out  here  on 
my  own,  no  sponsors  to  back  me  up. 
You  can  go  out  there  and  chase  the 
Nike  Tour  around,  tr)^  to  qualify  on 
Mondays,  but  you  can  also  go  broke 
pretty  easy  doing  that." 

This  year,  Brian  Gay  decided  to  try 
something  different.  He  had  heard 
about  the  Asian  Tour,  a  series  of  events 
held  along  the  Pacific  Rim,  but  for  a 
good  ol'  boy  who'd  never  been  outside 
the  country,  it  had  always  sounded 
a  bit  too  exotic.  Still,  his  advisers  and 
friends  convinced  him  to  tr}'  it. 
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22"  Litigation  Bag. 


Glaser  22"  Litigation  Bag 

Walnut  or  black  leather,  22  x  14  x  8",  $1050. 

Here's  a  huge  briefcase  that's  also 
a  suitcase  that's  a  legal  carry-on. 
_  _  It  will  carry  letter-size 
manila  file-folders  and 
three-ring  letter-size 
binders  stacked  verti- 
cally, side-by-side.  You 
can  organize  it  however  you  like 
with  Glaser  Insiders™  dividers. 


Our  Traveler's  Briefcases  double 
as  your  laptop  bag.  Your  laptop 
is  protected  by  our  padded, 
Flexible  Unwreckable     frame. 

Wondering  if  you  can  pack  your 
suit,  and  a  couple  of 
shirts  wrinkle-free  in 
your  22"  Litigation 
Bag?  Ask  us  about  our 

Suitfolder  and  Pakasak™  dividers. 

Twelve  of  us  work  together  to 
design  and  make  Glaser  Travel 
Goods  in  our  San  Francisco  stu- 
dio. We  sell  direct  to  you. 

Please  call  for  our  free  catalog. 

Glaser  Designs 

Travel    Goods    Makers 


'^.^S^<^      32-  OTIS  ST.  SAN  FRANCISCO  CA  94IO3 

PHONE    415-552-3188    FAX  415-431-3999 

800-234-1075    FYI@GLASERDESIGNS.COM 


It  may  be  small.  But  the  Bose®  Acoustic  Wave®  music  system  is  definitely  an 
overachiever.  The  unit  features  a  compact  disc  player,  an  AM/FM  radio,  a  handy 
remote  control,  and  our  patented  acoustic  waveguide  speaker  technology.  And 
it  produces  a  rich,  natural  sound  quality  comparable  to  audio  systems  costing 
thousands  of  dollars.  We  know  that's  hard  to  believe.  So  we're  ready  to  prove  it. 
Call  or  write  now  for  our  complimentary  guide  to  this  award-winning  system. 
Because,  like  the  system  itself,  it's  available  directly  from  Bose. 

Call  today.  1-800-898-BOSE,  ext.  A2424. 


Mr./Mrs./Ms. 

(              ) 

(                1 

Name  (Please  Prim) 

Daytime  Telephone 

Evening  Telephone 

Address 

He  flew  out  to  Manila  early  this 
year  and  entered  the  Asian  Tour's 
qualifying  event  with  more  than  200 
of  the  world's  other  rabbits.  He  fin- 
ished sixth  overall,  which  got  him 
entry  into  all  the  events.  In  his  first 
three  events,  he  finished  fifth,  T-40 
and  fifth,  then  flew  home  and  got 
married,  and  then  took  his  new  bride 
(and  caddie)  back  out  to  Singapore, 
Calcutta,  Bangkok,  Kyoto  and  Seoul. 

"It  was  kind  of  different  and 
tough,  travehng  week  to  week,  from 
country  to  country,"  he  said.  "The 
courses  vary  from  unbeHevably  lush 
to  some  that  are  terrible.  I  had  a  few 
experiences  with  snakes — one  guy  I 
know  almost  stepped  on  a  cobra  on 
the  eighth  fairway  in  Malaysia." 

Gay  played  well  enough  to  get  an 
invitation  to  the  China  Open,  then 
flew  home  in  May  and  played  the 
summer  on  the  Golden  Bear  Tour  in 
southern  Florida.  He  has,  he  says, 
been  "playing  fair,  but  not  great."  He 
wiU  try  Q_School  again:  first  stage  in 
Jackson,  Mississippi;  then  Panama 
City,  Florida. 

"I  know  I  have  the  game  to  play 
out  there,"  he  says,  talking  about  the 
PGA  Tour.  "It's  just  a  question  of 
getting  past  the  qualifying.  You  only 
get  one  shot  and  you  gotta  have  your 
game  on  that  week.  I've  had  a  couple 
of  good  years  on  the  mini-tours, 
gained  some  experience,  worked  on 
my  game  and  made  a  Hving.  But  that 
doesn't  do  anything  for  you." 

And,  of  course,  he's  right.  The 
world  cares  not  a  whit  for  former  All- 
Americans  who  are  fourth  on  the 
Golden  Bear  Tour.  The  world  is  in- 
terested only  in  miUion-dollar  smiles 
swooshing  around  the  Big  Show. 

"It's  a  tough  way  to  make  a  Hv- 
ing,"  says  Brian  Gay.  "People  think 
it  must  be  fiin  to  just  play  golf  every 
day.  It  is  fiin,  but  it's  also  a  lot  of 
work.  If  you're  playing  good  and 
making  money,  it's  fiin,  but  that's 
not  always  the  case." 

Brian  Gay  is  not  Tiger  Woods. 

Yet. . 

James  YBartlettwFYTj^o^^jv. 


City  State  Zip 

Or  mail  to;  Bose  Corporation,  Dcpt.  CDD-A2424.  The  Mountain,  Framingham,  MA  01701-9168. 


Better  sound  through  research^ 


As  tne  dawn  of  a  new 


ensure  a  better  tomorrow^. 


Plus,  with  stellar  breaktliroughs 


century  approaches.  Canon  s 


Ideas  like  our     On-Demand  like  ozone-free  copiers,  now  even 


innovative  technology  continues  Fusing  System     in  laser  beam  the  air  m  the  office  is  cleaner. 


to  light  the  w^ay  in  the  corporate  printers  which  actually  saves 


Naturally,  w^e  will  keep 


w^orld.  But  w^e  ve  also  made  it  energy  by  eliminating  w^arm-up  on  developing  environmentally 

our  business  to  protect  the  time.  Or  our  copier  Remanu-  responsible  products  and 

environment,  too.  As  a  result,  facturing  Program  that  helps  programs  clear  into  the  future. 


some  of  today  s  brightest  ideas 


conserve  and  preserve  the 


It  s  the  kind  of  fresh 


in  product  development  have  world  s  natural  resources  by  thinking  you  d  expect  from  a 


been  created  by  Canon  to 


dramatically  reducing  waste.  leader  like  Canon. 


versary 

www.iisa.canon.com 

01997  Cinon  U.S.A..  Inc. 


Canon 


Essex  House 

Hotel  Nikko  New  York 


Hotel  Nikko 
San  Francisco 


The  Ilikai 

Hotel  Nikko  Waikiki 


Hotel  Nikko 
Mexico 


Hotel  Nikko 
at  Beverly  Hills 


Our  Hotels  Aren't  All  The  Same. 
But  They  Do  Have  Something  In  Common. 

Like  each  of  our  guests,  each  Nikko  hotel  has  a  different  personality. 

But  what  you  will  find  at  every  Nikko  hotel, 

throughout  the  United  States  and  around  the  world,  is  our  continuing 

commitment  to  service  and  hospitality. 


LL 


^  nikko  hotels  international 

Every    Nikko,    Every    Comfort. 

For  reservations  at  any  Nikko  Hotel  call  your  travel  professional  or  1 .800.NIKKO.US. 

In  Mexico,  call  95-800-NIKKO-US. 

Or  simply  fax  your  reservation  to  1 .800.544.4455. 

For  additional  information,  ask  for  our  Nikko  Hotels  International. 

Nikko  Hotels  Chain  Code  -  NK 


1^ 


Well^^ 


OH,  SWELL 


THE    HAGUE— The 

latest  drugs  for  fighting 
depression  can  delay  or- 
gasm in  men,  says  Marcel 
Waldinger  of  the  Leyen- 
buig  Hospital  The  research- 
er tested  four  drugs — 


Prozac,  Zoloft,  Paxil  and 
Luvox — on  60  men  by 
having  them  clock  the 
time  to  ejaculation. 

Luvox  was  the  win- 
ner— or  loser,  as  the  case 
may  be.  The  drug  nearly 
doubled  the  time  to  cli- 
max, while  the  other  anti- 
depressants caused  four- 
fold to  eight-fold  delays. 
These  particular  men 
probably  weren't  both- 
ered by  the  delays:  their 
un-drugged  time  to  or- 
gasm averaged  less  than 
a  minute.  But  for  people 
who  take  antidepressants, 
40%  to  60%  of  whom  have 
serious  sexual  problems 
as  a  result,  these  side  ef- 
fects might  be  enough  to 
cause  them  to  stop  taking 
their  medication  alto- 
gether, resulting  in  a  re- 
currence of  their  illness. 


BREATHLESS  IN  BLIGHTY 


LONDON— Air 
pollution  can 
cause  heart  at- 
tacks, say  researchers 
here.  Jan  Poloniecki 
and  his  collea^es  at 
St.  George's  Hospital 
Medical  School  looked 
at  London  hospital 
records  from  1987  to 
1994  to  find  people 
admitted  for  heart  at- 
tack, stroke,  chest 


pains,  irregular  heart- 
beat and  other  circula- 
tory problems.  Then 
the  doctors  checked 
local  air  pollution 
records  for  the  same 
time  period. 

The  researchers 
discovered  that  on 
days  after  there  were 
high  levels  of  carbon 
monoxide,  the  inci- 
dence of  heart  attacks 
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Survival  loi 

CLEVELAND— When  you're  really  sick,  head  for  the 
nearest  big  teaching  hospital — ^you're  less  likely  to  die  and 
you'll  probably  go  home  sooner. 

Gary  Rosenthal  and  coworkers  at  Case  Western  Reserve  University  School  of 
Medicine  checked  the  records  of  nearly  90,000  patients  at  30  hospitals  in  north- 
eastern Ohio  who  were  treated  between  1991  and  1993  for  heart  attacks,  strokes, 
congestive  heart  failure,  chronic  lung  disease,  gastrointestinal  bleeding 
or  pneumonia.  The  patients  cared  for  at  major  teaching  hospitals 
were  19%  less  likely  to  die  and  their  length  of  stay  was  9% 
shorter  compared  to  people  who  went  elsewhere. 

The  researchers  say  the  difference  is  probably  the 
>v^     ^  '^i^^^^    fact  that  major  teaching  hospitals  offer  technol- 
^  *  '  ogy  and  expertise  in  specialties  that  other  places 

don't.  They  also  tend  to  cost  more,  as  man- 
aged care  organizations  pointedly  point  out. 


"•^•^  ^~~--  ««^ 
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went  up.  They  say  that 
as  many  as  one  in  50 
coronaries  in  London 
these  days  may  be 
triggered  by  bad  air. 
Carbon  monoxide 
reduces  the  blood's 
ability  to  carry  oxy- 
gen, and  that  may 
prompt  an  attack  in  a 
person  who  already 
has  clogged  arteries. 
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But  Can  It 

TeU  If  They  Lift 

The  Seat  Up? 

RED  BANK,  NEW  JERSEY— 
If  your  waiter's  lapel  is  blinking, 
don't  eat  the  food.  A  company 
named  Net/Tech  has  created 
an  infrared  system  that  detects 
whether  workers  wash  their 
hands  after  using  the  restroom. 
Employees  sport  badges  that 
trigger  a  sensor  when  they  enter 
the  restroom.  A  second  sensor 
at  the  soap  dispenser  checks 
whether  they  use  the  soap  and 
remain  at  the  sink  for  20  sec- 
onds. If  they  skip  a  wash-up, 
the  infraction  is  logged  in  a  com- 
puter and  the  badge  flashes. 
Look  for  those  blinking  badges 
at  the  Tropicana  Hotel  in  At- 
lantic City,  where  the  system  is 
being  tested. 
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Yo,  What  Was  That 
Bump,  Dude? 

SYDNEY — Cranking  up  the  tunes  when  you  hit  the  road  can  actually  help 
you  hit  the  brakes  quicker,  but  may  prevent  you  from  seeing  that  kid  dart- 
ing across  the  street.  Psychologist  Helen  Beh  at  the  University  of  Sydney 
put  60  young  people  in  driving  simulators  and  checked  their  response  times 
while  listening  to  loud  or  quiet  heavy  metal  music  or  nothing  at  all. 

Drivers  listening  to  music  at  any  volume  reacted  to  traffic  signals  50  mil- 
liseconds sooner  than  those  cruising  in  silence.  Loud  music  actually  prompted 
the  quickest  responses  to  objects  straight  in  front  of  the  test  subjects.  Beh  says 
silence  may  allow  drivers  to  think  about  things  other  than  driving;  music, 
on  the  other  hand,  may  focus  the  attention  outward.  But  she  also  notes  that 
the  drivers'  reactions  to  objects  on  the  periphery  of  their  vision  slowed  by  100 
milliseconds  when  the  music  was  loudest. 

That's  enough  to  prevent  a  driver  from  spotting  incoming  trouble. 


And  We  Have  A  Pretty  Good  Idea 
Who  Was  Handling  The  ii% 

BROOKLYN— You'll  be  relieved  to  know  that  U.S. 
currency  is  apparently  cleaner  than  it  was  25 
years  ago.  In  1972,  w^e  learned  that  70%  of  coins 
and  paper  money  were  contaminated  with  bacte- 
ria, including  nasties  such  as  Staphylococcus  au- 
reus and  E.  coli.  Well,  in  a  new  study  by  Leonid 
Kozer  and  others  at  New  York  Methodist  Hos- 
pital, only  3%  of  change  and  11%  of  bills  were 
"infected."  The  researchers  can't  account  for  the 
findings,  except  to  say  that  "our  country  seems 
to  have  cleaned  up  its  act." 
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Baume  &  Mercier  &  Me 


Baume  &  Mercier 
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MASTER  WATCHMAKERS  SINCE  1830 


Hampton 


'or  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.    http//www.baume-et-mercier.com 


Good  Work,  Wang! 


TORRANCE,  CALIFOR- 
NIA— If  you've  been 
eschewing  snug  briefs 
because  you  heard  they 
kill  off  sperm,  you  can, 
um,  relax.  Investigators 
here  decided  to  test 
the  theory  that  heating 
the  cooler-than-body- 
temperature  scrotum  in- 
terferes with  sperm 
production,  thereby  pro- 
viding a  simple,  effective 
contraceptive. 

Previous  research  sup- 
ported this  idea,  based 
on  work  with  "tightie 
whities"  and  alarming 
techniques  such  as  dunk- 
ing the  kahunas  in  hot 
water  or  cramming  them 
up  into  the  abdomen.  A 


kinder, 
gentler 
crew, 
Christina 
Wang  and 
her  col- 
leagues at 
the  Harbor- 
University  of 
California  had  21  men 
wear  polyester-lined 
jock  straps  all  day, 
every  day,  for  a  year. 
And,  indeed,  average 
scrotal  temperatures 
w^ent  up  by  about  a 
degree  and  a  half.  But 
the  sperm  swam 
strong.  Wang  and 
coworkers  think  things 
may  have  to  be  toastier 
to  have  an  effect. 
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PS. — Tbe  CIA  Is  ControllingYour 
Mind  Via  Your  Dental  Fillings 


LONDON — ^You  know  that  sensation  that  someone  is  watching 
you?  Well,  it's  real.  That  is,  you  reaUy  can  feel  when  someone  is 
looking  at  you. 
Researcher  Rupert  Sheldrake  has  shown  that  some  people  guess 
correctly  as  much  as  90%  of  the  time  when  they're  being  stared  at.  Left  sim- 
ply to  chance,  they  should  be  right  only  50%  of  the  time. 

Sheldrake  put  the  "looker"  facing  a  window  and  the  subject  on  the  other 
side  of  the  window,  bUndfolded  and  with  his  back  to  the  looker.  The  looker 
gazed  at  the  subject  only  when  told  to  do  so  by  written  instructions.  The  sub- 
ject was  then  asked  whether  he  or  she  was  being  stared  at. 

If  you  don't  believe,  try  it  yourself.  You'll  fmd  details  for  setting  up 
your  own  experiments  at  the  Web  site  http://w\vw. newscientist.com/ 
nsplus/rnr/look.html.  Then  search  for  Sheldrake  and  July  26  issue  date. 


iJU 


% 


0 


WAS  WHAT  GOOD 
FOR  ME,  TOO? 

LX)NDON— You  might  have  had 
more  sex  than  vou  remember: 
RusseU  Lane,  at  Charing  Cross 
Hospital,  cites  the  case  of  a  man 
whose  wife  complained  that  five 
times  between  1977  and  1995  he 
forgot  where  he  was  and  what 
he  was  doing  after  the  act.  The 
"coital  amnesia"  lasted  30  to  60 
minutes,  and  the  gentleman  re- 
covered completely,  but  couldn't 
remember  making  love.  This  fleet- 
ing amnesia.  Lane  sa^'s,  is  often  as- 
sociated with  migraines,  minor 
strokes  and  epilepsy,  and  can  be 
set  off  by  physical  and  emotional 
stress — such  as,  apparently,  sex. 
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n  my  first  morning  approaching  Aconcagua,  I  unzippedsj^t^*feand  came  face-to-face  with 
my  pack  mule.  Unfortunately,  he  was  dead.  His  eyes  were  frozen  in  a  determined  expression, 
as  if  before  expiring  he  had  finally  made  up  his  mind  to  approach  me  and  ask  for  a  raise.  The 


u~r^         middle  of  wet  ground,  and  sometime  during  the  unseasonably  cold  night  he  had  &mtn  to 
death.  One  look  at  my  dejd^mule  and  I  realized  Aconcagua  was  not  going  to  be  a  walk-up  thS^^ear. 

bven  though  Aconcag6a,'in  the  Argentine  Andes,  is  the  taUest  peak  in  the  Western  Hemisphere  it 
is  usuaUy  also  one  of  the  most  user-friendly  mountains— especiaUy  in  the.early  part  of  the  year  when  the 
weather  is  relatively  temperate.  Tl|8#ee  faces  of  its  22,834-foot  summit  offer  something  for  everyone: 
the  sheer  walls  of  the  South  Face  are  for  experts  only;  the  Pohsh  Glacier  on  the  eastern  side  is  a  good  in- 
terniediate  route;  and  the  Ruta  Normal  that  zigzags  up  the  North  Face  is  essentially  a  scree  stroll  topped 
by  the  notorious  Canaleta,  a  steep  snow  and  ice  ramp  that  twists  to  the  summit 

I  was  in  between  jobs  with  a  month  to  kiU  before  having  to  report  to  my  new  position  in  Paris,  and 
nn  fnr  .  i...ie  adventure  and  exercise  before  returning  to  a  desk  to  gather  moss.  Aconcagua's  Ruta  Normal 
It  the  ticket.  So,  bundhng  some  elementary  cHmbing  gear  together,  I  found  myself  on  a  12- 
,...  .rom  New  York  City's  dreary  winter  to  the  charming  town  of  Mendoza,  with  a  change  of  planes 
^  OS  Aires.  Mendoza,  the  capital  of  Argentina's  wine  country,  was  my  start-off  point  for  Aconcagua, 

i&id  the  last  spot  before  the  mountain  where  one  can  purchase  a  wide  assortment  of  provisions. 

1  stocked  up  on  enough  food  in  Mendoza  to  assure  that  no  matter  how  much  time  1  had  to  climb, 
my  life  at  Plaza  de  Mulas,  the  base  camp  for  the  Ruta  Normal,  would  be  an  all-you-ctin-eat  buffet  My 
gear  and  I  then  took^g^^g^ur  bus  gde  from  Mendoza  to  the  garrison  village  of  Puente  del  Inca  near 
the  Chilean  border.  ■  >f 

Pn.n^.  ^.1  Inca  is  a  speck  of  a  plaJbn  a  high  desert  vaUey  from  where  a  trail  winds  some  13  miles  across 

«r  •  ■     A?  "^  '"^ :  "^Z  ^^''^l  ^  'P^"'  '^^  ^''''  "^ght  camped  outside  the  village,  next  to  the 

Cimetario  Alpinista,   a  wind-sheltermg  mound  on  the  plain  that  serves  as  the  burial  place  for  chmbers 
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By  Finn-Olafjojies 


who  had  met  untimely  ends  on  the  mountain.  This  was  the 
virtualUN  of  cemeteries,  containing  gravestones  engraved 
in  all  the  world's  major  languages.  To  me,  all  of  them 
seemed  to  say  just  one  thing:  DONT  JOIN  US. 

Oh,  the  happy  muleteers  of  Puente  del  Inca!  Today  a 
few  shifty  outfitters  have  created  the  ideal  model  of  con- 
sortium pricing  of  $50  per  day  per  beast.  And  I  ended  up 
with  the  king  muleskinner  of  them  all,  Rudy  Parra. 

"You  will  need  two  mules,"  he  told  me. 

"How  much  can  one  mule  carry?"  I  asked  him. 

"60  kilos,"  he  replied. 

"How  much  do  I  have?" 

"67  kilos." 

I  decided  that  for  what 
he  was  charging  per  mule, 
I  would  carry  the  extra  14 
pounds  myself. 

I  left  Puente  del  Inca  on 
my  second  day  there,  saying 
adieu  to  the  last  green  vegeta- 
tion I  would  see  for  two  weeks. 
After  a  five-hour  trek,  I  cam.e 
upon  a  pleasant  spring  where 
I  set  up  camp.  My  loaded  mule 
and  one  of  Rudy's  muleteers    |-  ^^J-'i^:^ 
met  me  there.  Neither  of  them    ^  • '"       •    '  /"  *^ '  '<4'-^''  ^K ,:'' 
had  much  to  say  to  me,  so  I    '^-.^-       '    ^  '        \   ~  '  -^    * 
spent  the  evening  climbing    »al^-'^'-iv'^..  ..^ 


Top,  the  author,  the  authors  mule,  and  the  authors  re- 
placement mule,  both  avoiding  him  on  the  road  to 
base  camp.  Below,  the  base  camp  itself,  Plaza  de  Mulas, 
a  village  of  both  arrogant  experts  and  idiot  amateurs. 


around  the  nearby  cliffs,  where  I  had  my  first  look  at  Acon- 
cagua's peak.  From  this  southern  perspective,  the  peak 
looked  glorious,  its  upper  glacier  bathed  in  sunlight  long 
after  nightfall  had  enveloped  our  Httle  valley. 
That  night  my  mule  died. 

Luckily,  another  group  going  up  to  Plaza  de  Mulas 
passed  through,  and  my  muleteer  persuaded  their  mule- 
teer to  take  my  gear. 

After  trekking  through  two  spectacular  desert  valleys,  I 
arrived  in  Plaza  de  Mulas,  almost  14,000  air-thinning  feet 

above  sea  level.  The  Plaza  re- 
sembled a  kind  of  Hoover- 
ville,  with  about  three  dozen 
brightly  colored  tents  scat- 
tered around  the  scree  terrain 
at  the  base  of  the  north  side  of 
Aconcagua.  It  reminded  me 
a  lot  of  Everest  Base  Camp, 
where  I'd  been  the  previous 
year:  stark  colors,  stormy 
lighting,  '\zt  penitent es  and  a 
sweeping  glacier  rolhng  off 
the  sheer  walls  at  the  opposite 
end  of  the  valley. 

There  were  other  people  at 
Plaza  de  Mulas  who  were  fa- 
miliar with  Everest  Base  Camp 
as  well.  During  my  four  days 
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there,  I  met  five  climbers  who  had  summited  Everest. 
Aconcagua  is,  in  fact,  one  of  the  "Seven  Summits"  that 
comprise  the  tallest  points  on  each  continent,  so  it's  on 
many  an  ambitious  climber's  itinerary.  Plaza  de  Mulas  was 
also  a  magnet  for  the  world's  eccentrics — hermits,  dream- 
ers, people  getting  off  on  the  thin  air. 

My  favorite  character  was  a  50-plus  Czech-Canadian 
builder  named  George  who  comprised  the  "Canadian 
Seven  Summits  Expedition."  George  was  pure  energy  and 
action — the  man  couldn't  stop  running  around,  shouting 
orders  and  raging  against  the  several  hundred  outdoor- 
gear  companies  that  had  refused  to  sponsor  him: 

"F— ing  Marmont/Patagonia/Black  Diamond/North 
Face/Eddie  Bauer/LL  Bean.  Those  f---ing  bastards  aren't 
going  to  get  a  f— ing  picture  of  me  to  put  in  their  f— -ing 
catalogues  when  I  get  up  that  last  f~-ing  summit." 

I  told  George  that  I'd  just  finished  reading  the  Bass/ 
Wells  book  Seven  Summits,  which  detailed  the  adventures 
of  the  first  fellow  to  cHmb  all  seven  summits  and  which,  in 
fact,  coined  the  term  "Seven  Summits."  George  looked  at 
me  in  alarm  and  asked,  "Do  you  mean  that  someone  else 
has  already  done  this?"  Not  much  of  a  reader,  George. 

I  also  made  friends  with  two  other  soloists  around  my 
age,  an  Australian  derivatives  trader  named  Madison,  who 
was  doing  the  typical  Australian  'round-the-world-in- 
three-years  walkabout,  and  a  South  African  doctor  named 
Paul,  who  had  already  lost  his  two  cHmbing  partners  to  al- 
titude sickness.  Paul  had  what  he  described  as  a  "bomb- 


be  a  walk- 
up  this  year. 

proof  tent  to  withstand  the  Viento  Blanco  up  above,  so 
we  decided  to  set  up  our  next  camp  together. 

In  order  to  acclimatize,  Madison  and  I  strapped  on  our 
crampons  and  roped  together  for  a  spectacular  climb  up 
the  Cerro  glacier,  a  soUd  ice  wall  that  lorded  over  the  op- 
posite end  of  the  valley  from  Aconcagua. 

During  the  next  few  days,  I  sat  in  base  camp  and 
watched  climbers  descend  from  the  mountain.  I  could  see 
from  their  defeated  slouches  and  the  tattered  tents  they 
brought  back  with  them  that  the  harsh  weather  was  taking 
a  heavy  toll.  The  only  two  climbers  I  met  who  had  sum- 
mited had  Verdun-like  thousand-mile  stares  when  de- 
scribing the  conditions  on  top.  I  met  weeping  Australian 
sheep  farmers,  angry  Leicester  students  and  battle-scarred 
Everest  summiteers,  and  all  of  them  told  of  impenetrable 
barriers  near  the  summit:  grueling  nights  at  -40  degrees, 
or  grueling  days  with  Aconcagua's  famous  Viento  Blanco, 
a  regionally  distinctive  loo-plus-mph  wind  that  hits  a'ou 
with  the  same  sound  as  an  approaching  train  and  leaves 
whiteouts  and  flattened  tents  in  its  wake. 

It  was  telling  that  none  of  the  climbers  who  descended 
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The  Canaleta  (below),  where 

Mr.  North  Face  stopped  to  tighten 

a  crampon  and  fell  to  his  death. 


Finally,  one  of  the  men  lifted  a  large  rock  and  began 
hurling  it  repeatedly  against  the  corpse's  stomach.  Still  no 
luck.  Then  the  men  gave  up,  tied  the  body  awkwardly 
across  the  mule's  back,  stiff  as  a  board,  and  started  the  trek 
down.  They  didn't  bother  covering  it. 

After  that,  I  always  kept  the  leash  of 
my  ice  ax  wound  tightly  around  my  wrist 
whenever  I  was  climbing  on  the  ice. 

After  a  few  days'  acclimatization  at 
Plaza  de  Mulas,  Paul,  Madison  and  I 
scrambled  up  to  the  Nido  plateau,  sit- 
uated at  18,000  feet  on  Aconcagua's 
North  shoulder.  The  altitude  got  the 
better  of  Madison,  who,  after  two  days 
of  intermittent  vomiting  and  coughing 
and  two  nights  of  babbUng  delusion. 


to  base  camp  without  summiting  made  another  attempt. 
One  group  was  so  exhausted  that  they'd  abandoned  most 
of  their  precious  gear  on  the  mountain. 

However,  certain  things  did  manage  to  get  brought 
down:  one  night  a  rigid  object  wrapped 
in  clear  plastic  sheeting  appeared  myste- 
riously next  to  my  tent  at  Plaza  de  Mulas. 
I  was  returning  from  having  tea  with  a 
group  of  Alaskans  camped  next  to  me, 
and  I  hardly  gave  the  object  a  second 
glance  as  I  stepped  around  it.  The  next 
morning,  as  I  emerged  from  my  tent,  I 
discovered  that  the  object  was  in  fact  the 
body  of  a  Japanese  climber,  clad  from 
head  to  toe  in  fancy  North  Face  gear. 
Given  my  earlier  campsites  next  to  the 

cemetery  and  the  dead  mule,  I  was  becoming  accustomed      slipped  back  down  to  Plaza  de  Mulas. 
to  death  greeting  me  in  the  morning.  Given  that  the  weather  was  reaching  60  below  every 

The  unfortunate  Japanese  had  been  climbing  a  few  days  night  at  our  next  planned  campsite.  Camp  Berlin,  Paul  and 
earlier  on  the  Canaleta  near  the  summit  when  one  of  his  I  decided  that  we  would  attempt  a  long  summit  day  di- 
crampons  loosened.  He'd  set  aside  his  ice  ax  and  crouched  rectly  from  Nido.  As  the  sun  rose  on  our  second  morning 
over  to  tighten  his  crampon  when  he  lost  his  balance  and  up  there,  we  melted  snow  for  our  breakfast  and  com- 
commenced  a  long  slide  that  left  him  crushed  against  the  menced  our  vertical  one -and-a-half- mile  dash  for  the  top. 
boulders  at  the  bottom  of  the  glacier. 

I  LOOK  FORWARD  TO  .\LTITUDE.  I  THINK  I  AM  ADDICTED  TO 

Every  mountain  has  a  spot  that  cumbers  tend  to  thin  air,  to  the  weird  perspectives,  the  visions,  the  per- 
think  of  as  "The  Place  Where  Everyone  Gets  KiUed."  ceived  mingling  with  spirits,  the  bizarre  self-interviews  as 
Everest  has  the  Ice  Falls,  McKinley  has  the  Latitude  62  one's  diminishing  logic  gropes  with  the  mechanics  of  ei- 
Bar  and  Grill,  and  Aconcagua  has  the  Canaleta.  The  ther  ascending  into  space  or  escaping  back  to  the  Nib- 
stretch  doesn't  demand  that  much  technical  expertise;  usu-  elungen  depths  with  its  treasure  horde  of  oxygen.  At  a 
ally  crampons  and  an  ice  ax  are  all  that  are  required  to  scale  certain  altitude,  the  mind  carries  on  an  interesting  self-in- 
it.  But  approaching  it  at  20,000  feet  during  an  exhausting  terrogation:  "Am  I  still  sane?  Can  I  still  make  a  rational 
summiting  day,  people  get  careless.  Slipping  here  without  cHmb  or  descend  decision?  Is  that  my  sixth-grade  math 
the  means  of  self-arrest  is  often  a  fatal  mistake.  Mr.  North  teacher  over  there  in  a  tuxedo  wrestling  a  giant  ostrich?" 
Face  was  but  one  of  the  many  climbers  who  met  their  end  I  hit  that  point  at  around  20,000  feet.  I  was  mining  what 
on  the  Canaleta.  I  thought  were  my  last  reserves  of  energ)^when  I  passed  be- 
Later  that  afternoon,  four  men  came  to  carry  the  body  tween  two  boulders  shortly  before  the  high  traverse  that 
back  down  on  a  mule.  It  was  too  stiff  to  fit  comfortably  on  led  to  the  Canaleta.  Those  two  boulders  literally  formed  the 
the  mule's  back,  so  the  men  got  ahold  of  it  at  each  end  and  gateway  to  another  world.  No  sooner  had  I  passed  through 
unsuccessfully  attempted  to  bend  it.  when  all  perspective  changed,  and  I  was  in  another  realm. 
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I  had  hoped  that  my  head  would  rage  with  profundity. 
Opera.  Poetry.  But  alas,  for  the  rest  of  the  day  my  brain  in- 
sisted on  playing  over  and  over  a  particularly  irritating  song 
from  "Sesame  Street." 

"Rubber  Ducky,  you're  the  one."  (Inhale.  Step.) 
"You  make  bathtime  so  much  fim."  (Inhale.  Step.) 
"Rubber  Ducky,  I'm  so  in  love  with  you."  (Inhale.  Step.) 
Next  time  I'm  bringing  a  Walkman. 
We  reached  the  Canaleta  at  four  p.m. 
The  weather  was  clear.  We  started  mak- 
ing good  progress  up  the  glacier.  The 
Canaleta  seemed  like  a  giant  spider  web 
of  ice,  stretched  against  rock  buttresses 
and  the  abyss,  on  which  I  could  move 
vertically  and  laterally  on  Zen-like 
threads  to  heaven.  Soon  the  surrounding 
peaks  fell  away  and  we  were  within  sight 
of  the  summit.  We  had  700  feet  to  go  at 
the  most.  I  was  exhausted,  but  I  knew  I 
was  going  to  make  it.  I  glanced  behind  at 
Paul  and  was  shocked  to  see  him  hob- 


Above,  the  author  approaching 

the  camp  at  Nido,  situated  at 

18,000 feet.  Below,  Camp  Berlin, 

where  climbers  check  their  sanity. 


my  descent  to  Nido  while  hauHng  Paul.  It  was  almost  dark 
when  we  reached  camp.  I  was  so  cold  that  I  didn't  even 
start  shaking  until  long  after  I  had  zipped  myself  into  my 
sleeping  bag. 

Two  rest  days  later,  we  moved  the  tent  up  another 
2,000  feet  to  Camp  Berlin,  an  icy  exposed  plateau  about 
the  size  of  a  tennis  court  with  a  couple  of  tiny  ruined 
wooden  shelters. 

At  Camp  Berlin,  I  met  my  old  pal, 
Seven  Summits  George.  He  and  a  porter 
had  clamored  up  with  a  bewildering 
array  of  gear,  including  solar  panels,  a 
small  gasoline-driven  generator  and 
even  a  satellite-linked  telephone.  He 
now  possessed  the  world's  highest  phone 
link.  At  $20  a  minute,  it  was  probably 
also  the  most  expensive.  Nevertheless, 
George  spent  hours  every  day  phoning 
his  pals  around  the  world  and  excoriat- 
ing the  usual  array  of  companies  that  re- 
fused to  sponsor  him. 


bling  up  with  one  crampon  undone.  He  babbled  mcoher-  I  don't  think  George  paid  much  attention  to  more 

ently  in  an  altitude-induced  delirium.  This  was  the  exact  mundane,  low-tech  equipment.  Like  maps.  When  I  told 

spot  where  the  Japanese  climber  had  slipped.  him  about  our  adventures  on  the  Canaleta,  George  looked 

"Don't  move  an  inch,"  I  yelled  to  him.  I  crept  over  and  at  me  in  bewilderment  and  asked,  "What  the  heU  is  the 

found  that  his  crampon  straps  were  so  frozen  they  could  Canaleta?"  Amazing.  The  Canaleta  is  the  most  prominent 

not  be  properly  attached  to  his  boot  again.  If  he  continued  feature  on  the  whole  mountain.  His  asking  me  that  would 

to  move  unsupported,  he  would  soon  slip  and  join  the  be  like  a  Scandinavian  asking,  "What  are  taxes?"  or  a 

Cimetario  Alpinista.  Frenchman  asking,  'What  are  strikes?"  But  George  had 

Gingerly,  I  grabbed  him  under  his  left  arm  and  told  him  made  it  up  there.  And  he  was  determined  to  go  all  the  way 

to  start  descending  exactly  in  sync  with  me.  once  the  weather  cleared. 

"Left  foot.  Right  foot.  Left  foot.  Right  foot."  Just  Hke  That  night  in  Berhn  was  by  far  the  coldest,  windiest 

that.  All  the  way  down  to  Nido.  He  slipped  a  few  times,  night  I  have  ever  endured.  The  sound  of  the  "bomb-proof 

and  once  managed  to  drag  me  with  him  until  I  self-ar-  tent's  tightly  anchored  outer  sheet  flapping  wildly  in  the 

rested  with  the  ice  ax.  This  was  a  thoroughly  bad  way  of  wind  kept  me  awake  until  dawn.  The  wind  was  tearing 

descending,  and  for  future  reference  I  recommend  killing  apart  everything  on  the  surface  of  Berhn. 
anyone  before  letting  them  do  this  to  you.  "This  is  the  last  day  I'm  going  to  spend  up  here,"  I  an- 

I  have  run  marathons.  I  have  pulled  all-nighters.  I  have  nounced  the  next  morning.  "But  first  I'm  going  to  get  as 

shared  bedrooms  with  siblings.  No  experience  in  my  en-  far  up  to  the  summit  as  I  can."  I  wasn't  expecting  to  get 

tire  life  has  ever  instilled  the  same  sens,  of  exhaustion  as  very  far  in  these  stormy  conditions.  But  I  wanted  to  try. 
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I  put  on  my  gear,  strapped  on  my  crampons,  pocketed 
my  few  remaining  candy  bars  and  headed  into  the  white- 
out.  I  was  reluctant  to  share  another  save-or-summit  mo- 
ment with  Paul,  and  to  my  relief  he  didn't  accompany  me. 

The  wind  hit  me  like  a  brick  wall  for  the  next  hour  until 
I  had  climbed  around  to  the  other  side  of  the  mountain 
ridge.  Then  it  abruptly  ceased.  At 
that  point  I  was  prepared  to  turn 
around  and  descend  at  the  slightest 
menace  in  the  weather,  but  there 
was  no  longer  any  need.  Soon  I  had 
passed  through  the  two  boulders  that 
had  previously  been  my  gate  to  high- 
altitude  intoxication.  This  time  I  felt 
well  within  my  senses. 

I  crossed  over  the  sno^vy  ridge  that 
forms  the  shoulder  of  the  summit 
massif,  and  completed  the  exhaust 
ing  high  traverse  to  the  Canaleta.  I 
hadn't  seen  a  soul  since  leaving  Ber- 


Above,  the  summit,  nearer  my  God  to  Thee. 
Below,  an  attempt  at  a  big  thumbs-up. 
Paul  would  probably  lose  some  fingers. 


Paul's  zombie-like  arrival  into  camp  with  his  ice  ax 
hanging  limply  from  his  wrists  quickly  decided  things: 
"Something  bad  has  happened  to  my  hands,"  he  said  as  he 
took  off  his  gloves. 

Gloves!  At  this  altitude  and  in  this  kind  of  weather, 
mortals  need  double  m.itts.  The  three  outer  fmgers  on  each 

hand  were  colored  gray  to  black. 

His  right  pinkie  and  ring  finger  had 
already  begun  to  swell  grotesquely. 
Severe  frostbite  had  set  in.  We  were 
not  going  anywhere  that  night. 

I  patched  up  the  ruined  bivouac 
hut  with  the  tattered  tent,  our  ther- 
mal mattresses  and  knapsacks.  I 
melted  snow  for  hot  drinking  water 
and  we  huddled  in  our  sleeping  bags 
in  the  darkness.  We  were  both  so  ex- 
hausted that  we  soon  fell  asleep  with 
the  wind  howHng  around  us. 

At  dawn  we  plodded  down  the 


lin.  The  weather  had  apparendy  kept  everyone  in  their  tents  mountain.  We  were  starved,  tired  and  freezing,  but  the  re- 

that  day.  But  at  the  base  of  the  Canaleta  I  turned  around  Uef  of  descending  and  the  unmistakable  feeling  of  victory 

and  saw  that  Paul  was  now  about  an  hour  behind  me.  at  the  summit  kept  us  energized  for  the  rest  of  the  descent 

I  continued  hacking  my  way  up  the  Canaleta  to  the  to  Plaza  de  Mulas. 
point  where  it  petered  out  against  the  craggy  summit  ridge.  Our  timing  had  been  lucky.  Looking  up  during  the  de- 
I  clamored  onto  the  ridge  and  traversed  below  the  snow  scent,  we  saw  that  the  long  white  plume  had  reappeared  on 
cornices  overhanging  the  lo, coo-toot  precipice  on  Aeon-  the  summit;  no  one  would  be  going  up  there  again  for  a 
cagua's  South  Face.  I  spiraled  up  a  narrow  rocky  tower  and  while.  The  lull  in  the  storm  had  been  a  gift, 
suddenly  found  myself  on  the  summit  platform,  a  surpris-  At  Plaza  de  Mulas,  I  located  my  last  crate  of  food.  Paul 
ingly  flat  area  about  the  size  of  a  swimming  pool.  lumbered  off  to  fmd  a  medic  to  wash  and  bandage  his  in- 
Dominating  the  scene  was  a  cross  made  of  two  alu-  fected  fmgers.  I'd  eaten  nothing  but  a  few  candy  bars  for 
minum  I-beams.  The  surrounding  mountaintops  were  the  past  two  days  and  my  clothes  had  a  markedly  loose  fit. 
shining  hazily  through  light  clouds  below  me.  I  hung  around  Plaza  de  Mulas  for  two  davs  before  de- 
It  was  getting  colder,  and  I  hurriedly  snapped  some  scending  to  Puente  del  Inca.The  last  night,  I  gathered  with 
photos,  yelled  banal  victory  whoops  into  the  void  and  some  ofmy  base-camp  acquaintances  for  a  farewell  dinner, 
waved  at  Paul,  who  was  coming  into  sight  on  the  Canaleta  Paul  kept  clanking  his  mug  of  tea  against  mine, 
below.  Then  I  started  a  rapid  descent  from  the  summit,  "We  did  it.  We  made  it,"  he  kept  repeating, 
as  I  was  eager  to  lose  altitude  as  quickly  as  possible  while  it  "We  sure  did,"  I  said  with  forlorn  cheerfulness,  eyeing 
was  still  light  and  I  still  had  water  in  my  canteen.  his  bandaged  hands.  The  camp  medic  said  Paul  stood  a 
Paul  and  I  passed  each  other  on  the  cornice  traverse  and  good  chance  of  losing  at  least  one  finger  and  possibly  three, 
agreed  to  meet  back  at  Camp  Berlin.  And  what  did  I  get  out  of  it?  I  got  enough  exercise,  high- 
Once  I  had  clamored  back  to  camp,  however,  I  found  altitude  scenery  and  wondertlilly  foolish  adventure  to  last 
that  the  bomb-proof  tent  had  been  shredded  to  ribbons  by  me  another  year  behind  a  desk.  • 

wind.  We  now  had  two  lousy  choices:  bivouacking  in  the      

shelter  or  descending  to  Plaza  de  Mulas  in  darkness.  This  w  Fi  n  n  -  O  L  af  ]  on  y.s'  first  article  for  YY\. 
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Ate  Here 

One  advantage  to  35  years  as  The  New  York  Times' 
most-traveled  correspondent  is  that  you  eat  very 
well  indeed,  illustrations  by  steve  carver 

he  late  Waverley  Root,  gourmand  extraordinaire,  once  set  himself  the  task  of 
listing,  in  order  of  merit,  his  196  favorite  Paris  restaurants  from  a  universe  of 
13,000  or  so.  A  very  rash  enterprise,  he  conceded.  I  guess  so;  he  listed  Garin  first, 
and  not  long  afterwards  the  chef  closed  the  place,  moved  to  the  South  of  France 
and  then  burned  his  new  restaurant  down  with  himself  inside  it. 

My  task  is  even  harder — naming  my  35  favorite  restaurants  in  Europe.  But 
after  35  heedless  years  of  tucking  in  my  napkin  at  tables  all  across  the  continent, 
in  every  country  on  the  map  except  Albania  (which  plays  in  the  gastronomic 
bush  leagues,  anyway),  after  throwing  caution  to  the  wind  in  countless  bistros, 
brasseries,  trattorias  and  temples  of  haute  cuisine,  why  change  now? 

So  here  goes,  with  a  fervent  prayer  that  I  bring  bad  luck  to  none  of  the  chefs 
involved  here,  some  of  them  friends.  I  have  tried  to  include  as  many  countries 
as  I  could,  in  good  conscience,  but  I  have  omitted  Robuchon  in  Paris  and 
Girardet  in  Crissier,  Switzerland,  because  their  tm'inent  pat ro /is  have  retired. 
You  will  no  doubt  notice  biases  in  favor  of  seafood  and  burly  wine  lists. 
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They  say  Emperor  Franz  Jose 

ate  tafelspitz- — ^boiled 
beef  in  bouillon — every  day. 


AUSTRIA 

The  food  at  Altwienerhof  may  march  a  half-step  behind 
that  of  the  celebrated  Steirereck,  but  Rudolf  Kellner  and 
his  son,  Klaus,  cook  with  a  deft  touch;  Rudolfs  wife,  Ursula, 
greets  clients  with  exuberant  good  humor;  and  the  clarets 
and  burgundies  in  central  Europe's  finest  cellar  are  bliss. 
Last  Christmas,  in  the  gently  formal  dining  room,  we  ate 
a  perfect  roast  goose — crisp  outside,  juicy  inside,  mirac- 
ulously unfatty — preceded  by  lobster  medallions  with 
cardamom  and  lemon  grass.  Garden  terrace  in  summer. 
Herklotzgasse  6,  Vienna,  4j-i-8g2-6ooo. 

They  say  in  Austria  that  the  Emperor  Franz  Josef  ate 
tafelspitz  for  lunch  every  day.  A  visit  to  Plachutta  will 
show  you  why.  This  street-corner  spot  in  the  center  of 
town,  trimly  outfitted  in  yeUow  and  forest  green,  special- 
izes in  Vienna's  beloved  boiled  beef,  lean  and  succulent, 
served  in  its  own  bouillon,  with  two  condiments  on  the 
side:  applesauce  mixed  with  horseradish  and  a  chive  cream 
sauce.  Several  cuts  are  available  (there  is  a  butcher's  dia- 
gram in  the  menu),  and  you  can  order  a  three-cut  sampler 
if  you  like.  Wollzeile  j8,  Vienna,  4j-i-p2-i^'/y. 

BELGIUM 

Ck>mme  Chez  Soi  approaches  perfection,  because  Pierre 
Wynants  never,  ever  stops  trying.  A  few  years  ago,  he  in- 
stalled a  glorious  interior  of  caramel-colored  mahogany  in 
the  style  of  the  great  Art  Nouveau  pioneer  Victor  Horta 
in  his  homely  little  building.  More  recently,  he  has  been 
trying  dozens  of  combinations  of  coffee  beans  and  espresso 
machines  in  search  of  the  ideal  combination.  My  wife, 
Betsey,  remembers  a  zephyr-light  sea  urchin  soup  a  decade 
after  eating  it;  I  remember  great  autumnal  game  dishes, 
especially  hare.  Place  Rouppe  2j,  Brussels,  j2-2-^i2-2g2i. 

1  ou  climb  a  few  stairs  from  the  square  known  as  the 
Grand  Sablon  (antique  stalls  on  weekends)  to  fmd 
L'Ef  -lUer  du  Palais  Royal,  where  every  table  and  every 
place  at  the  bar  is  filled  twice  every  day.  The  menu  lists  the 
briny  oysters  from  Zeeland  in  season  and  the  tiny  North 
Sea  ;')lc  {^' solettes")  found  only  in  Belgium  and  the 
Nether' a nds.  But  there  are  also  more  elaborate  dishes,  no 


less  delicious,  such  as  brill  with  sorrel  and  pot-au-feu  of : 
lobster  and  sea  bass  in  a  celery-inftised  broth.  Exceptional 
white  wines.  Rue  Bodenbroek  i8,  Brussels,  j2-2-^i2-8j^i. 

Roger  Souvereyns  knows  food,  of  course,  but  he  also 
knows  flowers,  antiques  and  baroque  painting,  as  evi- 
denced by  his  conversion  of  an  18th-century  farmhouse 
called  Scholteshof ,  a  flatlands  beauty  in  rosy  brick  (laid 
in  Flemish  bond,  of  course),  into  a  sumptuously  cosseting 
hotel.  In  the  kitchen,  supplied  in  part  by  his  own  vines, 
kitchen  garden  and  orchard,  he  produces  "flavor  fireworks," 
as  Gault-Millau  says  in  a  rare  understatement.  Try  the 
stuffed  partridge  in  a  salt  crust  or  the  napoleon  of  morels 
and  potatoes.  Kermtstraat  ijo,  Stevoort,  j2-ii-2^o-202. 

DENMARK 

On  my  first  visit  to  Copenhagen,  barely  out  of  my  teens, 
I  ate  at  Oskar  Davidsen's  castlelike  restaurant,  where  the 
list  o{ smorrebrod,  or  open-faced  sandwiches,  was  two  feet 
long.  There  I  learned  the  hard  way  about  the  knee-buck- 
ling Danish  firewater  called  aquavit,  but  that's  another 
story.  Ida  Davidsen,  Oskar's  great-granddaughter,  serves 
178  kinds  of  sandwiches  at  lunch,  weekdays  only,  in  her 
cafe — tiny  shrimps  on  white,  pickled  herring  with  onion 
rings  on  rye,  liver  paste  with  bacon  and  sauteed  mush- 
rooms. Store  Kongensgade  JO,  Copenhagen,  4S~339^~3^5S- 

ENGLAND 

When  Richard  Rogers,  architect  of  the  Beaubourg  in  Paris, 
set  up  his  studios  on  the  Thames,  far  from  good  restau- 
rants, he  asked  his  American  wife,  Ruth,  to  start  a  canteen 
for  him  and  his  coworkers.  It  has  grown  into  the  sleek 
glass-and-chrome  retreat  known  as  the  River  Cafe,  where 
she  and  Rose  Gray  make  virfjoso  use  of  the  chargrill  and 
wood-burning  oven.  Italian  wines  accompany  Italianate 
dishes  like  squid  with  chiles  and  a  spiedino  of  monkfish 
and  scallops  on  a  rosemary  twig.  Brilliant  salads.  Rainville 
Road,  London  W6,  44-i'/i-j8i-8824. 

It  all  seems  so  easy  at  Le  Caprice  (except  when  you  try 
to  book  a  table):  food  to  fit  the  moment,  whether  Sunday 
brunch  or  weekday  lunch  or  supper  after  the  theater;  res- 
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olutely  unsnooty  service;  chic  crowd;  excellent,  sensibly  success.  No  Siberia  here;  when  Parisians  began  describing 

priced  wines;  usefiil  location,  tucked  behind  the  Ritz.  The  one  dining  room  as  better  than  the  other,  M.  Vrinat  rear- 

everchanging  menu  ranges  high  and  low,  touching  on  ranged  the  seating  plan.  No  flowery  menu  language,  ei- 

mixed  Asian  hors  d'oeuvres,  calf  s  liver,  chopped  steak,  ther;  "pigeon  roasted  like  woodcock,"  it  says  simply,  or 

salmon  fish  cakes  and  sauteed  foie  gras  with  Sauternes.  "poached  lobster  sausage."  But  the  dishes  are  refined  and 

The  pommes  allumettes  (skinny  French  fries)  are  knock-  deUcious,  and  the  encyclopedic  wine  list  is  thrilling,  /j  rue 

outs.  Arlington  Street,  London  SfVi,  44-iyi-62^-22jp.  Lamennais,  Paris  8,  ;^-i-44%-i^oi. 

Paul  and  Kay  Henderson,  a  pair  of  Purdue  graduates.  For  years,  my  favorite  Paris  bistro  was  Allard,  a  Left 

run  England's  best  country-house  hotel,  an  isolated  Bank  place  of  Burgundian  inspiration,  with  the  best  cu- 

mock-Tudor  spread,  filled  with  flowers  and  good  furni-  cumber  salad  and  boeufa  la  mode  (beef  stew  with  carrots) 

ture,  within  Dartmoor.  Kay  was  the  first  cook;  Paul  has  in  Christendom.  But  the  deaths  of  Andre  Allard,  who 

built  a  world-class  cellar,  emphasizing  California  and  Italy  bottied  his  carefully  chosen  Beaujolais  and  Sancerre  in  the 

as  well  as  France.  Michael  Caines  presides  at  the  ranges  bistro's  cellar,  and  of  Fernande,  his  wife  and  chef,  have 


now,  turning  out  fine  fish  and  fowl 
dishes  and  desserts  like  prune  and 
Armagnac  souffle.  I  had  my  50th 
birthday  dinner,  with  six  1934 
wines,  at  Gidleigh  Park.  What 
more  can  a  man  say?  Chagford, 
Devon,  44-i64'/-4j2-j6y. 

His  programs  about  fish  and 
shellfish  have  made  Rick  Stein  a 
television  star,  which  says  a  lot 
about  how  seriously  Britain  takes 
its  food  in  1997.  But  The  Seafood 
Restaurant,  in  a  remote,  plug- 
ugly  Cornwall  fishing  village,  first 
made  his  name.  It's  well  worth  the 
long  drive  for  Jill  Stein's  shyly 
charming  welcome,  the  jolly  am- 
bience and  Rick's  simple,  careful 
treatment  of  breathtakingly  fresh 
gifts  from  the  sea — e.g.,  fish  soup 
with  rouiUe,  turbot  with  bear- 
naise  sauce  and  grilled  Dover  sole 
with  lime.  Riverside,  Padstow, 
Cornwall,  44-1841-^2-48^. 

The  Manoir  aux  Quat'Saisons 
can  be  punishingly  costly,  espe- 
cially if  you  overspend  on  wines 
and  digestifs.  But  Raymond  Blanc, 


TIB  lEAFOOD  RISTAURANT 
Cornwall 

Fish  Soup  with  Rouille 

• 

Turbot  with 

B^ARNAisE  Sauce 

• 

Grilled  Dover  Sole 
WITH  Lime 


stolen  its  soul.  In  terms  of 
food,  wine  and  service, 
Benoit  is  the  Right  Bank 
Allard — fancier,  costher,  but 
just  as  honest — and  now  I 
go  there  for  my  stew  and  my 
Beaujo.  20  rue  St. -Martin, 
Paris  4,  ^-i-42'/2-2S76. 

Letters  are  falling  off  the 
sign  at  Chez  L'Ami  Louis, 
the  walls  haven't  been  paint- 
ed for  20  years  (30?  40?)  and 
you  go  down  a  claustropho- 
bic stair  to  get  to  the  toilet. 
This  is  the  real  Vieux  Paris. 
But  the  mammoth  cote  de 

i  boeuf2iV\d  the  gigot  with  its 
crackling  skin  taste  just  as 

*  good  as  they  did  when  the 
late  Antoine  Mangin  was 
roasting  them  in  the  swelter- 
ing little  kitchen,  and  so  do 
the  unctuous  foie  gras  and 
the  garUcky  potato  cake  that 
goes  with  the  meats.  Louis 
the  waiter  will  advise  you  on 
the  wines.  j2  rue  du  Vertbois, 
Paris  J,  ^-1-4887-7748. 


the  tiny,  high-strung,  self-taught  chef/patron,  is  a  wizard  More  than  three  decades  ago  at  Troisgros,  a  former 

who  turns  humble  ingredients  into  masterworks.  A  case  in  station  hotel  in  the  little  town  of  Roanne,  near  Lyons, 

point:  his  inspired  handling  of  offal  (utility  meats  to  us  Papajean-Baptiste  gave  me  some  Bonnes  Mares  to  taste, 

Yanks),  which  is  unmatched  in  my  experience.  Add  a  Jean  taught  me  about  cognac  and  Pierre  showed  me 

house  of  golden  Cotswold  stone,  gardens,  a  conservatory  how  to  chop  vegetables.  Pierre  is  still  at  it,  helped  by  his 

and    the    front-of-the-house    ministrations    of  Alain  son,  Michel.  Three  stars  still  decorate  the  family  ban- 

Desenclos,  and  you  understand  where  the  dough  goes.  ner.  The  service  is  still  kindhearted,  the  burgundies  still 


Great  Milton,  Oxfordshire,  44-1844-278-881. 

FRANCE 

I  consider  Taillevent  the  best-run  restaurant  in  the  world. 
The  reason  is  Jean-Claude  Vrinat,  the  owner,  who  inher- 


awesome.  And  new  dishes  (tempura-fried  frogs'  legs 
with  ginger)  are  as  brilliantly  cooked  as  the  old  favorites 
(the  famous  salmon  with  sorrel).  Place  Jean  Troisgros, 
Roanne,  ^^-4-7771-66^7. 

The  least-known  great  wines  of  France  come  from 
Alsace,  which  also  has  France's  least-known  cluster  of 


ited  it  from  his  father.  The  result  is  51  years  of  unbroken     great  restaurants.  My  own  favorite  is  the  Auberge  de  I'lll. 
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Theyire  gradually  learning  to 
cook  again  in  Eastern  Europe. 


ALFREDO-GRAND  SAN  BERNARDO 
Milan 


There,  along  a  tributary  ot  the  Rhine  beneath  huge  weep- 
ing willows,  three-star  rigor  is  warmed  by  family  tradition. 
Put  yourselves  in  the  hands  of  Jean-Pierre  Haeberlin, 
the  elfin  maitre  d'hotel,  who  might  recommend  the 
mallard  duck  or  the  deHcate 
pike-perch,  cooked  by  his  bro- 
ther and  nephew.  Many  of  the 
water-colors  on  the  walls  are 
his.  Rue  Collonges,  Illhaeusern, 
jj-j-Sgyi-Sgoo. 

Although  it  took  Michelin 
years  to  figure  it  out,  everyone 
on  the  Cote  d'Azur  knows  that 
the  Sordello  brothers  get  up 
the  earliest  and  pay  the  most 
for  the  freshest,  brightest-eyed, 
sweetest-smelhng  fish  in  the 
(Mediterranean)  sea.  They  run 
Restaurant  de  Bacon  in  Cap 
d'Antibes.  Go  there,  take  a 
seat  in  the  agreeably  plain 
dining  room,  gaze  out  at  the 
Bay  of  Angels,  sip  a  glass  of 
the  bracing  house  white,  order 
grilled  red  mullet  or  sea  bass 
with  fennel  or  the  best  bouill- 
abaise  on  earth  and  count  your 
blessings.  Boulevard  de  Bacon, 
Cap  d'Antibes,  jj-4-pj6i-^oo2. 


Germany.  In  winter,  I  hke  Paffgen  best.  An  ancient 
Cologne  brasserie,  with  worn  wooden  tables  and  waiters 
in  blue  aprons,  it  serves  the  distinctive  local  brew,  kolsch, 
in  slim  cyUndrical  glasses.  The  food  is  hearty:  hamchen 

(pork  knuckle  with  sauerkraut), 
sauerbraten  (pickled  beef)  and 
reibekuchen  (potato  cakes).  Half 
the  clients  look  Hke  Konrad 
Adenauer.  Friesenstrasse  64-66, 
Cologne,  4(^-221-1^^461. 


osso  buco  with 
Saffron  Risotto 

Breaded  Veal  Cutlet 

• 

Vanilla  Souffle 
with  Chocolate  Sauce 


GERMANY 

Too  few  Americans  visit  the  Bavarian  Alps,  missing 
scenery  as  stupendous  as  Switzerland's  as  well  as  the  daz- 
zling rococo  church  at  Wies  and  Kandinsky's  country- 
house  at  Murnau,  where  he  painted  the  furniture  and 
staircase.  There's  good  grub  to  be  had  here,  too;  Residenz 
Heinz  Winkler,  who  once  cooked  at  Tantris  in  Munich, 
now  explores  the  frontiers  of  a  Hghter  German  cooking 
(Bresse  pigeon,  sea  bass  with  tarragon)  at  his  own  place  in 
an  unforgettable  setting  at  the  foot  of  the  mountains  near 
the  Chiemsee.  Great  wines,  sweet  service.  /  Kirchplatz, 
Aschau  im  Chiemgau,  4g-8o^2-i'/ggo. 

Think  Germany,  think  beer.  In  sumi  ler,  my  favorite 
place  to  drink  it  is  outdoors  at  the  Chiiese  Tower  in 
Munich's  English  Garden,  but  summers  are  short  in 


HUNGARY 

They're  gradually  learning  to 
cook  again  in  Eastern  Europe — 
one  of  the  more  delightflil  if  less 
earth-shaking  results  of  Com- 
munism's collapse.  Hungary  has 
the  richest,  most  varied  cuisine  in 
the  region,  and  the  New  York 
restaurateur  George  Lang,  author 
of  a  learned  but  lively  Hungarian 
cookbook,  has  led  its  renaissance. 
His  sho\vplace  is  Gundel,  but  like 
many  Budapest  trenchermen, 
I  prefer  its  Httle  sister,  Bagoly- 
var,  where  an  aU-female  brigade 
cooks  dishes  like  Szekely  goulash, 
an  amalgam  of  veal,  sauerkraut 
and  sour  cream.  Allatkerti  Utca  2, 
Budapest,  J6-1-3S1-639S. 


IRELAND 

When  our  children  were  very  young,  they  voted  Ivan  and 
Myrtle  Allen's  Ballymaloe  House  their  favorite  place. 
They  especially  liked  the  approachabilit)'  of  the  food,  the 
comfortable  old  couches  in  the  parlor,  the  dogs,  the  lit- 
tle pier  at  the  foot  of  the  garden  and  the  appealingly 
worn  house  itself. 

Me,  too.  Ballvmaloe  House  is  real  countrv-house  liv- 
ing,  not  some  London  interior  decorator's  fantas}'  thereof. 
Mrs.  Allen's  bistro  in  Paris,  which  wowed  the  French, 
could  not  beat  this:  fish  fresh  off  the  Ballycotton  boats, 
quail,  lamb  and  wonderful  Irish  cheeses.  Shanagarry,  near 
Cork,  3S3-21-652S31. 
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,  Latin 

Amencaa 

Giving  You  More  Of  Latin  America  Than  Any  Other  Airline. 


No  one  brings  the  U.S.  and  Latin 
America  together  like  American  Airlines. 
From  Chicago,  Dallas  Fort  Worth, 
Los  Angeles,  Miami  and  New  York, 
American  offers  more  nonstop  senice 
to  Latin  America  than  any  other  airline. 
And  our  commitment  to  growth  con- 
tinues. In  December  1997,  American  will 
introduce  new  senice  to  Porto  Alegre, 
Brazil,  and  Puebla,  Mexico, 


34  Cities.  18  Countries. 

Buenos  .Wks.  Argentina 

San  I'etlro  Siila, 

Ik'hze  Cin'.  Belize 

Ilontlura.s 

l.i  I'.i/.  Bolivia 

regiKig.ilpa,  liondu^.^.^ 

Sania  Cniz,  Boii\  la 

Aeapulco,  .Mexico 

Belo  Horizonte,  Brazil 

("ancun,  .Mexicx) 

I'ono  .\legre,  Brazil' 

Guadalajara.  Mexico 

Rio  lie  I.meiro,  Brazil 

Leiin,  .Mexico 

Sao  I'aulo,  Br.izil 

Lo,s  Cabos,  .Mexico 

S.inli.igo,  Chile 

.Mexico  C\[\.  Mexico 

Barr.nuiuilla,  ("iiloniliia 

.MonteiTew  Mexico 

Bogota,  Colombia 

I'uebla,  .Mexico' 

Call,  Colombia 

Puerto  \allana,  Mexico 

San  |o.se,  Co,sta  Rica 

.Managua,  Nic;iragua 

Guayaiiuil.  I'ciiador 

Panama  Cit\-.  Panama 

Qiiiio,  l-cuador 

.■K.suncion.  l'ai-agiia\- 

San  Sahador. 

Lima,  Peai 

Kl  Sahador 

Caraca.s,  \enezuela 

Ciuatemala  Ciry, 

Montevideo. 

C.viatemala 

t'nigua\- 

.\s  always,  .\.-\d\antage'  tra\el  awards 
program  members  earn  mileage  credit 
toward  upgrades  and  tra\el  \\here\er 
American  flies  woddwide.  So.  whether 
\-ou'iie  heading  to  Aeapulco  for  die  beach 
or  Ikienos  .\ires  on  business,  call  your  Thnel 
Agent  or  Americxin  at  l-8(K)-433-"3(X).  or 
\  isit  us  on  tlie  w  eb  at  www.;imeric".ui;iir.com 

\\here\er  you  need  to  be  in  Latin 
.\merica,  .\merican  is  there. 


AmericanAirlines 

Something  special  to  Latin  America® 

American  Airlines  .ind  A.\il\'.intage  are  reci.stered  tradem.iik.s  of  .\mci ic.in  .\irline.s.  Inc.  American  .Mrline.s  reser\'e.s  the  right  to  change  A.\d\'antage  program  niie.s. 
regulations,  traxel  .iwaixls  and  special  offers  at  any  time  without  notice,  and  to  end  the  A.\dvantage  program  with  six  months  notice.  .V.Vdx ant.ige  travel  awards, 
mile.ige  .iccrual  and  special  offers  are  svibject  to  goxernmeiu  regulations.  'New  service  begins  December  WT  subject  to  goxernment  appmwir 


ITALY 


fords  panoramic  views.  Via  Madonnina  88,  Montefollonico, 

Some  dishes  are  so  bastardized  through  sloppy  cooking  The  Amalfi  peninsula  southeast  of  Naples  is  best 
that  you  wonder  why  they  ever  became  part  of  "conti-  known  for  its  vertiginous  scenic  highway,  but  it  also  grows 
nental  cuisine"  in  the  first  place.  Such  is  the  case  with  two  some  of  the  world's  most  succulent  fruits  and  vegetables, 
classic  Milanese  specialties,  osso  buco  with  saffron  At  Don  Alfonso  1890,  the  local  San  Marzano  tomatoes, 
risotto  and  breaded  veal  cutlet.  At  Alfredo-Grand  San  Italy's  best,  go  into  an  ethereal  pasta  sauce;  local  wild  gar- 
Bernardo,  an  amiable  trattoria  out  past  the  Sforza  Castle,  lie  provides  a  foil  for  a  spun-gold  mixture  offender  fried 
they  are  a  revelation:  home  cooking  gone  to  heaven,  fish,  and  local,  uniquely  sweet  lemons  perfume  a  sorbet. 
Great  Piedmontese  wines,  too,  and  yet  another  feature:  Add  the  NeapoHtan  sunshine,  wines  from  Gaja,  Maculan 
sensational  vanilla  souffle  with  chocolate  sauce,  as  light  and  Schiopetto,  and  you're  approaching  Nirvana.  Piazza 


as  the  bill.  Via  Borghesei4,  Milan, 

39-^-33^-90°^- 

Harry    Cipriani    looms    as 

large  in  the  Venetian  landscape 
as  San  Giorgio  Maggiore  or  the 
Dogana.  Harry's  Bar  (Hke  him, 
named  by  his  father  after  an 
American  benefactor)  has  pros- 
pered while  other  deluxe  water- 
ing holes  of  the  '50s  and  '60s 
have  dried  up.  Stupendous  mar- 
tinis, delicious  Bellinis  (cham- 
pagne and  peach  nectar),  good 
house  wines  served  in  pitchers 
(Venegazzu  and  Soave),  risot- 
tos, noodle  dishes,  liver,  scam- 
pi— the  formula  changes  little, 
and  the  welcome  is  as  warm  for 
nobodies  as  for  Somebodies. 
Calle  Vallaresso  ij2j,  Venice,  jg- 

Cibreo  in  Florence  is  a  re- 
cent discovery,  which  we  owe 
to  our  friend  Faith  Willinger, 
the  food  writer.  Fabio  Picchi  is 
a  guardian  of  Tuscan  gastro- 
nomic tradition,  which  is  as 
terse  and  understated  as  the 


EL  PESCADOR 
Madrid 


Merluza 
(hake) 

• 

Percebes 
(barnacles) 

• 

Gambas  a  la  Plancha 
(grilled  shrimp) 


Sant'Agata,  SanfAgata  11,  sui 
due  Golfi,  j^-81-878-0026. 

NETHERLANDS 

Not  surprisingly,  given  the  na- 
tion's cultural  history,  Indo- 
nesian food  constitutes  a  kind 
of  halfway  house  between 
Indian  and  Chinese.  And  not 
surprisingly,  given  the  nation's 
colonial  history,  some  ot  the 
best  Indonesian  food  is  found 
in  the  Netherlands,  especially 
at  Merpatis,  20  miles  west  of 
Amsterdam.  Weekly  air  deliv- 
eries of  fresh  herbs  and  other 
special  ingredients  guarantee 
authenticity,  Mrs.  Rieka  Wat- 
timena's  deft  hand  guarantees 
that  the  40-dish  rijsttafel  (rice 
table)  is  neither  heavy  or  ex- 
cessively fiery.  Achterom  7, 
Blaricum,  31-35-53-11133. 

SCOTLAND 

The  Potiniere  is  run  by  and 


people,  so  you  can  rely  on  his  ^fl^/'(3  (^/^owo^s^oro  (tomato  for  individualists.  Hilary  Brown  cooks  set  four-course 

soup  with  bread)  and  ribolUta  (vegetable  soup).  His  meals  (soup,  starter,  meat,  cheese  or  dessert)  that  extract 

sausage  Wixhfagioli,  the  incomparable  local  white  beans,  everv^  iota  of  flavor  from  their  ingredients.  See  what  she  can 

is  perfect.  No  pasta,  because  it's  too  new-fangled  for  wring  from  guinea  hen,  or  chocolate,  or  carrots.  David 

Fabio's  taste,  but  plenty  of  the  new  "super- Tuscan"  reds,  Brown  presides  over,  counsels  upon  and  pours  from  per- 

served  in  short-stemmed  glasses.  Cibreo,  via  dei  Macci  i8r,  haps  the  world's  most  gendy  priced  list  of  great  wines.  And 

jg-55-254-1100.  '  that's  it,  just  the  two  of  them,  both  serious  gastronomes,  in 

Don't  order  at  La  Chiusa,  the  farm  complex  near  a  flissy  little  room  in  a  golfing  village  east  of  Edinburgh. 

Siena  that  the  Lucherinis,  beautiful  Dania  and  droll  Quirk}^  hours,  so  call.  Tk/^m  ^/r^^c/,  Gullane,  44-1620-845214. 

Umberto,  turned  into  an  inn;  let  them,  choose  a  series  of  There  are  lobsters  at  the  Champany  Inn,  but  steak  is 

''assaggi'  (little  bites).  The  same  with  wines;  on  the  door  the  heart  of  the  matter  there,  maybe  the  best  steak  in 

of  our  fridge  is  a  picture  of  your  deponent,  grinning  Europe.  Clive  Davidson,  a  bluff,  jolly  South  African,  is 

dopily  at  a  table  covered  with  20  or  30  empty  glasses,  such  a  maniac  about  beef  that  he  trained  as  a  butcher  so 

They  make  their  own  olive  oil,  search  out  the  best  mush-  he  could  buy  more  knowledgeably.  His' best  steak  is  a 

•  "Oms  and  cheeses,  even  send  ah  old  woman  to  your  table  pope's  eye,  an  inch  and  a  quarter  thick,  aged  about  four 

make  pasta  before  your  eyes.  The  lilltop  setting  af-  weeks,  cooked  until  rare  but  not  blue.  When  it  comes  off 


^-^orbes 


FYI 


i 


We  just  gave  downsizing 
a  good  image. 


Introducing  the  world's 
smallest  LCD  digital  camera. 

You  never  know  when  a  good  picture  will  present 

itself.  With  the  new  Panasonic  PalmCam™  Digital 

Camera,  you'll  always  be  ready.  There's  no  film;  its 

digital  pictures  transfer  right  into  your  computer. 

And  since  you  can  take  it  anywhere,  you'll 

always  get  the  picture. 
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DIGITAL 


For  a  lax  with  more  information  qall 
1-888-329-4872. 
www.panasonic.com/PCEC 
Pictures  simulated 
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And  you  can't  find  a 
smaller  digital  camcorder 
with  a  bigger  LCD  screen. 

Panasonic  puts  spectacular  digital 
quality  video  and  sound  right  in  the 
palm  of  your  hand.  Plus,  with  the 
digital  Palmcorder"'  you'll  also  be 
I    ready  for  the 
future  of  digital 
Imaging  as  video 
and  computers 
ii:.       converge.  And,  oh 
'   yeah,  it  works  with 
I   your  TV  too. 
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fter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 


"I've  never  seen  anything     ¥ 


jiAND-PAINTED 
ITALIAN  RENAISSANCE 
PAMELED  ELEVATORS 


like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


ROMAN-GRECO  VASE 
IN  ONE  OF  OUR  SUITES 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
\^:  crystal  chandeliers. 
^V      We  even  have  a  library. 
'\  /  Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 
minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  —  and 
just  a  short  walk  to 
Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 


HARRY  CIPRIANrS 
RESTAURANT 
^    SERVES  YOU  IN 
'     THEIR  DINING  ROOW 
OR  IN  YOUR  SUITE 


owned  by  a  small  group 
of  exceptionally 
diffident  people  who 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

a/eSH€RRV-M€TH€RlAND 

Your  Place  In  Town 
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his  grill,  which  gets  hot  enough  to  carbonize  a  rhinoceros,  smorgasbord  at  lunchtime.  Bakfickan's  specialty  is  hus- 
it  rivals  a  strip  at  Peter  Luger's  or  The  Palm.  Brilliant  red  manskost,  or  home  cooking,  nursery  food  at  its  most 
wmts.  Linlithgow,  near  Edinburgh,  44-1^06-8^4^2.  soothing:  Jansson's  Temptation,  a  baked  casserole  of 

potatoes,  semisalt  anchovies,  onions  and  cream,  which 
op  A  T-]vj  tempts  me  as  much  as  it  did  Jansson;  arter  med flask,  an 

invigorating  pea  soup,  2ind  pytf  i  panna,  aromatic  beef 
Washed  by  three  seas,  Spain  has  Europe's  best  seafood,      hash.  Eat  at  the  marble-topped  counter.  Jakobs  Torg  2, 
and  the  best  of  the  best  goes  to  Madrid.  The  gleaming      Stockholm,  46-8-20j-j4^. 
glass  cases  at  El  Pescador  fairly  burst  with  denizens  of  the 
deep,  not  only  old  friends  Hke  clams  and  turbots  but  also 


delicious  novelties — merluza  (hake),percebes  (edible  bar- 


SWITZERLAND 


nacles),  silvery  baby  eels  an  inch  long  and  the  big  brothers     Fischerzunft  looks  dour,  but  isn't.  Less  than  an  hour 


of  the  shrimp:  gambas,  lango- 
stinos,  carabineros  and  santi- 
aguinos.  Evarista  Garcia  Go- 
mez, the  owner,  likes  to  eat 
them  all  grilled  ("« laplancha") 
with  a  drizzle  of  lemon  juice. 
Jose  Ortega  y  G asset  j^,  Madrid, 
j4-i-402-i2go. 

Glamour  is  not  one  of  the 
things  I  most  admire  in  a 
restaurant,  but  the  Spanish  do 
it  so  well  that  I  make  an  excep- 
tion for  El  Amparo,  a  roman- 
tically beautiful  estabHshment 
in  a  Madrid  mews.  Filled  with 
flowers  and  beautiful  people,  it 
is  arranged  on  the  main  floor 
and  overhanging  galleries  of  a 
vine-covered  coach  house.  Let 
the  charming,  polyglot  direc- 
tor, Carmen  Guasp,  guide  you 
through  the  Spanish  Basque 
cuisine,  but  do  try  the  feath- 
erlight  red  peppers  stuffed  with 
codfish  if  possible.  There  is  a 
wide  range  of  Riojas.  Puigcerda 
8,  Madrid,  ^4-1-4^1-64^6. 


BAKFICKAN 
Stockholm 


Arter  med  Flask 

(pea  soup) 

• 

Jansson's  Temptation: 

Casserole  with 

Potatoes,  Semisalt 

Anchovies,  Onions 

AND  Cream 


north  of  Zurich,  smack  on 
the  Rhine  in  the  town  of 
Schaffliausen,  where  the  river 
drops  70  feet  with  a  turbu- 
lence that  thrilled  Goethe,  it 
is  Europe's  pioneer  in  East- 
West  fusion  cuisine.  After 
years  in  Hong  Kong,  chef 
Andre  Jaeger  has  evolved 
subtle  dishes  like  foie  gras 
with  sesame,  trout  with  gal- 
anga  and  tea-smoked  baby 
I  chicken  with  kimchi.  What- 
ever delicacy  you  choose,  it 
will  be  embellished  with 
exquisite  exotic  flowers.  8 
Rheinquai,  Schaffhausen,  41- 
52-625-3281. 

WALES 

I  can  think  of  no  less  likely 
formula  for  success  than  a 
whitewashed  pub  on  an  un- 
pronounceable hillside  in 
Wales,  owned  by  an  Italian 
from  the  Marche  and  his 
English  wife  from  Derbv- 
shire.  But  that's  the  story  at  the  Walnut  Tree  Inn,  a  place 
so  resolutely  unchic,  so  convivial,  so  generous,  with  ev- 
Erik's  is  in  Stockholm's  Old  Town,  right  by  a  much-  erything  from  a  Thai  pork  appetizer  to  Piedmontese 
loved  statue  of  St.  George  (Goran  to  the  Swedes).  Slip  roasted  peppers  to  salt  duck  cooked  just  so,  that  I  often 
onto  a  pink-and-white  striped  banquette  and  enjoy  a  plate  drive  two  hours  to  have  lunch.  Franco  Taruschio  cooks 
of  herring  accompanied  by  Swedish  boiled  potatoes,  nei-  while  his  wife,  Ann,  deals  with  the  hubbub.  Llandewi 
ther  waxy  nor  mealy,  perfect  without  butter  or  anything  Skirrid,  44-i8y3-8pjgy. 
else,  followed  by  one  of  Erik  Lallerstedt's  sparkling  fish 

dishes — say,  perfectly  timed  halibut  the  color  of  a  polar  Nobody,  I'm  sure,  will  agree  with  every  entry  on  my 
bear,  with  tarragon  sauce,  or  grilled  turbot  with  hoi-  list;  I  probably  will  change  my  ovm  mind  sbc  months  or  a 
landaise  sauce.  The  King  eats  there,  and  he  knows  what  year  from  now.  But  I  don't  think  anvone  who  seizes  knife 
he's  doing.  Osterlanggatan  //,  Stockholm,  46-8-238-500.  and  fork  at  any  of  these  35  places  wiU  feel  deprived.  • 

A  wholly  different  style  can  be  sampled  at  Bakfickan 

("Hip  Pocket"),  a  tiny  place  behind  the  Opera  House,  R.W.  Apple  Jr.  is  the  Chief  Correspondent  of  The  New 
whose  main  restaurant,  by  the  way,  has  the  city's  best     York  Times,  based  in  Washington,  D.C. 
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.Afew 

quite  bright  items| 
for  the  essential 

kitchen 

ByRegina 
Schrambnng 


AN  ARCHITECT  AT  A  PARTY  RECENT- 
ly  mentioned  he  was  designing  a 
home  kitchen  with  a  budget  of 
$450,000,  and  no  one  really  blinked.  We 
were  even  less  surprised  when  he  added 
that  the  proud  owner  would  probably 
never  actually  turn  on  the  stove.  High- 
end  kitchens,  after  all,  are  less  and  less 
about  cooking  these  days.  More  and 
more,  they're  fashion  statements. 

And  as  the  styles  change,  the  acces- 
sories just  keep  coming.  No  industrial 
stainless-steel  counter  (this  year's  varia- 
tion on  the  old  Harvest  Gold  and  Av- 
ocado color  schemes)  is  complete  without 
a  bread  machine,  an  espresso  maker  and 
a  rice  steamer,  if  not  a  computer  with  a 
recipe  database. 

The  sneaky  Uttle  secret  of  all  this  mar- 
keting, of  course,  is  that  none  of  those 
bells-and-whistles  appliances  will  ever 
convert  a  klutz  into  a  cook.  But  since 
that's  not  the  point,  here  are  some  other 
options  that  really  will  make  you  more 
efficient.  And  still  make  your  kitchen 
look  four-star. 
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MIXING  IT  UP 
KitchenAid  makes  the  best  mixer  on  the 
market,  a  heavy-duty  brute  that  can  beat, 
whip  or  knead  just  about  any  batter  or 
dough  into  submission.  The  only  prob- 
lem for  KitchenAid  is  that  these  miracle 
workers  just  keep  going  and  going,  forc- 
ing it  to  come  up  with  new  colors  like 
teal  or  "imperial  grey"  every  year  instead 
of  new  designs  to  sell  more.  In  this,  the 
year  of  polished  metal,  the  only  option  to 
consider  is  chrome.  It  turns  this  working 
appliance  into  a  work  of  art. 

The  KSM90PSCR  has  a  lo-speed 
motor,  a  4'/2-quart  metal  bowl  and  a 
whisk,  paddle  and  dough  hook  for  whip- 
ping up  anything  from  seven-grain  bread 
to  souffles.  Optional  attachments  include 
a  meat  grinder,  citrus  juicer,  grain  mill, 
pasta  maker  and  vegetable  shredder,  but 
all  you  really  need  is  the  mixer  itself  ($419; 
KitchenAid,  800-541-6390,  for  retailers.) 


DUALIT  TOASTER 

While  cereal  has  supplanted  bacon  and 
eggs  at  the  breakfast  table,  toasters  are  as 
indispensable  as  ever — maybe  more  so 
now  that  Wonder  Bread  has  so  much 
competition  from  bagels.  And  a  Dualit 
Combi  2+1,  an  English  import  built  like 
a  Bentley,  is  the  absolute  antithesis  of  a 
$25  Black  &  Decker. 

This  sturdy  stainless-steel  toaster  has 
one-inch-wide  slots  for  those  fat  bagels 
and,  in  the  newest  model,  slots  fitted  with 
grids  for  toasting  sandwiches.  It's  also 
that  rarity  in  kitchen  gear:  a  commercial 
item  that  looks  at  home  outside  a  restau- 
rant— especially  now  that  retro  kitchens 
are  in  vogue.  ($290,  Zabar's,  212-787-2000.) 


SHARPSTERS 
Great  knives — and  the  skills  to  wield 
them  bloodlessly — are  what  separate  the 
real  chefs  from  all  the  amateurs.  And 
there  are  not  many  knives  greater  than 
the  Wiisthof-Trident  professional. 

A  standard  set — lo-inch  cook's  knife, 
5-inch  boner,  3-inch  parer  and  12-inch 
slicer  from  the  Classic  line — is  dazzling 
enough.  But  the  Ultimate  Attache  com- 
prises a  flill  22  implements,  from  a  12-inch 
cook's  knife  to  aspic  knives  to  a  melon 
bailer.  All  of  them  are  packed  for  travel. 
(List  price  $3,200;  $2,560  from  Professional 
Cudery  Direct,  800-859-6994,  ext.  FB7B.) 
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FORM  6c  FUNCTION 
When  Alessi  first  marketed  a  tea  kettle 
designed  by  Michael  Graves,  it  was  writ- 
ten off  by  a  New  Yor^^r  writer  a  decade  or 
so  ago  with  the  terse  description:  "It  costs 
$150,  and  it  boils  water."  Admittedly,  many 
of  the  architects'  offerings  in  the  steadily 
expanding  Alessi  line  are  all  price  tag,  no 
improvement  over  the  workhorses  they're 
meant  to  replace. 

One  exception  is  this  smart  little  grater 
designed  by  Alessandro  Ruiz.  The  cup, 
in  vivid  colors  like  lime,  cobalt,  amber, 
red  and  yellow,  fits  comfortably  into  your 
hand  for  grating  Parmigiano-Reggiano 
directly  onto  pasta.  Or  you  can  set  it  on 
the  counter  and  use  it  like  a  grater  with 
a  bowl  attached.  ($45,  Alessi,  w^ww.de 
signbuy.com  on  the  Internet.) 


HOT  STOVE 
Once  upon  a  time,  say  five  years  ago,  all 
it  took  to  impress  the  neighbors  (and  the 
Chinese  delivery  guy)  was  a  restaurant 
range  in  a  home  kitchen.  But  now  that 
professional  Vikings  and  Wolfs  have 
been  downsized  and  are  starting  to  look 
as  common  as  GEs,  a  cutting-edge  kit- 
chen has  to  have  this  French  import 
that's  as  gorgeous  as  it  is  powerflil. 

La  Cornue  builds  its  ranges  out  of 
copper,  steel  and  nickel,  with  gas  burners 
of  brass,  a  lava  grill  and  convection  ovens 
(one  fueled  by  gas,  one  by  electricity). 
The  cooktpp  will  take  adjusting  to:  it's  a 
modern  equivalent  of  a  wood  stove,  with 
varying  gradations  of  heat  from  the  cen- 
ter to  the  perimeter.  You  co  )k  not  by  ad- 
justing the  flame  but  by  moving  the 
saucepan  (and  even  the  company  admits 
you  will  have  to  relearn  sautein^  md  sauce- 
making).  ($11,000  to  $20,ooc  PurceU- 
Murray  Co.,  800-892-4040.) 


N9ne  of  thest 
klutz  into  a  cool;  1 
your  kitchen  lool 
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RACLETTE  GRILL 

Raclette  is  the  fondue  of  the  '90s,  a  richly 
decadent  backlash  against  the  anti-fat 
cnisade.  Traditionally  it's  made  by  heat- 
ing a  huge  round  of  Bagnes  or  Conches 
next  to  a  fireplace  or  on  a  massive  ma- 
chine, then  scraping  off  the  hot  runny 
cheese  to  serve  with  boiled  potatoes, 
cornichons  and  pickled  onions. 
This  efficient  tabletop  ma- 
chine, also  from  WiUiams- Sonoma, 
makes  raclette  even  easier — and  more  ex- 
cessive. Six  trays  hold  individual  portions 
of  the  melting  cheese  under  an  electric 
grill  that  can  simultaneously  cook  both 
the  usual  potatoes  and  good  and  fatty 
sausages.  All  it  needs  is  an  automatic  di- 
aler to  a  cardiologist.  ($149.95,  WiUiams- 
Sonoma,  800-541-2233.) 


ells  and  whistles  wiU  convert 
ut  they  wiU  make 
tour- star. 


FLAME-THROWER 
Life  was  easier  when  tiramisu  was  the 
dessert  du  jour.  You  could  just  buy  it  and 
pass  it  off  as  homemade.  But  now  that 
creme  bnilee  has  taken  over,  there's  work 
involved  in  getting  the  proper  hot  cara- 
melized crust  onto  a  cold  custard.  A 
broiler  never  does  it  perfectly,  which  is 
why  Williams- Sonoma  has  started  selling 
a  small  version  of  the  butane  torch  the 
pastry  pros  use. 

This  cool  little  tool  can  be  passed  like 
a  magic  wand  over  sugar  to  caramelize  it 
to  an  evenly  crunchy  crisp  in  seconds. 
You  may  even  welcome  an  audience 
to  watch  the  flame  hit  the  sugar. 
Tiramisu  was  so  timid  by  com- 
parison. ($34,  WiUiams-Sonoma, 
800-541-2233.)  • 

ReginaSchrambling,  a 
New  York-based  food  writ- 
er, is  working  on  a  book 
about  seasonal  cooking. 
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SECOND 

CHANCE 
SMOKE 

(  Or,  how  I  longed  to  light  up  at  50  j 


BY  DICK  TERESI 
PHOTOGRAPHS  BY  JEREMY  WOLFF 


I  was  remarkably  calm  for  a  person  about  to  score  one  of  the  most  dangerous 
drugs  on  the  planet — a  drug,  according  to  the  U.S.  Surgeon  General,  whose  ad- 
dictive powers  can  enslave  a  human  being  as  mercilessly  as  heroin  or  cocaine. 

I  calmly  asked  "the  man"  for  io8  tabs  of  I  was  simply  taking  the  first  brave  step  toward 

Uppsala  beige,  and  told  him  to  throw  in  14  nicotine  addiction...  with  the  full  blessing  and 

skin  soakers  as  well.  I  didn't  give  a  damn  who  support  of  our  federal  government, 
heard  me:  not  the  old  lady  behind  me,  nor  the  But  I'm  getting  ahead  of  myself, 

yuppie  couple  at  the  news  rack.  The  heat?  I  This  all  started  on  my  fiftieth  birthday  last 

laugh  at  cops.  I've  got  juice,  and  they  know  it.  year,  when  I  vowed  to  improve  my  health.  I 

I'm  protected  by  the  FDA.  had  made  it  through  half  a  century  without 

What  I  was  buying,  in  open  view  at  a  CVS  contracting  a  major  illness,  had  never  spent  a 

drugstore  in  my  small  New  England  town,  day  in  the  hospital  and  had  only  called  in  sick 

was  raw,  oozing — unadulterated  by  tobacco  or  from  work  when  I  was  l>ing  about  it.  But  at  50 

filler — nicotine.  To  be  precise,  a  "starter  kit"  I  was  facing  a  whole  new  gaggle  of  possible 

of  Nicorette  gum  (made  in  Uppsala,  Sweden,  geriatric  diseases — Parkinson's,  Alzheimer's, 

for  SmithKline)  and  a  box  of  NicoDerm  CQ_  etc. — and  my  doctor  had  warned  me  to  go  on 

patches.  To  those  in  hne  with  me  at  the  phar-  a  diet.  I  lifted  free  weights  and  bicycled  an 

macy  counter,  I  may  have  even  seemed  ad-  hour  or  more  per  day,  but  I  knew  in  my  heart 

mirable.  A  51-year-old  man  tr)'ing  to  break  a  that  I  was  avoiding  the  real  issue, 
lifelong  cigarette  habit.  They  didn't  know  my  I  had  to  start  smoking, 

dirty  httle  secret.  I  don't  smoke.  Never  have.  The  medical  logic  is  irrefutable.  True,  in 

rVI  FORBES  14.^ 


1990  smoking  accounted  for  approximately  20%  of  all 
deaths  in  the  U.S.,  wiping  out  nearly  420,000  people  per 
year,  or,  as  the  Centers  for  Disease  Control  (CDC)  likes 
to  put  it,  the  equivalent  of  "three  jumbo  jets  crashing 
each  day."  (This  is  an  amazing  comparison  when  you 
consider  that  smoking  is  no  longer  allowed  on  commer- 
cial airliners.  Why  are  all  these  planes  crashing,  I  ask 
myself,  and  why  are  they  filled  exclusively  with  smokers? 
But  I  digress.) 

Those  420,000  dead  smokers,  on  average,  started 
smoking  when  they  were  18,  and  kept  puffmg  until  they 
had  each  discarded  on  average  499,145  butts  (according  to 
the  CDC)  in  ashtrays,  coffee  cups  and  partially  eaten 
bowls  of  oatmeal  across  this  great  land  of  ours.  The  dis- 
eases that  killed  these  people  took  decades  to  develop:  car- 
diovascular problems,  lung  cancer,  sundry  other  cancers, 
emphysema  and  a  variety  of  other  respiratory  ailments. 
The  typical  smoker  reaps  some  benefits — nicotine  highs, 
for  example — by  starting  at  18,  but  can  miss  out  on  the 


and  even  the  National  Institute  of  Neurological  Disorders 
and  Stroke,  among  other  sources. 

•  Weight  loss.  The  National  Institutes  of  Health  (NIH) 
has  finally  admitted  that  smokers  weigh  less  than  non- 
smokers,  and  that  people  who  give  up  smoking  are  likely 
to  gain  weight. 

•  Alzheimer's  disease.  Nicotine  appears  to  interfere 
with  a  major  process  of  Alzheimer's,  and  can  also  en- 
hance learning,  memory,  cerebral  blood  flow  and  the  per- 
formance of  certain  repetitive  tasks.  (Like  writing  maga- 
zine articles?) 

•  Parkinson's  disease.  Smokers  face  half  the  risk  of  de- 
veloping Parkinson's  disease  as  those  who  have  never 
smoked.  Parkinson's  is  characterized  by  a  loss  of  dop- 
amine in  the  brain,  a  neurotransmitter  whose  production 
nicotine  stimulates. 

•  Medical  research.  I  discovered  there  is  also  a  public 
service  motivation  to  start  smoking.  The  NIH  estimates 
it  will  spend  an  incredible  $12.7  billion  in  1997  research- 
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IN  COLLEGE  I  LIED 

on  my  admission  form,  so  I  wouldn't 
get  stuck  with  a  nonsmoking  roommate. 
Whom  would  you  rather  room  with, 
Humphrey  Bogart  or  C.  Everett  Koop? 


valuable  geriatric  benefits  of  nicotine  by  killing  himself  off 
before  they  kick  in. 

Timing  is  everything,  and  by  pure  incompetence  I  had 
not  made  this  mistake.  I  had  failed  at  smoking  in  high 
school  (I  couldn't  inhale,  honest).  I  was  also  a  bit  of  a  cow- 
ard, scared  of  putting  dried  vegetable  matter  in  my  mouth, 
setting  it  on  fire  and  then  sucking  on  it.  Had  nicotine  been 
available  in  convenient  suppository  form,  I  would  have 
been  outside  the  sock  hop  with  the  rest  of  the  kids  with 
my  pants  down  around  my  ankles. 

But  smoking  at  51 — now  that  makes  sense.  The  major 
smoking-related  illnesses  take  decades  of  puffing  to  de- 
velop. Will  I  be  able  to  deal  with  contracting  lung  cancer 
at  the  age  of  91?  I  should  live  so  long.  And  the  nicotine 
benefits  for  the  over-50  crowd  are  considerable.  These 
benefits  have  been  touted  for  years  by  smokers'  rights 
groups,  but  only  recently  have  nicotine  researchers  come 
out  of  the  closet  as  the  evidence  has  become  harder  and 
harder  to  ignore.  The  following  data  come  from  scientists 
at  Case  Western  Reserve  University,  Columbia  University 
College  of  Physicians  and  Surgeons,  Dartmouth  Medical 
School,  the  University  of  Vermont  College  of  Medicine, 


ing  treatments  and  cures  for  all  kinds  of  diseases.  But  that 
budget  is  adequately  covered  by  our  nation's  smokers,  who 
cough  up  more  than  $15  billion  annually  in  excise  taxes 
alone.  As  a  noncontributing  nonsmoker,  I've  shown  a  bla- 
tant disregard  for  the  health  of  my  fellow  Americans. 

But  there's  yet  another  reason  to  light  up.  I  despise  non- 
smokers.  No,  let  me  rephrase  that.  I  distrust  nonsmokers. 
In  college  I  lied  on  my  admission  form,  saying  I  smoked  so 
I  wouldn't  get  a  nonsmoking  roommate.  I  didn't  want  to 
get  stuck  with  a  dweeb,  and  in  1963,  nonsmoker  usually 
equaled  doofus.  Whom  would  you  rather  room  with: 
Humphrey  Bogart  or  C.  Everett  Koop?  The  people  I  ac- 
tually despise  are  reformed  smokers,  those  Moseses  of  the 
tobacco  world  who  have  been  transformed  by  a  vision  of 
a  burning  bush  (Marlboro  Lights?),  and  now  heap  guilt 
and  scorn  upon  smokers/sinners.  Nicotine  Anonymous,  in 
fact,  describes  nicotine  addiction  as  a  disease  that  affects 
the  smoker  physically,  mentally,  emotionally  and  "spiri- 
tually." Whom  do  you  consider  more  spiritual:  chain- 
smoking Rama  Krishna  or  antismoking  zealot  Steve 
Martin?  I  figured  it  would  annoy  the  hell  out  of  reformed 
smokers  if  cigarettes  turned  out  to  be  good  for  you. 
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Why  some  of  the  biggest 
anmacturers  refuse  to  make 
shirts  for  us. 


^ure,  they  want  the  business. 
^    But  not  when  they  hear 
J  hom  finicky  we  are  about 
/erything  that  goes  into  a 
ands'  End  Buttondown. 

From  the  fit  and  the  fabric,  to 
le  stitching  of  the  buttonholes. 

Before  you  buy  anybody's 
.uttondown,  just  consider  what 
oes  into  ours:  « 

A  classic  fit  Some  compa- 
ies  go  overboard;  they  cut  off- 
le-shoulder,  with  big,  blousey 
rmholes.  When  you  put  a  jack- 
I:  on,  the  fabric  bunches  up. 

Our  shoulders  are  a  little 
lore  relaxed  than  years  gone  by. 
iut  the  cut  is  still  traditional. 

So  there's  no  bunching  up -and 
ou  look  better. 

A  longer  sleeve  placket.  Tip  to 

uff,  ours  is  6  %"-  an  inch  (or 
lore)  longer  than  others.  This 

makes  it  easier 


:>  lay  out  the  sleeve  for  ironing, 
dds  to  your  comfort.  Note  the 
xtra  button:  an  Old  World  touch. 

Longer  shirttails,  which  stay 
ucked  in.  Some  shirtmakers 
bbreviate  their  tails  to  save  on 
abric.  Ours  are  longer 
•y  1"  or  more. 

A  deep  chest  pocket. 

[lolds  eyeglasses  or 
»ens  securely,  so  they 
von't  fall  out. 


■■."«r 


A  supple,  natural  roll  collar. 

Some  shirtmakers  line  collars  with 
a  cheap  polyester.  In  washing, 
it  reacts  differently  than  cotton, 
producing  crinkles. 

Our  collars  have  a  natural  lining 
we  discovered.  It  shrinks  just 
like  cotton:  your  collar  stays 
neater. 

Buttons  that  defy  even 
a  commercial  laundry. 

Our  new  buttons  are  made 
of  the  same  tough  resin  used 
in  bowling  balls  and  boat  hulls. 

Grommets  behind  collar 
buttons.  Soft  pads  inside  the  shirt 
to  keep  the  buttons  fi-om  ripping 
through.  Most  manufacturers  omit 
grommets  -  buttons  must  fend  for 
themselves. 

Each  buttonhole  has 
120  lock  stitches.  Most 
shirtmakers  use  fewer 
stitches  -  90  to  100  stitches 
per  buttonhole.  Ours  hold 
up  better:  you  have  to 
work  to  fray  one. 


^        Strong,  single -needle 
stitching  on  shoulder  and 
armhole  seams.  The  seams 
lie  flat,  feel  smooth. 
(Many  manufacturers 
can't  do  singleneedle    ^^ 
work.)  ^P^"^!  ■ 

Know  what?  We've 
run  out  of  space,  and 
still  haven't  covered      '  \ 

everything.  ^  j 

We've  only  found  / 

two  manufacturers 
who  can  build  shirts 
our  way.  But  when 
you  put  on  our 
Buttondown  -  and  see 
how  you  look  -  you'll  agree  that 
being  picky-picky  has  paid  off. 

Fact  is,  you  can  pay  two  or  three 
times  as  much,  and  still  not  get  all 
our  features. 
Why  not  call  for  our  catalog? 
Where  we  can  really  tell  you 
about  our  shirts.... 
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For  our  free  catalog,  call  anytiine, 
24  hours  a  day 

1-800-356-4444 


Please  mention  ad  AG 


Name. 


Address . 


Apt. . 


City- 


Stato 


Zip 


( 


) 


Pa.v  Nqlhl 
ifirclf  ont* 


I'lione  

Mail  to:  1  l.mds'  Knd  \m\<.\  OodKovillo. \V1  53595 
http:/Avw\v.landsend.coni/catalogs/ag 


I  wanted  to  start  smoking  responsibly,  so  I  embarked 
on  a  fact-finding  mission.  My  first  stop  was  the  Tobacco 
Institute,  the  Washington,  D.C.,  trade  association  that 
represents  the  manufacturers  of  tobacco  products.  I  as- 
sumed the  Institute  would  have  tips  for  the  aspirant  nico- 
tine addict.  "We're  not  in  the  business  of  convincing 
anyone  to  start  smoking,"  harrumphed  spokesperson  Tom 
Lauria.  "Nor  do  we  discourage  anyone  from  quitting 
smoking.  We  don't  try  to  encourage  smoking  or  try  to  de- 
fend it."  Let's  run  that  back:  the  tobacco  companies  don't 
want  new  people  to  start  using  their  product,  and  they 
don't  mind  if  current  users  quit.  So  who's  left  to  smoke 
cigarettes?  In  this  euphemism-driven  world,  Lauria's 
statement  qualifies  as  "disingenuous." 

On  to  the  National  Cancer  Institute.  As  it  turned  out, 
NCI  provided  more  encouragement  than  the  Tobacco 
Institute.  I  spoke  to  Donald  Shopland,  the  man  known 
around  the  agency  as  "Mr.  Smoke."  Shopland,  coor- 
dinator for  the  Smoking  and  Tobacco  Control  Program, 


"It  won't  work,"  she  said. 

"I'U  get  emphysema  anyway?" 

"No,  you'U  hate  the  gum.  You'll  hate  the  nicotine.  You 
won't  like  the  side  effects." 

"But  will  vou  help  me?  Or  would  you  have  some  sort  of 
ethical  problem  in  helping  a  nonsmoker  start  smoking?" 

"Of  course  I'd  have  a  problem!" 

"So  you  won't  give  me  a  prescription  for  nicotine  gum?" 

She  sighed.  "I  don't  have  to.  You  can  buy  it  over  the 
counter." 

The  doctor  was  right.  Nicorette  gum  was  approved  for 
over-the-counter  sale  in  February  1996;  the  NicoDerm 
CQ_patch  the  following  August.  Not  being  a  smoker,  I 
hadn't  noticed. 

Which  takes  us  back  to  the  CVS  drugstore,  where  I 
purchased  my  first  nicotine  in  plain  view  of  the  leather-el- 
bowed professors,  multiple-h\'phenated-surnamed  moth- 
ers and  other  politically  correct  denizens  of  Amherst, 
Massachusetts. 


THE  BOX  WARNED 

me  not  to  exceed  24  pieces  of  nicotine  gum 
a  day — the  equivalent  of  480  cigarettes. 


edited  aU  of  the  Surgeon  General's  Reports  from  1964  to 
1987.  I  asked  if  it  was  safe  for  me  to  start  smoking. 
Shopland  said  there  was  no  data  on  the  topic:  "People 
who  start  in  their  fifties  are  a  rare  breed."  But  the  short  an- 
swer is. .  .yes.  Shopland  said  that  smoking-related  cancers, 
emphysema,  and  other  smoking-related  respirator}' prob- 
lems can  take  decades  to  develop  and  recognize. 

Shopland  cautioned  me,  however,  to  avoid  the  short- 
term  downside.  Like  what?  "Fires,"  he  replied.  Several 
thousand  people  a  year  burn  themselves  up  in  smoking- 
related  fires.  Other  than  that,  he  had  no  tips  on  starting 
my  cigarette  habit. 

So  I  concocted  my  own  plan.  I  would  simply  do  the 
quit-smoking  program  in  reverse:  start  out  on  Nicorette 
gum  (2-m.illigram  wads),  move  up  to  4  milligrams,  then 
the  NicoDerm  patch  and  finally...  cigarettes!  Of  course, 
like  going  on  a  diet  or  beginning  an  exercise  program,  it 
would  be  irresponsible  to  start  smoking  unless  I  did  so 
under  the  care  of  a  physician. 

My  doctor  looked  at  me  oddly,  Hke  I  was  one  of  those 
patients  who  comes  in  weel-dy  to  have  his  prostate 
checked.  "Oh,  I  see  what  you're  getting  at,"  she  finally 
said,  as  if  she  were  humoring  a  psychotic  until  the  order- 
lies arrived.  "You  figure  you'll  get  the  short-term  bene- 
fits and  outlive  the  consequences." 

"Exactly." 


"Can  anybody  buy  this  stuff?"  I  asked  the  druggist, 
pushing  the  Nicorette  gum  and  NicoDerm  CQ_patches 
across  the  counter. 

"Sure.  Just  have  to  be  18." 

"What  if  I'm  going  to  use  it  to  start  smoking?" 

"That's  not  what  it's  meant  for.  It's  for  cessation  of 
smoking." 

"So  you're  not  going  to  sell  it  to  me?" 

He  thought  for  a  second.  "Well,  people  come  in  here 
all  the  time  who  don't  have  headaches,  and  they  buv  as- 
pirin.  I  guess  I  have  to  sell  it  to  you." 

At  home  I  opened  my  Nicorette  starter  kit.  A  hundred 
and  eight  pieces  of  gum:  nine  rectangular  perforated  foil 
sheets  each  encasing  12  2-miUigram  wads.  Each  piece  of 
gum  contains  a  dose  of  nicotine — SmithKline  calls  it 
"medicine" — equal  to  that  in  20  Merit  Ultima  cigarettes. 
The  box  warned  me  not  to  exceed  24  pieces  a  day — the 
equivalent  of  480  Merit  Ultima  cigarettes.  (These  guys 
sure  know  how  to  rain  on  your  parade.)  The  kit  came  with 
written  instructions,  i.e.,  "Chew  each  Nicorette  piece  very 
slowly  several  times."  Or  you  can  listen  to  the  same  advice 
on  an  enclosed  audiocassette  (for  those  who  can't  read  and 
chew  gum  at  the  same  time). 

But  wait!  The  Surgeon  General  says  that  nicotine  is  as 
addictive  as  heroin  and  cocaine.  Can  I  chew  myself  into 
an  addiction?  Ivy  Kupec,  a  spokesperson  for  the  Food  and 
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There  was  no  time  for  games  at  Tokyo's 
Imperial  Hotel.  For  nearly  a  century,  we 
had  welcomed  and  impressed  the  world's 
most  discriminating  travelers.  But  in  October  1964,  some 
exceptionally  demanding  visitors  were  arriving.  Archers  and 
wrestlers  and  equestrians  together.  From  94  nations. 
For  the  first  time  ever  in  Asia. 
Tokyo  was  hosting  the  XVIII  Olympiad. 
Almost  everything  was  ready.  Japan  had  new  hotels,  new 
highways,  and  the  awesome  "bullet  train."  Now,  it  just 
had  to  feed  6,  .5  00  of  the 
world's  most  formidable 


«r^;^^;^ 


athletes.    Not  to  mention  the 

coaches  who  watched  over 

them.  And  the  reporters  who 

watched  everything. 

Four  of  Japan's  most  experienced  hotels  teamed  up  to  help. 

The  Imperial  was  one. 

Immediately,  our  award-winning  chefs  were  put   in 

charge  of  the  Olympic  Village  cafeterias.  Out  went 

our  famous /o/V  gras  saute.  In  came  pumpernickel  and 

pasta.    We    assembled    300    cooks    in     12    kitchens. 

Prepared     main     and    supplemental     ethnic     menus. 

And  in  52  days,  served  up  600.000  energizing  meals — 

and  sometimes  four  birthday  cakes  a  day! — breaking 

every  culinary  record  in  Olympic  history. 
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i)inni:k  par  rv  was  a 


We've     kept     in     peak 
condition  ever  since.  The 
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Games  returned  to  Japan 
in  1972,  as  they  will  again, 
to  Nagano,  in  the  winter 
of  1998.  Meanwhile,  The  Imperial 
remains  one  of  the  grandest  hotels  in  Asia.  We  operate  four 
magnificent  locations,  each  with  unrivaled  dining  and 
leisure  facilities.  And  accommodate  so  many  international 
delegations  that  more  flags  are  said  to  fly  from  our  poles 
than  at  the  Foreign  Ministry  itself. 

We  still  enjoy  springing  birthday  treats  on  unsuspecting 
guests  on  such  occasions.  It's  an  old-fashioned  recipe,  we  know, 
but  a  favorite — the  kind  that  continues  to  turn  every  event 
we  host  into  a  surefire  winner. 
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For  rt-scrvations:  The  Imperial  Hotel,  Tokyo:  Tel  (^)35()4-l  111;  The  Imperial  Hotel,  Osaka:  Tel  (6)881-1  111;  Hotel  Imperial  Bali, 

Bali,  Indonesia;  Tel  (62)^61-730730;  or  your  nearest  travel  agent.  For  information   The  Overseas  Sales  Offices  of  the  Imperial  Hotel: 

London:  Tel  (17  1)355-1775;  New  York:  Tel  (.'12)692-9001;  Los  Angeles:  Tel  (213)627-6214. 
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Focused  on  small-  to  mid-cap  companies 
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The  Robertson  Stephens 

Growth  &  Income 
Fund 

Ho  Load 


33.81% 

One-Year 

Total  Return 

9/30/96  -  9/30/97 


Portfolio  Manager  John  Wallace  applies  eleven  years  of  experi- 
ence to  finding  compelling  small-to  mid-cap  growth  companies 
for  his  Growth  &  Income  fund.  His  unique  barbell  approach 
seeks  capital  appreciation  first,  income  second,  while  managing 
risk  via  a  disciplined  sell  strategy.  Please  call  today  to  learn  more 
about  the  advantages  and  risks  of  investing  in  this  fund. 

1-800-766-3863  ref.#  139 

For  more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with 
investing  in  The  Growth  ik  Income  Fund,  call  Robertson  Stephens  Funds  for  a  prospectus.  Please 
read  it  carefully  before  investing.  Investing  in  smaller  companies  can  involve  more  volatility. 

Edgewood  Services,  Inc.,  distributor. 

Charies  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides 
recordkeeping  and  shareholder  services  for  shares  purchased 
through  its  Mutual  Fund  OneSource"  Service. 


Imutual  fundJ 

^n^ 

OneSource 

FROM     SCHWAB 

1 

1-800'5'NO'LOAD 


Mutual  fund  shares  are  not  insured  by  the  FDIC  or  any 
other  governmental  entity;  are  not  deposits  or  other 
obligations  of,  or  guaranteed  by  Bank  of  America  or  any 
of  its  affiliates;  and  are  subject  to  investment  risks, 
including  possible  loss  of  the  principal  amount  invested. 


29.79% 

Average  Annual  Return 

Since  Inception 

7/12/95  -  9/30/97 


Performance  data  represents 
past  performance,  which  is  no 
guarantee  of  future  results. 
Investment  return  and  princi- 
pal value  will  fluctuate  so  that 
shares,  when  redeemed,  may  be 
worth  more  or  less  than  their 
original  cost. 
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Drug  Administration  (FDA),  which  allowed  SmithKline 
to  flood  the  market  with  Nicorette  and  NicoDerm,  de- 
fended the  agency's  action.  "It's  not  that  the  FDA  said, 
'Ooooh,  this  is  a  good  thing  to  have  over  the  counter.'" 
However,  no  tests  were  conducted  on  nonsmokers  before 
the  gums  and  patches  went  over  the  counter. 

I  asked  Ms.  Kupec  if  the  FDA  planned  on  approving 
over-the-counter  chewable  heroin,  or  perhaps  cocaine  in 
a  flavor  straw.  "We  never  intended  the  gum  for  those  who 
wanted  to  begin  an  addiction,"  she  huffed.  Isn't  that  what 
Pablo  Escobar  said  about  cocaine?  "We're  not  Big  Bro- 
ther!" she  veiled. 

The  first  researcher  ever  to  test  nicotine  gum  on  Amer- 
icans (in  1976)  was  Nina  Schneider,  Ph.D.,  now  with  the 
UCLA  School  of  Medicine  and  chief  of  the  Nicotine 
Research  Unit  at  the  West  Los  Angeles  Veterans  Affairs 
Medical  Center.  Is  the  gum  addictive?  "Say  you  were  to 
chew  ten  to  fifteen  four- milligram  pieces  per  day,  for  weight 
control,"  Dr.  Schneider  said.  "You  might  suffer  withdrawal 


you  reconsider,"  he  said.  Against  his  better  judgment. 
Powers,  a  nonsmoker,  eventually  recommended  Amer- 
ican Spirit  cigarettes,  "ioo°o  chemical  additive-free 
natural  tobaccos."  He  warned  me  that  conventional  cig- 
arettes sometimes  contained  fiberglass,  but  offered  no 
proof  of  this.  I  bought  two  packs  of  American  Spirit  and 
single  packs  of  Trues,  Newport  Lights  and  Camel 
Filters.  Powers  also  talked  me  into  a  couple  of  Dom- 
inican Republic  cigars,  with  local  (Connecticut  River 
V^alley)  wrappers. 

The  big  day  finally  came.  I  set  out  my  nicotinabilia  in 
logical  order:  in  front,  the  starter  kit  of  2-mg  Nicorettes 
and  a  refill  48-pack  of  4-mg  gum  wads;  next,  the  box  of 
NicoDerm  patches;  the  five  packs  of  cigarettes  behind 
that;  the  two  cigars  at  the  end.  I  opened  the  American 
Spirit  and  tossed  one  cigarette  down  the  toilet,  so  that 
I  would  have  only  99  cigarettes  in  total.  I  did  this  for 
technical  reasons,  in  case  I  decided  to  turn  back  and  re- 
tain my  amateur  status.  The  CDC  does  not  consider  you 


,  I  ASKED  MS.  KUPEC 

if  the  FDA  planned  on  approving 
over-the-counter  chewable  heroin,  or 
perhaps  cocaine  in  a  flavor  straw. 


if  you  tried  to  quit  after  three  months."  After  all,  think  of 
all  the  nicotine  addicts  hooked  on  chewing  tobacco. 

Dr.  Schneider  said,  however,  that  the  gum  and  patch 
are  less  addictive  because  they  don't  supply  "the  bolus 
to  the  brain"  that  cigarettes  do.  In  other  words,  you 
don't  get  a  "hit"  as  in  smoking.  "Smoking  gets  nicotine 
to  your  brain  in  seven  to  ten  seconds.  The  gum  takes  20 
to  40  minutes,  and  produces  a  lower  dose  of  nicotine." 
And  don't  get  fooled  by  the  advertised  nicotine  content 
of  cigarettes.  An  experienced  smoker,  she  says,  can  draw 
much  more  nicotine  from  a  cigarette  than  is  indicated 
on  the  package  by  holding  his  fingers  over  the  airholes 
and  drawing  harder. 

StiU,  has  the  FDA  set  the  stage  for  a  whole  new  gen- 
eration of  nonsmoking  nicotine  addicts?  "If  it  turns  out 
that  nicotine  gum  controls  weight,"  says  Dr.  Schneider, 
"boy,  then  we'll  really  have  a  problem." 

Before  I  sat  down  to  chew  my  supply  of  Demon  Gum, 
I  prepared  for  the  endgame.  Next  stop.  Tobacco  Road, 
a  tobacconist  in  Hadley,  Massachusetts,  an  area  that 
grows  the  best  cigar  wrapper  leaf  in  the  v/orld.  I  told 
the  manager,  George  Powers,  that  I  was  taking  up  smok- 
ing, and  asked  what  he  would  suggest.  "I  would  suggest 


a  smoker  until  you've  gone  through  100  cigarettes.  The 
first  99  are  free.  (Wouldn't  it  be  great  if  sex  were  judged 
similarly?  A  woman  could  have  87  one-night  stands  and 
still  be  a  virgin.) 

The  experiment  was  short-lived.  It  lasted  all  of  two 
pieces  of  Nicorette.  Even  chewing  the  first  chunk  slowly, 
as  directed,  the  nicotine  hit  me  hard,  not  to  mention  the 
fact  that  the  gum  has  a  disgusting  pepper>'  taste.  I  felt 
woo2y,  dizzy  and,  later  on,  nauseated.  I  couldn't  finish  the 
first  piece.  Later  that  evening  I  tried  a  second,  thinking 
that  I  could  sleep  through  the  side  effects,  but  thev  hit  me 
too  fast.  I  parked  the  gum  on  my  bedside  table,  not  be- 
tween mv  cheek  and  sums  as  directed. 

Both  my  doctor  and  Nina  Schneider  warned  me  this 
would  happen,  that  I  wouldn't  have  the  tolerance.  If  any- 
one's interested,  I  have  154  pieces  of  gum,  14  patches,  99 
cigarettes  and  2  cigars — all  free  for  the  asking. 

The  following  morning  another  tragedv  occurred.  I 
saw  my  t^vo  kittens  poking  at  a  slimv  gra^'  object  with  their 
paws.  The  gum  was  getting  caught  in  their  fur.  0/6,  my 
God,  I  thought.  Two  more  victims  of  passive  chcAving.  • 

Dick  Teresi,  a  free  lance  ivritery  is  a  recovering  nonsmoker. 
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FORRES  U*! 


A  GLANCE  AT  SOME  OF 
THE  TIMEPIECES    i  , 
THAT  MADE  HISTORY 


( 


mjs^: 


alfway  through  his  first  term  as 
President,  Bill  Clinton  replaced 
his  plastic  quartz  watch  with  some- 
thing round  and  gold,  probably  a 
Corum  but  not  inconceivably  a 
Chinese  knockoff.  It  certainly  looked  more  pres- 
idential. (The  left-handed  President  continues  to 
wear  his  watch  on  his  left  wrist,  maybe  in  an  eftbrt 
to  seem  right-handed.  Or  perhaps  it's  a  metaphor 
for  the  habitually  tardy  Clinton:  looking  to  the  left 
for  guidance  that  he  then  disregards.) 

At  that  moment,  Clinton  obviously  became 

wristwatch  conscious,  as  most  American  men 

sooner  or  later  do.  Once  a  luxury  reserved  for  only 

the  richest  and  most  powerftil,  today's  wristwatch 

awareness  (or  envy)  has  its  origins  with  the  Swiss 

and  the  first  quartz  watches  of  the  late  1970s. 

**       Please,  follow  along: 

Though  the  first  few  digital  watches  with 
^v        quartz  oscillators  to  regulate  the  time  were 
quite  expensive,  it  wasn't  long  before  one  of 
these  accurate  mar\^els  could  be  had  for  a  few 
dollars.  In  1980,  the  watch  to  have  was  Jap- 
anese, the  Seiko  digital  chronograph,  which, 
though  not  cheap  at  $400  or  so,  was  less  than 
a  quarter  the  price  of  a  high-grade  Swiss  me- 
chanical watch — and  it  was  more  accurate. 
The  Swiss  watch  industry  was  aU  but  bank- 
rupted overnight.  Some  companies  closed;  others 
merged.  The  Swiss  government  and  banking  in- 
dustry stepped  in  to  help  out  some,  on  the  condi- 
tion that  the  survivors  modernize  and  economize. 
This  led  to  some  cheap  and  unreliable  watches. 

But  a  handful  of  companies  continued  right 
along,  producing  classic  watches  just  as  they  had 
for  decades.  They  continued,  and  continue,  to  sell. 
After  more  than  a  decade  of  quartz  mania  and 
sale  stagnation,  American  sales  of  high-qualit}'' 
mechanical — not  quartz — watches  are  now  atj 
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PATEK  PHILIPPE  CALATRAVA.  If  a  Rolex  is 
your  reward  for  your  first  big  deal,  a  Patek 
Philippe  is  what  you  buy  when  you  make 
partner.  Pateks  are  among  the  few  watches 
in  the  world  for  which  there  should  be  in- 
vestment counselors,  because  they  often  ap- 
preciate over  time.  The  Calatrava  line  has 
been  around  over  60  years,  though  it  has 
changed  somewhat.  The  collector  watches 
that  have  brought  the  highest  prices  at  auc- 
tion— $1.7  million  in  one  case — have  been 
Patek  Philippe  Calatravas.  The  company  also 
makes  a  Perpetual  Calendar  Repeater,  the 
watch  you  buy  when  you  make  president. 
Prices  approximate.  Patek  Philippe  Calatrava, 
in  18k  gold  on  a  leather  strap.  $8,500.  At 
Tiffany  &  Co.,  800-526-0649. 

JAEGER-LECOULTRE  REVERSO.  Designed  to 
be,  believe  it  or  not,  a  rugged  dress  watch, 
Jaeger-LeCoultre's  Reverse  flips  over  to  effec- 
tively hide  its  crystal,  thereby  protecting  crys- 
tal, face  and  movement.  Steadily  improved 
over  65  years,  one  new  version  has  two  faces 
so  that  its  owner  can  keep  track  of  time  in 
two  time  zones.  While  not  among  the  best- 
known  watch  companies,  Jaeger-LeCoultre  is 
highly  respected  among  watch  savants  for  its 
quality  of  workmanship  and  design. 
Jaeger-LeCoultre  Reverso  Duo,  in  18k  white 
gold  on  a  crocodile  strap.  $1 1,600.  At  Jaeger- 
LeCoultre,  800-JLC-TIME. 
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record  levels,  with  the  best  sellers  behig  watches 
that  have  been  around  in  more  or  less  the  same 
form  for  years.  Once  again  the  Swiss  are  feed- 
ing the  European  market  with  new  fashions — 
the  current  crop  in\'olves  many  watches  with 
brightly  colored  faces  and  bands,  and  watches 
that  would  be  just  right  for  Robocop,  so  much 
do  they  appear  to  have  been  assembled  of,  say, 
bicycle  and  lawnmower  parts.  They  ^vill  be  vcn 
cool  for  the  next  year  or  two,  but  by  the  new 
millennium  they  will  be  as  dated  as  Tickle-Mc 
Elmo.  Meanwhile,  American  buy- 
ers are  flocking  to  the  classic — 
L     timeless  would  be  the  wronii; 


word,  wouldn't  it? — styling 
of  watches  that  their  fathers 
and  even  grandfathers  bought, 
often  for  the  same  reason  father 
and  grandfather  had:  as  a  cele- 
bration of  achievement  and  suc- 
cess, a  recognition  that  with 
maturity,  style  becomes  more 
important  than  fashion. 
These  are  mechanical 
watches.  A  spring  in- 
side, wound  by  hand 
or,  in  the  case  of  auto- 
matic movements,  a 
weight  called  a  rotor, 
powers  a  balance  wheel 
that  regulates  the  move- 
ment of  the  hands  that 
tell  the  time.  None  is  as  accu- 
rate as  the  most  accurate  quartz 
watches,  and  only  a  few  are  as  ac- 
curate as  the  least  accurate  quartz 
watches,  the  ones  you  get  for  free 
with  a  kiddie  meal  at  a  hamburger 
stand.  It  doesn't  matter.  An 
unscientific  survey  of  several 
dozen  watch  experts  pro- 
duced one  common  thread: 
mechanical  watches  have  soul, 
have  workmanship,  have  intrinsic 
value  that  cannot  be  found  in  quartz  timepieces. 
It  is  this  fact,  and  not  a  Luddite,  reactionary  long- 
ing for  the  old  days,  that  makes  these  watches  so 
popular.  There  are  people  today  who  willingly 
pay  the  price  of  a  new  car  for  a  fine  wristwatch. 
You  can  bet  that  its  movement  isn't  quartz. 

Here,  then,  in  no  particular  order,  are  the 
timefiil  classics.  There  are  others,  many  others, 
by  a  variety  of  fine  watchmakers,  all  of  which 
transcend  mere  fashion.  But  these  are  the  ones 


% 


that  were  there  first,  and  endure. 
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BREITLING  NAVITIMER.  While  you  don't 
know  it  by  name,  the  Navitimer  is  what 
Tom  Wolfe  had  in  mind  when  he  wrote 
of  the  terrific  watches  worn  by  pilots 
(though  once  I  heard  a  pilot  described 
k)  I  thusly:  "He's  all  watch,"  which  was  not 
a  compliment).  It  is  huge  and  covered 
with  numbers,  dials  (called  registers) 
and  a  rotating  outer  chapter  (sometimes 
called  a  bezel)  engraved  with  a  pilot's 
E-6b  slide  rule.  The  Navitimer  announces 
that  its  wearer  is  a  very  competent 
person  who  could  probably  vaporize  you 
with  a  glance.  Today  Breitling  also 


makes  a  line  of  handsome  quartz  watches 
(Saddam  Hussein  equipped  his  air 
force  with  Breitling  quartz  models,  and 
the  company  now  offers  a  quartz  piece, 
the  "Emergency,"  which  contains  a 
miniature  transmitter  that  broadcasts 
a  locator  beacon  on  the  aircraft  emer- 
gency frequency.  The  pilot's  watch  for 
pilots  who  crash.  Saddam?) 
Breitling  Old  Navitimer,  in  steel  on  a 
steel  bracelet.  $3,775.  At  Breitling, 
800-641-7343. 

OMEGA  SPEEDMASTER  PROFES- 
SIONAL. A  piece  of  history,  the 
Speedmaster  Professional  "Moon 
Watch"  is  the  only  piece  of  equip- 
ment that  the  Gemini,  Apollo 
and  Space  Shuttle  programs  have 
in  common.  It  is  to  astronauts 
as  the  Navitimer  is  to  pilots.  Its 
advantage  is  in  being  extremely 
sturdy.  Its  lone  complication  is 
its  chronograph  movement, 
which  means  that  it  has  a  stop- 
watch that  can  time  events — 
which  proved  very  useful  when 
the  astronauts  aboard  Apollo  13 
needed  to  time  a  rocket  burn  that 
put  their  crippled  space  capsule  on 
course  for  Earth.  Omega  has  made 
much  of  this,  though  in  truth  any 
watch  with  a  second  hand  would  have 
been  sufficiently  accurate  to  time  the 
burn.  There  is  talk  in  the  watch  world  of 
something  called  the  X-33,  the  next  gen- 
eration of  space  watch  now  under  devel- 
opment by  Omega. 

Omega  Speedmaster  Professional  Moon 
Watch,  in  steel  on  a  steel  bracelet. 
$2,295.  At  Omega,  800-76OMEGA 


"^  mechanical  watches 
have  soul,  workmanship 
""and  intrinsic  value 
f  not  found  in  quartz 
timepieces. 
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ROLEX  PRESIDENT.  This  is  actually  one 
of  a  long  and  distinguished  series  of 
watches  that  have  in  common  only  the 
waterproof  case  that  houses  their  move- 
ments. There  are  more  expensive 
watches,  and  more  complicated  watches, 
and  prettier  watches,  and  even  more   . 
accurate  watches,  but  it  doesn't  seem  to 
matter.  The  President  is  the  gorgeous 
sport-dress  watch  with  the  day  of  the 
week  spelled  out  in  a  window  on  the  dial. 
Rolex  Oyster  Perpetual  Day-Date 
President,  in  18k  gold  on  a  gold  bracelet. 
$15,900.  At  Rolex,  800-36-ROLEX. 


CARTIER  TANK  WATCH.  The  standard 
high-class  gift  upon  retirement,  this 
watch  was  inspired  by  the  military  tanks 
of  World  War  I.  Louis  Cartier  designed  a 
watch  that  resembled  a  tank  viewed 
from  above.  The  first  one  was  presented 
to  Gen.  John  "Black  Jack" 
Pershing,  whose  personal 
transportation  tastes  actually 
might  have  inspired  the  Cartier 
Horse  Watch.  Now  offered  in  a 
variety  of  face  colors,  the  Cart- 
ier Tank  Watch  can  be  redialed 
and  restrapped  to  fit  the  fash- 
ion. The  plain  gold  model  is 
not,  never  has  been,  and  never 
will  be,  out  of  style.  All  have  the  distinc- 
tive blue  sapphire  in  the  crown. 
Cartier  Louis  Cartier  Tank  Watch  in  18k 
gold  on  a  crocodile  strap.  $4,350.  At 
Cartier,  800-CARTIER. 

BLANCPAIN  ULTRA-SLIM.  Blancpain  ad- 
vertises that  it  has  never  made  a  quartz 
watch  and  never  will.  The  Ultra-Slim  is 
dress  watch  qua  dress  watch,  round,  gold 
or  platinum,  Roman  numerals  (including 
the  peculiar  IIII  instead  of  IV)  and  no  sec- 
ond hand.  Incredibly  thin,  each  watch  is 
shepherded  through  its  manufacture  by  a 
single  watchmaker.  A  timepiece  so  ele- 
gant it  can  make  your  clothes  look  cheap. 
Blancpain  Ultra-Slim  in  18k  yellow  gold 
on  a  leather  strap.  $9,450.  At  Blancpain, 
800-594-3322.  • 


Dennis  E.  Powell  writes  often  about  tech- 
nology, aviation  and  computers. 
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AMERICAN  BUYERS  ARE  FLOCKING  TO 

THE  CLASSIC— TIMELESS  WOULD 

BE  THE  WRONG  WORD,  WOULDN'T 

IT?— STYLING  THAT  THEIR  FATHERS  AND 


EVEN  GRANDFATHERS  BOUGHT.  ^ 


More  Beluga  Please 


Luxury  suites,  cotton  sheets,  a  gourmet  chef  and  a  concierge. 
a  few  select  hospitals  are  giving  patients  five-star  treatment 


EVERY  AFTERNOON,  BETWEEN  THREE  AND  FIVE,  HIGH  ABOVE  NEW  YORK'S 

Fifth  Avenue,  the  usual  quiet  ot  Eleven  West  is  broken  by  the  soft  rustle  of 
white  linen  cloths  and  the  cUnk  of  silver  and  china  as  high  tea  is  served  room 
by  room.  Outside  a  large  picture  window  lie  the  tranquil,  verdant  vistas  of 
Central  Park  and  the  eclectic  skyline  of  the  Upper  West  Side.  A  basket  of 
fresh  flowers  blooms  on  a  Chippendale-style  writing  desk.  Down  the  hall, 
a  concierge  waits  to  take  your  dinner  order,  provide  a  video  from  a  list  of  over 
950  titles,  arrange  for  a  manicure  or  massage,  or  send  up  that  magazine  or 
best-seller  you  wanted  to  read.  No,  this  is  not  a  hitherto  unknown  outpost  of 
the  Four  Seasons  or  the  Ritz,  but  a  19-room  wing  of  the  Mt.  Sinai  Medical 
Center,  one  of  the  nation's  leading  hospitals.  It's  enough  to  make  one  almost 
want  to  get  sick,  seriously  sick,  at  least  for  a  weekend.  O  Welcome  to  the 
new  health  care  revolution  of  the  late  twentieth  century,  where  the  motto 
might  be  "Don't  think  of  it  as  invasive  surgery,  but  as  a  chance  for  a  lux- 
ury getaway."  O  Spend  a  night  in  many  standard  hospital  rooms  and  you 
may  feel  as  if  you've  just  survived  the  medical  equivalent  of  a  red-eye  flight. 
The  decor  is  early  vinyl,  done  in  primary  Crayola  colors.  Breakfast  is  at  7 
a.m.,  dinner  at  4:30  p.m.,  and  Jell-O  is  considered  a  major  food  group. 
Staffing  cutbacks  have  so  decimated  the  supply  of  nurses  that  some  institu- 
tions are  now  training  kitchen  staff  and  environmental  service  workers,  pre- 


By  Lyric  Wallwork  Winik    •    Illustrations  By  Lisa  Nilsson 


rvi 


FORBES  157 


viously  known  as  janitors,  to  perform  basic  medical  tasks. 

Here  at  Mt.  Sinai  and  a  few  other  top  hospitals,  how- 
ever, sheets  are  250-count  cotton,  the  bathrooms  are  mar- 
ble and  stocked  with  toiletries,  and  there  is  ample  room  to 
accommodate  a  nice  seating  group  of  leather  wing  chairs 
and  a  brocade  sofa.  And  here  no  call  button  is  pressed  in 
vain.  Hospital  personnel  not  only  come  when  summoned 
but  are  eagerly  waiting  to  cater  to  your  every  need, 
whether  it's  as  modest  as  an  eyeglass  repair  or  as  monu- 
mental as  where  to  buy  a  boat  for  your  son,  or  even  just  ar- 
ranging for  a  private  place  where  you  and  several  friends 
can  take  in  a  pay-per-view  boxing 
match,  accompanied  by  snacks 
and  cigars.  (Johns  Hopkins  medi- 
cal center's  Marburg  Pavilion  in 
Baltimore  has  provided  all  three, 
the  last  off  the  nonsmoking  hospi- 
tal grounds.) 

"It's  our  dream  to  be  the  Ritz- 
Carlton  of  the  health  care  indus- 
try," says  Toby  Gordon,  Hopkins's 
marketing  vice  president  and  one 
of  the  designers  of  the  Marburg 
Pavilion.  To  that  end,  Marburg 
staffers  have  been  "service  trained" 
by  the  Ritz  and  Disney — "Would 
you  prefer  that  Demerol  shot  in 
the  right  or  left  buttock,  sir?"  Mar- 
burg's motto  is  safety,  courtesy,  re- 
spect, commitment  and  teamwork, 
as  well  as  noiseless  carts  and  doors 
that  don't  bang. 

Not  long  ago  I  treaded  lightly 
into  this  world  beyond  the  reach  of 
"managed  care,"  and  I  can  report 
that  floors  are  nicely  carpeted,  or, 
in  the  case  of  the  Hopkins's  Mar- 
burg Pavilion,  covered  in  a  rich, 
specially  treated  parquet  wood.  For 
those  who  wonder  if  "hotel-style 
accommodations"  is  really  a  eu- 


equipment  and  oxygen  lines  are  aesthetically  concealed 
behind  movable  paintings  or  inside  discreet  wooden  wall 
cabinets,  and  there  are  no  more  noisy  overhead  paging 
systems.  Calls  go  directly  and  quietly  to  nurses'  pagers. 
Separate  kitchens,  staffed  with  culinary  school  graduates 
and  restaurant  chefs,  operate  almost  around  the  clock, 
preparing  such  items  as  rack  of  lamb,  broiled  lobster  tails 
and  dessert  samplers — doctor's  orders  permitting — to  be 
served  at  the  hour  of  your  choosing. 

On  these  select  floors,  multi-tiered  food  service  carts 
and  their  clattering,  plastic  trays  are  gone.  "Room  service" 

is  in  full  force.  Meals  are  pre- 
sented, often  course  by  course,  by 
bow-tied,  black-jacketed  waiters 
from  rolling,  linen-covered  ta- 
bles. Johns  Hopkins  patients  dine 
off  Villeroy  &  Boch  china  deli- 
cately emblazoned  with  the 
Hopkins  emblem,  while  Wash- 
ington Hospital  Center's  Pavilion, 
in  the  District  of  Columbia,  of- 
fers patients  a  printed  selection  of 
"wines,  spirits,  beers  and  cordials" 
to  accompany  their  luncheon  and 
dinner  menus.  For  added  com- 
fort, the  Sue  Fondren  Trammell 
Pavilion  at  the  Methodist  Hos- 
pital in  Houston  also  provides  pa- 
tients with  queen-size  four-poster 
beds,  complete  with  comforter 
and  bed  skirt.  And  while  no  one 
has  yet  devised  an  alternative  to 
those  back-draft  hospital  gowns, 
patients  are  encouraged  to  bring 
their  own  pajamas. 

Most  high-end  hospital  rooms 
can  also  accommodate  overnight 
stays  by  patients'  family  and 
friends  on  pull-out  couches  or 
roll-away  beds,  for  free  or  at  a 
competitive  charge.  Johns  Hop- 


Marburg  Pavilion  staffers  have  been  "service  trained"  by  the  Ritz  and  Disney — "Would 
J  YOU  prefer  that  Demerol  shot  in  the  right  or  left  buttock,  sir?"  O 


phemism  for  Medical  Motel  6,  rest  assured  that  ma- 
hogany and  cherry  wood  furniture  is  standard,  and  the 
color  schemes  have  been  selected  with  a  designer's  care. 
"The  debates  over  fabric  go  on  for  months,"  sighs  Gor- 
don. (At  the  Marburg  Pavilion,  the  hallways  and  common 
areas  are  furnished  with  stately  antiques  from  the  collec- 
tion of  Hopkins's  first  chief  of  surgery.  Dr.  William 
Halsted,  better  known  for  introducing  gloves  to  the  op- 
erating room.) 

In  Marburg  and  other  luxury  patient  rooms,  medical 


kins  offers  a  family  "turn-down  service,"  which  includes 
a  puU-out  bed  and  three  meals  for  an  additional  $100  per 
night.  'We  plan  to  put  a  chocolate  on  every  pillow,"  Toby 
Gordon  promises. 

"It  is  like  running  a  hotel  where  the  guests  don't  leave 
during  the  day,"  explains  Lisa  Hogarty,  an  elegant 
blonde  in  a  stylish  blue  suit,  who  spent  four  years  work- 
ing at  the  Pierre,  a  Four  Seasons  hotel,  before  she  came 
to  Mt.  Sinai  to  oversee  the  Eleven  West  Unit.  Hogarty 
recruits  many  of  the  unit's  personnel  from  the  world 
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inging  power  of  the  incredibkBubble /shaft.  No  wonder  the 
iabble  2™  has  quickly  becomeSi  Me  with  Tour  players  and 
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apply  patented  Taylor  Made®  Raylor®  technology  to  launch  higher, 
softer  shots.  A  great  way  to  escape  from  hardpan  and  deep  rough 
—  as  well  as  your  holiday  shopping  dilemma. 
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/j     Cedars-Sinai  Medical  Center  in  Los  Angeles  employs  a  range  of  mea- 

/SURES  TO  PROTECT  PATIENT  PRIVACY,  INCLUDING  A  SPECIAL,  IN-HOUSE  SECURITY  STAFF.  O 


of  hotel  and  restaurant 
management. 

But  more  than  provid- 
ing mere  creature  com- 
forts, along  with  medical 
care,  these  hospital  units 
are  designed  to  cater  to  a 
person's  every  whim  and 
need.  "If  it's  not  illegal, 
it  will  be  taken  care  of," 
Glendora  Lawson,  head 
nurse  of  the  Washington 
Hospital  Center's  Pavi- 
lion, assures  me. 

At  Mt.  Sinai,  Lisa 
Hogarty  has  sent  her  staff 
scurrying  to  Brooks  Bro- 
thers to  buy  cotton  paja- 
mas for  a  top  magazine 
editor,  or  to  Broadway 
to  reserve  theater  tickets 
for  patients'  families.  She 
was  once  given  two  hours  to  provide  a  bidet  for  incom- 
ing Saudi  royalty.  There  wasn't  enough  time  to  rip  up 
the  tile  floor  and  reroute  the  hospital  plumbing,  so  she  de- 
vised a  solution  consisting  of  a  long,  brass-trimmed 
shower  nozzle. 

Luxury  services  extend  even  in  cases  where  the  life  of 
the  patient  has  not  been  similarly  prolonged.  Mt.  Sinai's 
staff  recently  did  some  "comparison  shopping"  among  fu- 
neral service  purveyors  for  a  family  who  wished  to  cre- 
mate their  dearly  departed's  remains  at  a  reasonable  price. 
Facing  an  equally  delicate  predicament,  another  hospi- 
tal found  itself  discreetly  renovating  a  pink  and  mauve 
colored  suite  after  a  live  goat  was  smuggled  in  and  sacri- 
ficed en  chambre  to  ensure  the  good  health  of  a  royal  pa- 
tient. Animal  sacrifice  on  hospital  property  is,  however, 
not  encouraged.  But,  like  her  colleagues,  Houston 
Methodist's  administrative  liaison  Nancy  Waddell  says, 
"Even  if  we  have  to  say  'no'  to  something,  we  try  to  do  it 
in  a  positive  way." 

Given  the  high-rolling  patients  who  attend  these  hos- 
pital suites,  "pulling  the  plug"  takes  on  new  meaning  for 
staff.  Or  ars  moriendi  meets  the  art  of  the  deal.  Johns 
Hopkins  places  private  fax  machines  in  each  room. 
"Touch  I  on  your  bedside  phone"  and  Washington 
Hospital  Center  will  produce  a  laptop  with  spreadsheet 
and  word  processing  programs.  FedEx  deHvery  is  between 
ID  a.m.  and  2  p.m.  Houston's  Methodist  Hospital  has  a 
separate  business  center,  complete  with  notary  and  finan- 
cial services  and  full  computer  and  Internet  access.  And  at 


the  end  of  the  business 
day?  The  fully  stocked 
minibar  fridge  is  stan- 
dard in  most  rooms. 

Indeed,  "food  is  very 
important  to  our  patients," 
explains  Toby  Gordon 
of  Johns  Hopkins,  ap- 
propriately enough  over 
lunch.  Hopkins'  chef  ac- 
tually grows  his  own  herbs 
in  large  urns  on  the  Pav- 
ilion's outdoor  balconies 
and  is  well  versed  in  cur- 
ries, although  on  this  day 
a  grilled  tuna  Caesar 
salad  from  the  famed 
kitchen  proved  to  be  a 
rather  unhappy  marriage 
of  very  soggy  greens  and 
very  dry  tuna.  Washing- 
ton Hospital  Center's 
Glendora  Lawson  has  sent  her  nurses  into  the  kitchen  to 
grill  hamburgers  or  prepare  sandwiches  for  patients  who 
woke  up  hungry  between  2  a.m.  and  6  a.m.,  when  the 
Pavilion's  kitchen  is  usually  closed.  During  regular  hours, 
the  floor  chefs  also  bake  custom  cakes  for  birthdays  and 
other  occasions.  Houston  Methodist  even  hosts  catered 
unit  socials  and  parties  for  holidays. 

But  the  culinary  apex  of  modern  medicine  may  well  be 
Mt.  Sinai's  million-and-a-half-dollar  kitchen,  which 
maintains  a  butcher  and  fish  fiUet-er  on  staff,  as  well  as  an 
international  array  of  five  chefs,  including  two  who  spe- 
cialize in  Asian  cuisine  and  who  will  make  sushi  or  kim- 
chi  to  order.  Sinai's  kitchen  bakes  its  own  bread  and 
arranges  fresh  fruit  plates  in  the  shape  of  flowers.  The 
peach  coulis  accenting  the  sour-cream  coffee  cake  is  ri- 
valed only  by  the  blend  of  freshly  chopped  tarragon,  gar- 
lic and  chervil  lightly  coating  the  rack  of  lamb. 

Peter,  the  executive  chef,  and  his  charges  also  make 
rounds.  Literally.  In  their  white  jackets  and  puffy  hats, 
charts  in  hand,  they  visit  individual  patients  to  work  out 
menus  and  inquire  how  they  like  their  food  prepared, 
down  to  their  preferred  portion  size,  garnishing  and  sea- 
soning. Patients  being  discharged  are  often  sent  home 
with  culinary  care  packages,  such  as  a  large  container  of 
a  favorite  soup.  'We'U  even  give  them  the  recipes  if  they 
want,"  Chef  Peter  says. 

And  all  this  pampering,  it  should  be  pointed  out,  is  not 
just  for  the  aches  and  bruises  of  the  nose  job  and  tummy 
tuck  crowd.  Most  of  these  high-end  units  can  and  do  han- 
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die  serious  medical  cases,  including  postoperative  patients, 
transplant  recipients,  cardiac  patients,  stroke  victims,  even 
those  just  out  of  intensive  care.  At  Mt.  Sinai,  approximately 
30%  of  the  patients  in  Eleven  West  are  cancer  patients 
being  treated  by  the  oncology  staff.  Washington  Hospital 
Center,  which  has  a  large  heart  surgery  program,  is  equip- 
ped to  provide  cardiac  telemetry  monitoring  in  each  room. 
At  Johns  Hopkins,  the  chief  of  surgery  was  intimately  in- 
volved in  the  design  of  the 
Marburg  Pavilion. 

Many  of  these  special  un- 
its also  offer  lower  nurse-to- 
patient  ratios  and/or  an  in- 
creased number  of  support 
staff  to  provide  for  patient 
needs.  At  Mt.  Sinai,  for  ex- 
ample, a  patient  is  assigned 
a  team  of  health  care  pro- 
viders, from  nurses  to  the 
orderlies  who  transport  him 
to  X-ray,  and  that  same 
team  cares  for  the  patient  if 
he  returns  to  Eleven  West. 

"It's  a  thousand  little  de- 
tails that  set  the  unit  apart," 
explains  Toby  Gordon, 
"many  of  which  don't  con- 
sciously register,  but  do  on  a 
subconscious  level."  At 
Hopkins,  some  of  those  de- 
tails include  training  night 
nurses  to  change  intra- 
venous bags  and  perform 
other  duties  using  flash 
lights  instead  of  turning  on 
an  overhead,  so  as  not  to 


ploys  a  range  of  measures  to  protect  patient  privacy,  in- 
cluding a  special,  in-house  security  staff.  Cedars,  which 
broadcasts  its  own  television  comedy  channel  and  has  an 
extensive  modern  art  collection  with  works  by  Pablo 
Picasso  and  Jasper  Johns,  also  dispatches  "patient  relations 
representatives"  to  address  the  needs  of  anyone  admitted 
to  the  hospital's  upper-floor  suites. 

On  occasion,  though,  some  security  measures  may 

work  a  bit  too  well.  When 
ABC  news  anchor  Peter 
Jennings  showed  up  at 
Johns  Hopkins  for  an  eye 
exam,  a  security  guard  im- 
mediately recognized  the 
suave  Canadian  and,  fol- 
lowing hospital  rules  to  re- 
strict media  access,  all  but 
barred  the  door. 

But  most  securitv'  pre- 
cautions pale  when  compared 
to  the  7  East  International 
Unit,  located  at  Sibley  Mem- 
orial Hospital,  overlooking 
the  Potomac  River  in  north- 
west Washington,  D.C. 
Designed  in  consultation 
with  the  U.S.  State  Depart- 
ment, 7  East  has  a  two-tier 
security  svstem,  with  two 
separate  camera-ready  sur- 
veillance rooms,  able  to  ac- 
commodate government 
security  forces  and  private 
bodyguards.  There  are  cam- 
eras inside  and  outside  the 
unit,  as  well  as  motion  de- 


One  hospital's  staff  discreetly  renovated  a  suite  after  a  live  goat  was  smuggled  in  and 
sacrificed  in  the  room  to  ensure  the  good  health  of  a  royal  patient.  o 


wake  the  patient.  Marburg  also  uses  a  silent,  infrared  call 
system  for  its  nurses.  In  addition,  each  room  has  a  "do  not 
disturb"  and  "please  knock  before  entering"  sign  that  can 
be  hung  on  the  door.  And  when  terry  cloth  bathrobes 
proved  to  be  too  heavy  for  many  patients  and  unable  to 
comfortably  accommodate  I.V.  lines  and  other  devices, 
Marburg  went  shopping  and  found  monogrammed  robes 
in  a  soft  cotton  waffle  weave. 

These  units  also  hope  you'll  take  comfort  from  some 
things  you  can't  see.  All  offer  increased  levels  of  security, 
ranging  from  separate  entrances  and  surveillance  cameras 
to  hospital  admission  under  aliases  and  specially  locked 
unit  doors.  Cedars-Sinai  Medical  Center  in  Los  Angeles, 
a  frequent  choice  of  celebrity  patients  like  Elizabeth 
Taylor,  Michael  Jackson's  baby  and  Frank  Sinatra,  em- 


tectors  in  the  surrounding  halls,  stairwells  and  ceilings.  No 
one  can  come  or  go  except  through  heavy,  permanently 
locked  double  doors. 

Inside,  the  Sibley  unit  can  accommodate  the  upper  ech- 
elon of  a  small  country.  There  are  two  private  dining  areas 
for  the  patient's  family,  associates  and  staff,  plus  separate 
sleep,  sitting  and  reception  areas  for  family,  diplomats  and 
employees,  as  well  as  teleconferencing  and  direct  sateUite 
link  services.  Meals  will  be  pro\ided  for  as  many  as  50  staff 
members  and  companions  at  an  additional  charge.  The 
unit  even  has  a  designated  "sleep  room"  with  a  queen-size, 
floral-covered  bed  for  an  attending  physician. 

The  entire  7  East  wing  rents  for  $10,000  per  night,  and 
cost  is  at  least  one  area  where  you  may  be  happy  you  did- 
n't opt  tor  the  royal  treatment  at  a  luxury  hospital.  Unless 
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Examine  our  classic  collection  of  Beretta  Sport    field  clothing  and  sportswear, 

luggage  and  shooting  accessories. ..and,  our  incomparable  line  of  fine  sporting  arms. 

Beretta  Gallery,  the  store  for  those  who  share  a  passion  for  tradition  and  style. 


BERETTA^GALLERY 


718  Madison  Avenue,  New  York  (Between  63rd  and  64th),  Tel.  2  I  2-319-3235  •  41  Highland  Park  VilKige,  Dallas,  Icl.  214-559-9800. 


This  Game. 


riclDDV  On  Sea  Island, 

^     .J    1    i    /  find  gladness 
I  o   /;;>     at  every  turn. 
-*-^-'-^*   In  legendary  golf 
and  tennis,  in  spa  and  sea. 
n  an  array  of  world-admired, 
Mobil  Five-Star  Cloister 
amenities.  And  in  the  spontaneous 
warmth  and  cheer  of  our  staff. 
Bright  days  brim  with  family 
programs,  new  experiences, 
marvelous  weather,  shining  spirits. 
Visit  us,  won't  you? 

CallSOO-SEAISLAnd. 

The  Cloister, 

Sea  Island, 

Georgia  31561. 
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THE  CLOISTER* 


one  is  a  beneficiary  of  an  extraordi- 
narily generous  insurance  plan,  or  a 
member  of  a  wealthy  Saudi  family, 
which  is  apparently  large  enough 
and  sickly  enough  to  need  frequent 
high-end  health  care,  patients  on 
these  elite  floors  pick  up  the  tab 
themselves.  Those  additional  charges 
can  be  as  little  as  $250  above  the 
cost  of  a  standard  private  room  at 
Houston  Methodist  for  a  small  suite, 
to  a  $1,000  upcharge  for  an  875- 
square-foot  room  with  a  Central 
Parkview  at  Mt.  Sinai,  which  calcu- 
lates its  room  costs  based  on  views 
and  square  footage. 

But  for  many  patients  it  is  money 
well  spent. 

"I  thought  about  the  extra  cost 
and  it  was  a  short  dilemma,"  says 
Claudia  Caine,  who  spent  three 
nights  in  Mt.  Sinai's  Eleven  West 
recovering  from  surgery.  She  re- 
members waking  up  from  a  post- 
surgical slumber  to  the  sight  of 
several  friends  having  tea. 

"Of  all  the  times  in  your  life  you 
want  to  be  pampered  and  taken  care 
of  in  the  best  possible  setting,  this  is 
the  time.  You  feel  like  you're  the  only 
person  on  the  entire  floor,"  Caine 
adds.  "The  whole  staff  acts  like 
they're  not  doing  anything  but  wait- 
ing for  you,  and  only  you.  There  was 
a  part  of  me  that  really  didn't  want 
to  go  home." 

Finally,  like  any  good  hotel,  five- 
star  hospitals  depend  on  repeat  busi- 
ness. Returning  "guests,"  in  fact, 
account  for  over  50%  of  some  units' 
admissions. 

"Everything  is  better,"  says  Jack 
Mooney,  an  insurance  claims  ad- 
juster, who  has  made  about  25  visits 
to  Johns  Hopkins's  Marburg  Pav- 
ilion for  treatment  of  a  life-threaten- 
ing illness.  "The  blankets  and  sheets 
are  so  much  nicer,  and  with  the  hos- 
pital staff  it's  almost  like  coming 
back  to  family." 

Mooney,  by  the  way,  recommends 
the  chefs  Beef  Wellington.  • 

Lyric  Wallwork  Winik  isacon- 
tributing  editor  for  Parade  magazine.         If  lY 


TAKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 

The  FORBES  Stock 
Market  Course 


Ivery  investor  should  own  The  Forbes  Stock 
[arket  Course,  the  practical  handbook  that 

novides  the  goals  of  today's  smartest 
investors  —  and  the  strategies  they  use  to 
reach  them. 


PARTIAL  LIST  OF  TOPICS 


Howto  choose  a  broker — Broker  commissions — Howto  place 
an  order  —  Sources  of  information  —  Market  patterns  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
How  to  read  a  company's  financial  statement — Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  porifolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  bu\ing  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  mone\  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  xs  a  straight  "read- 
through  "  or  refer  to  the  individuid  topics  ius  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearh  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  far  less 
than  investment  courses  at  locid  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
AND  Guarantee 


NAME 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  799 

n  Check  for  $89.50  enclosed*    H  Charge  my  credit  card 
D  Amex    D  MasterCard     i  i  Visa     n  Diners  Club 


ADDRESS 


Name: 


CITY 


STATE 


ZIP 


Number: 


Exp.  Date: 


*RiiVcis  In  New  York  City  ddd  8  1/4%  sales  tax-  other  NY,  t'.A,  ;ind  IL  as  required  hy  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 
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When  you  have 
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All  prices  approximate; 

for  details,  see 
LAST  PAGE.  Hydro  Hull 

longboard  with 

hand-painted  fade,  by 

Stewart  Surfboards. 

$665.  Opposite:  William 

double-buckle  shoe, 

ready-made,  $710, 

OR  CUSTOM,  $2,500,  BY  John 

LoBB  Paris  at  Hermes. 


m  lih  it 

custom-made,  you  get  exactly  what  you  want 
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Photographs  By  Michael  Myers  •   Produced  By  Mark   Grischkp 


Why  settle  for  off-the-rack  whe  j 
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Tanzanite-and-platinum  cuff  tjnks  with  gushion-cut  stones  in  bezel  settings, 

BY  Sasson-Thomas,  New  York.  $6,000.  Opposite:  Alfred  Dunhill  DB7  Aston 

Martin,  inspired  by  Alfred  Dunmill's  Millennium  watch,  with  custom  su-ver  paint 

JOB,  brushed  aluminum  Millennium  console,  and— what  else?— a  humidor. 


Du  can  have  made-to-measure? 
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NEW  ENGLAND 


CUSTOM    BOOTMAKERS    SINCE     1884 
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ALDEN   SHOE    COMPANY      1  -  800  -  3  2  5 -42  5  2 

1  Taunton  Street,  Middlehorough,  MA  02346  Please  call  for  brochure  and  store  listing. 


Cool  ^ 


A  guide  to  the  good  life,  Your  guide 
to  leisure,  igniting  your  passion  for  the 
ultimate  in  executive  lifestyles  and 
leisure  time. 
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SPONSORED  BY 

STOLICHNAYA 
RUSSIAN  VODKA 
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The  Details 


STEWART  SURFBOARDS:  You 
could ]ns,t  walk  into  a  surf  shop  and 
buy  a  Stewart  board,  but  why  not 
design  your  own?  Of  course,  you'll 
have  to  divulge  your  height,  weight 
and  ability,  but  you  can  ask  for  cus- 
tom artwork:  they'll  even  use  lami- 
nates of  favorite  photos.  Prices  start 
at  $550,  and  you'll  have  your  board 
in  four  to  six  weeks.  Stewart  Surf- 
boards, San  Clemente,  California. 
800-265-8882. 

JOHN  LOBB  AT  HERMES:  John 
Lobb  Paris,  owned  by  Hermes,  of- 
fers custom  service  on  this  side  of  the 
Atlantic.  Shoe  guru  Alain  Sazarin 
will  measure  your  feet,  go  back  to 
Paris  and  return  in  a  few  months 
with  a  sample  pair.  He  goes  back  to 
Paris  again,  and  you'll  see  finished 
shoes  four  months  later.  The  price, 
including  lasts,  is  $2,500;  call  212-751- 
3181  for  details.  John  Lobb  also  sells 
ready-mades  through  Hermes,  800- 
441-4488. 

SASSON-THOMAS:  Sasson  and 
Thomas  design  and  manufacture  all 
types  of  men's  and  women's  jewelry, 
including  tie  pins,  money  clips  and 
cufflinks.  They  can  replace  stones; 
create  matches  for  a  lost  or  damaged 
set;  or,  working  with  you  by  phone, 
fax  or  appointment,  they  can  design 
and  make  a  pair  of  cuff  links,  from 
scratch,  in  about  four  weeks.  Sasson- 
Thomas,  New  York,  212-697-4998. 

ASTON  MARTIN  AND  ALFRED 
DUNHILL:  Aston  Martin  had  a 
great  run  in  the  '50s  and  '60s  with  its 
DB4  series,  and  drew  on  that  legacy 
in  designing  the  DB7.  Alfred  Dun- 
hiU  jacked  up  the  luxur)'  quotient  an- 
other notch,  adding  retro-modern 
touches  from  its  Millennium  collec- 
tion of  men's  accessories.  Production 
of  the  AD  DB7  will  be  very  limited; 
but  they're  happy  to  take  orders  now. 
Aston  Martin  USA,  201-818-8351.  • 


i 


--Jf 


/■ 


4' 


jl^Kjt 


-<-i. 


V 


1 


l/ic  .\  (I III  10  of  hispiidl iofi 
The  brilliance  of  light  on  water,  the 
artistry  of  rigging,  the  certainty  of  a 
compass.  A  calculated  balance  on  your 


wrist  and  the  fine,  smooth  finish  of 


steel.  With  an  exclusive  twenty  five 
year  limited  warranty  to  support  all 
of  this  creativity  who  could  resist 
yielding  to  impulse.  Accutron. 
Designed  in  America,  handcrafted  in 
Switzerland.  Accutron  by  Bulova, 
priced  from  $300  to  $1100. 

^Accutron 

DESIGNED     FOR      TIME 


ARABLE  AT  FINE  JEWELERS^  FOR  IN 


DON'I  SLtEPWALK  YOUR  WAY 
THROUGH  lOKYO. 


low  the  feeling?  Up  most  of  the  night,  half  asleep  all  the  next  day.  Another 
case  of  jet  lag. 

What  can  you  do?  Head  for  the  Hotel  Okura  and  enroll  in  our  unique  Jet  Lag  Plan. 
Specially  designed  to  get  jet  laggers  up  on  their  feet  and  raring  to  go,  it  includes  a  Light 
Box  to  help  put  your  body's  clock  back  on  schedule,  a  Health  Club  workout  and  Jet 
Bath,  Relaxation  Videos,  a  Body  Sonic  Massage,  your  choice  of  pillows  to  help  you  sleep 
better  (we'll  even  remember  your  favorite  for  your  next  visit),  and  special  breakfast  and 
dinner  suggestions  for  extra  energy. 

The  Jet  Lag  Plan  is  only  ¥10,000  extra  per  day,  or  free  for  members  of  the  Okura 
Club  International,  our  special  program  for  frequent  guests.  To  receive  a  free  brochure, 
simply  send  your  name  and  address  to  our  Public  Relations  Office. 
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TOKYO 

\\oU\  Okura  Tokyo:  2-10-4  Toranomon,  Minato-ku,  Tokyo  105,  Japan  Tel:  3-3582-0111  Fax:  3-3582-3707 
Hotel  Okura  Offices  Worldwide:  Hong  Kong  Tel:  2895-1 717  New  York  Tel:  212-755-0733 
Los  Angeles  Tel:  213-488-1477  London  Tel:  01 71-353-4994  Amsterdam  Tel:  020-6787480 

Reservation  Codes:  OC  Internet  access:  http://www.trdvelweb.com;  select  "Independent. Hotels  on  TravelWeb." 

The -Hotel  Okura  is  the  flagship  hotel  of  the  Hotel  Okura  Chain,  and  a  member  of 
The  Leading  Hotels  of  the  World  and  UTELL  International. 
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Something 


BY  MICHAEL  GOLD 


Sort  Of 

Grandish 


Cabaret  may  be  making  a  comeback  to  some  people.  We've  had 
a  great  table  all  along.  FYI's  Blue  Chip  Guide  to  Cafe  Crooners 


w 


hen  was  the  last 
time  someone  sang 
you  a  song?  I  mean 
a  real  live  person, 
looking  you  in  the 


eye,  opening  up  his  or  her  soul,  telling 
you  a  musical  story  in  an  honest  hu- 
man voice  adorned  only  by  a  soft  piano 
or  a  tasteftil  trio? 

In  this  era  of  over-produced  pop- 
rock  extravaganzas,  film  music  that's 
often  as  crippUng  as  the  blockbuster 
sound  effects,  and  digital  con-artistry 
that  has  Natalie  Cole  singing  duets  with  her  long-de- 
parted dad,  there  is  good  news.  People  do  exist  who  will 
sing  you  a  song. 

A  low-level  resurgence  of  cabaret  is  going  on  right 
now,  at  least  in  New  York,  flieled  in  part  by  a  new  gen- 
eration of  singers.  Joining  the  Rosemary  Clooneys,  Julie 
Wilsons  and  Bobby  Shorts  are  such  artists  as  Amanda 
McBroom,  KT  Sullivan  and  Jeff  Harnar,  relative  young- 
sters with  gorgeous  voices  and  powerfidly  dramatic  deliv- 
eries.You  can  find  them  in  intimate  spots  like  New  York's 
Oak  Room  at  the  Algonquin  Hotel,  Cafe  Carlyle,  Rain- 
bow &  Stars,  Eighty-Eights  and  Don't  TeU  Mama;  Los 


Angeles's  Cinegrill  and  Gardenia; 
and  San  Francisco's  Plush  Room. 
They  favor  music  of  the  Great  Amer- 
ican Songbook.  In  the  true  spirit  of 
cabaret,  they  tell  you  their  troubles, 
confess  their  sins  and  share  their  pas- 
sions person-to-person. 

On  the  pages  that  follow,  we  rec- 
ommend some  of  the  best  CDs  bv 
cabaret  singers  of  both  generations. 
You  won't  find  all  of  tiiese  discs  in  the 
bins  at  your  local  Tower  or  \Vhere- 
house.  But  any  store  should  be  able 
to  order  most  of  them.  To  do  it  yourself,  contact  the  Cab- 
aret Connection  mail-order  catalogue:  888-666-DIVA. 
Warning:  once  you've  heard  Julie  Wilson's  Russian 
Tea  Room  recording  of  "Don't  Ask  A  LadA',"  vou'U  prob- 
ably develop  a  hankering  to  experience  her  pink  feather 
boa  firsthand.  If  so,  you  can  find  the  locations  of  clubs, 
schedules  and  general  cabaret  information  by  checking 
these  sources:  the  Mabel  Mercer  Foundation,  sponsor  of 
the  Annual  Cabaret  Convention  in  New  York:  212-980- 
3026;  Cabaret  Hotiine  Newsletter:  212-252-4228;  Cabaret 
Hotline  Web  site:  www.svhamstra.com;  Cabaret  Scenes 
magazine:  888-80-CABARET. 
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Diva  or  Divus 


j^nn  Hampton  Callaway 


A  versatile  veteran  among  the  younger  cabaret  singers,  she 
debuted  as  a  singer-pianist  in  New  York  saloons  nearly  20 
years  ago.  You  may  have  heard  her  singing  her  original  theme 
for  TVs  "The  Nanny." 


Recommended  Recording    !li 


To  EUa  With  Love,  1996 
After  9  Records,  TWCD-2006. 


The  best  of  the  old  school — a  mature,  natural  songstress. 
"She  sings,"  Mike  Nichols  reportedly  said,  "like  Spencer 
Tracy  acts." 


Show  Tunes,  1989  Concord 
Records,  CCD-4364. 


In  the  1950s,  she  won  a  Tony  playing  Marian  the  Librarian 
in  The  Music  Man — opposite  Robert  Preston!  Twent}' years 
later,  at  Carnegie  Hall  she  launched  a  concert  and  recording 
career  that  is  still  going  gangbusters. 


Oscar  Winners,  TTie  L\Tics 
Of  Oscar  Hammerstein  II,  1997 
DRG  Records,  91448. 


Michael  Feinstein 


Legend  has  it  that  Liza  Minnelli 
heard  him  sing  and  play  the  piano, 
threw  him  a  Hollywood  coming-out 
party  and  made  him  an  instant  suc- 
cess. Nice  work  it  you  can  get  it. 


Mary  Cleere 
Haran 


One  of  the  new  generation  of  cabaret  singers  de- 
serving much  wider  recognition. 


K'^f^ 


Another  invisible  star  of  the  "new  cabaret," 
Harnar's  buoyant  sound,  thoughtfiil  phras-       «, 
ing  and  dramatic  deliver}"  are  irresistible. 


The    legendar)^    purring,    seething, 
mocking,  scheming  cabaret  siren. 


•^; 


She  had  the  voice  of  an  angel.  Late  in  1995,  at 
age  43,  she  died  of  cancer.  Many  said  her  career 
was  about  to  blossom. 


The  consum.mate  smoothie.  Miss  Lee,  to  vou 
and  everyone  else. 


This  Heart  Of  Mine,  Classic 
Mo\'ie  Songs  Of  The  Forties,  1994 
Varese  Sarabande,  VSD-5482. 


Jeff  Harnar  Sings  The 
It.     1959  Broadway  Songbook, 
\    Original  Cast  Records, 

\     OC916. 

>      1957  BMG  Records/ 
RCA,  ND89439. 


Beautiful  Baby, 
1991  Midder  Music, 
MM  CDooi. 


Beaut}'  And  The  Beat!, 
Live  With  George  Shearing, 
1992  Capitol  Records, 
CDP  798454  2. 


The  diva  of  modem  cabaret,  one  of  the  few  on 

the  scene  who  appear  to  be  making  a  living  out  of  it.  Mar 

covicci  clearly  loves  songs  of  suffering  and  sympathy. 
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Michael  Feinstein 
Sings  The  Jule  St}'ne 
Songbook,  1991 
Elektra  Nonesuch, 
979274-2. 


i 


New  Words,  A  Celebration  of 
Contemporary  Songwriting,  1995 
Cabaret  Records,  CACD  5018-2. 
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The  Songs,  the  Composers 


Comments 


Many  of  Ella's  favorites — and  those  of  her  fans — including  "Let's 
Fall  In  Love,"  Ellington's  "Do  Nothin'  Till  You  Hear  From  Me," 
"A  Fine  Romance"  and  the  Gershwins'  "Embraceable  You." 


Backed  by  a  big  band,  Calloway  captures  many  of  Ella's  nu- 
ances, even  Ella's  scatting,  but  manages  to  keep  a  sound  of  her 
own.  Besides  swinging,  she  offers  solid  ballad  singing,  as  in 
"Ev'ry  Time  We  Say  Goodbye." 


Tunes  written  for  the  Broadway  stage.  "I  Stayed  Too  Long  at  the 
Fair,"  "Manhattan,"  "I  Wish  I  Were  in  Love  Again,"  "Taking  a 
Chance  on  Love,"  "All  The  Things  You  Are"  and  "How  Are 
Things  in  Glocca  Morra." 


Her  voice  has  that  appeahng  aged  quality,  a  Htde  dry,  a  little 
short  of  breath,  but  very  wise  and  sympathetic.  This  CD,  one 
of  a  brilliant  series  she  made  with  small  combos,  is  full  of  inti- 
mate interplay  among  singer  and  musicians. 


Hammerstein's  lyrics  combine  with  the  tunes  of  Jerome  Kern  and 
Richard  Rodgers  to  yield  "Oh,  What  a  Beautiful  Mornin',"  "It 
Might  As  Well  Be  Spring,"  "This  Nearly  Was  Mine,"  "Why  Do  I 
Love  You?"  and  "Bill." 


The  setting  here  is  not  so  much  intimate  cabaret,  but  sym- 
phonic pops  extravaganza.  The  lush  arrangements  by  Wally 
Harper  spotlight  the  sure,  sweeping,  silver}' voice  of  show-tune 
veteran  Cook. 


Thirty-three  classic  show  tunes  and  movie  melodies  are  crammed 
into  this  recording,  including  "People,"  "The  Part)''s  Over,"  "Just  In 
Time"  and  a  bunch  from  Gypsy.  Styne's  music  carries  lyrics  from  the 
Ukes  of  Stephen  Sondheim,  Sammy  Cahn,  and  Betty  Comden  and 
Adolph  Green. 


Feinstein's  singing  is  pleasing  and  full  of  enthusiasm,  if  a  tad 
vanilla.  He's  cleverly  added  value  to  the  CD  by  featuring  St}Tne 
himself  playing  piano  and  singing  a  number  of  tunes.  The  liner 
notes  include  Feinstein  interviewing  Stvne  on  his  creative  pro- 
cess and  colorful  career. 


Lots  of  Mercer,  Arlen  and  Van  Heusen,  seasoned  with  Porter,  Kern 
and  Gershwin.  "How  Little  We  Know,"  "I  Remember  You,"  "The 
Boy  Next  Door"  and  "That  Old  Black  Magic." 


Haran  has  the  deep  seductive  voice  of  the  nightclub  starlet  at 
the  center  of  the  subplot  in  a  1940s  film  noir.  Imagine  yourself 
at  the  Copa.  You  can  almost  hear  the  martinis  being  shaken  be- 
hind her  dreamy  version  of  "Out  Of  This  World." 


Truly  a  hit  parade  of  times  featured  in  musicals  that  were  running 
in  1959:  "Tonight,"  ''On  The  Street  Where  You  Live,"  "Climb  Ev'ry 
Mountain,"  "Have  Some  Madeira,  M'Dear?"  and  many  others  skill- 
fully packaged  as  medleys. 


From  the  first  notes  that  he  belts  out  on  "Tonio-ht,"  Harnar 
conjures  a  grand  illusion  of  a  Broadway  show  unfolding  in  the 
Oak  Room.  He  positively  glows.  Pianist  Alex  Rybeck  supports 
with  impressive  arrangements. 


"I  Want  To  Be  Evil,"  "Let's  Do  It,"  "My  Heart  Belongs  To  Daddy," 
"Lilac  Wine,"  "Smoke  Gets  In  Your  Eyes."  You  get  the  picture. 


"Skylark,"  "Surrey  With  The  Fringe  On  Top,"  "Child 
In  Me  Again,"  "I  Have  Dreamed,"  "It  Might  As  Well 
Be  Spring,"  "You  Must  Have  Been  A  Beautiful 
Baby,"  to  name  a  few. 


Cole  Porter's  "Do  I  Love  You?",  Edgar 
Sampson's  "If  Dreams  Come  True," 
Rodgers  and  Hart's  "Isn't  It  Rom- 
antic?" and  Sigman  and  Ellington's  "All 
Too  Soon." 


A  rich  showcase  of  new  songs  from  composers 
and  ivricists  you've  never  heard  of:  "A  Horse 
With  Wings,"  "Full  Moon  At  HiUf  Price." 


Kitt  is  naughty  and  loving  it.  Singing  in  EngUsh,  French, 
Spanish,  Turkish  and  Swahili,  unleashing  a  machine-gun  vi- 
brato as  powerful  as  anything  Edith  Piaf  ever  fired  off,  she 
vividly  evokes  the  foreign  cabaret. 


Some  voices  sound  so  natural  and  honest  that  they 
make  you  ache.  Nancy  LaMott's  was  one  such  voice. 
She  could  turn  even  the  simple  and  often  silly  "Surrey 

With  The  Fringe  On  Top"  into  a  moving  experience. 

Her  version  of  "Skv4ark"  is  pure,  sweet  sunlight. 

This  live  recording,  the  first  for  each  performer, 

captures  Miss  Lee  and  Mister  Shearing  in  an 

amiable  collaboration  at  a  1959  disc  jockev 

convention.  There's  also  a  gorgeously  voil- 

nerable  studio  take  they  did  of  the  Ham- 

merstein-Kem  tune  "Don't  Ever  Leave  Me." 


Marcovicci  makes  a  strong  case  for  the  updated  and  more 
familiiir  brand  of  loneliness,  cviiicism  and  hope  in  these 
t      new  words  and  melodies. 
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Diva  or  Divus 


Mabel 
Mercer 


Recommended  Recording 


Truly  the  queen  of  cabaret,  she  was  the  toast  of  Paris  in  Mabel  Mercer  Sings  Cole  Porter,  1994 

the  '30s,  later  reigning  for  decades  in  Manhattan's  finest  Rhino/ Atlantic  Jazz  Gallery,  R2  71690. 

"rooms"  and  concert  halls. 


MABEl.  MERCER 


Amanda 
McBroom 


Susannah 
McCorkle 


Actress,  singer  and  songwriter  (she  wrote  "The 
Rose").  Isn't  there  a  law  against  this  much  tal- 
ent in  a  single  performer? 


Back  in  the  '70s,  she  was  one  of  the  few  youngsters 
pushing  the  Great  American  Songbook.  With 
lots  more  company  now,  she  still  stands  apart. 


Live  From  Rainbow  8c  Stars,  1995 
DRG  Records,  91432. 


Bobby  Short 


Phillip  Officer 


A  new  kid  on  the  block  with  an  ap 
pealing  theatrical  sound. 


i      A  master  of  the  classic  American 
song  with  a  smooth,  some  would  say  so 
phisticated,  saloon  style. 


Nina  Simone    She's  been  around  and  paid  her 
dues,  and  you  can  hear  that  in  her 
mature,  confident,  quirky  ap 
proach. 


Let's  Face  The  Music,  The  Songs  of 
Irving  Berlin,  1997  Concord  Jazz 
Inc.,  CCD-4759-2. 


Fancy  Meeting  You,  The 

Lyrics  of  E.Y.  "Yip" 

.^     Harburg,  Pipo  Reco, 

-^i    PRO-CD-oooi. 

i 


.Sc 


Late  Night  At  The  Cafe 
Carlyle,  1992 
Telarc,  CD-83311. 

I    A  Single  Woman,  1993 
Elektra,  9  61503-2. 


KT  Sullivan 


One  of  the  talented  upstarts 
you'U  being  hearing  more 
of soon. 


A  San  Francisco  secret  with  a  deep,  luscious 
voice  and  a  jazzer's  sense  of  time. 


Weslia  Whitfield 


Some  of  her  biggest  fans  include  singers 
with  much  bigger  names — Feinstein,  Marco- 
vicci  and  Short. 


In  Other  Words, 

The  Songs  Of  Bart 

Howard,  1997 

"»   DRG  Records,  91449. 
% 

Temptation,  1995 
Paula  West  (private  label). 


Live  In  San  Francisco,  Recorded  at 
the  Plush  Room  of  the  York  Hotel,  1991 
Landmark  Records,  LCD-1531-2. 


Margaret  Whiting 


A  seasoned  crooner  who  started  at  the  classy  clubs  of  the 
'40s  and  '50S,  she  has  a  Clooney-like  sound. 


Then  And  Now,  1990 

Cabaret  (DRG)  Records,  91403. 


A  grande  dame  of  cabaret  culture,  this  feather-boa-toting 
lady  knows  how  to  work  a  room — from  laughter  to  tears. 


Julie  Wilson  Live  From 
The  Russian  Tea  Room,  1994 
Cabaret  Records,  5015-2. 
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The  Songs,  the  Composers 


"It's  Delovely,"  "Ev'r}'  Time  We  Say  Goodbye,"  "Experiment," 
"Ours,"  "It's  M  Right  With  Me,"  "I  Am  Ashamed  That  Women 
Are  So  Simple"  and  "Ace  In  The  Hole." 


Comments 


With  her  proper  British  deliver)',  carefiil  enunciation — includ- 
ing rolled  r's — and  jovial  enthusiasm  for  a  weU-crafted  KtIc, 
Mabel  Mercer  is  an  old-fashioned  joy  to  listen  to.  This  CD  in- 
cludes both  studio  and  live  recordings. 


"September  Song"  and  "My  Foolish  Heart"  rub  elbows  with 
"Everybody  Wants  To  Be  Sondheim,"  Hoagy  Carmichael's  "Balt- 
imore Oriole"  and,  best  of  all,  McBroom's  own  spirited  and  sensi- 
tive compositions. 


McBroom's  acting  and  singing  gifts  make  this  a  riveting  live 
performance.  Jacques  Brel's  "Carousel"  is  genuinely  scary.  She 
does  her  own  "Errol  nynn"  (a  remembrance  of  her  father)  and 
"No  Fear"  with  great  tenderness.  And  she's  funny,  too. 


"I'd  Rather  Lead  A  Band,"  "Let's  Face  The  Music  And  Dance," 
"How  Deep  Is  The  Ocean,"  "Everybody  Knew  But  Me,"  "Cheek 
To  Cheek,"  "Supper  Time,"  "Waiting  At  The  End  Of  The  Road" 
and  other  Berlin  classics. 


McCorkle's  attractive,  soft-around-the-edges  voice  combines 
with  her  clear  understanding  of  the  music  and  HtIcs  to  illumi- 
nate Berlin's  ideas  brilliantly.  Her  jazz  leanings  are  comple- 
mented by  a  solid  bunch  of  sidemen. 


Harburg's  words  dress  up  the  music  of  Harold  Arlen,  Vernon  Duke, 
Sammy  Fain,  Burton  Lane,  Jule  Styne  and  others:  "Look  To  The 
Rainbow,"  "If  This  Isn't  Love,"  "Over  The  Rainbow,"  "Something 
Sort  Of  Grandish,"  "It's  Only  A  Paper  Moon." 


Officer's  voice  is  powerful  and  agile,  whether  he's  singing  in 
awestruck  half-whisper  or  blaring  full-bore.  He  is  happy-go- 
luckv  on  "Let's  Take  A  Walk  Around  The  Block";  dark  and 
desperate  for  "Brother,  Can  You  Spare  A  Dime?" 


"Tea  For  Two,"  "I  Get  A  Kick  Out  Of  You,"  "Night  And  Day," 
"Too  Marvelous  For  Words,"  "Body  And  Soul,"  "Satin  DoU,"  "Do 
I  Hear  You  Saying  I  Love  You?" 


Short  holds  court  live  at  the  Cafe  Carlyle,  his  regular  gig  of 
more  than  30  years.  He's  relaxed,  he's  hammy,  he's  enunciating 
and  the  audience  loves  him. 


An  eclectic  collection  that  somehow  defines  Simone — outspoken, 
loved,  bruised  but  also  bettered  by  experience.  Rod  McKuen's  "A 
Single  Woman"  and  "Lonesome  Cities,"  standards  "If  I  Should  Lose 
You"  and  "The  Folks  Who  Live  On  The  Hill." 


m 


Here's  a  voice  with  an  edge,  imperfections  and  many  di- 
mensions. You  can  hear  a  whole  life  in  this  voice.  Her  emo- 
tional pleadings  in  "Papa,  Can  You  Hear  Me?"  are  almost 
overwhelming. 


A  showcase  for  Howard,  pianist  in  the  '40s  for  cabaret 
queen  Mabel  Mercer  and  the  underappreciated  com- 
poser of  "Fly  Me  To  The  Moon"  and  lesser- 
known  gems. 


Sullivan  shines  briUiandy  in  this  live  performance  at  New  York's 
Rainbow  8c  Stars.  With  the  80-year-old  Howard  in  the  audi- 
ence, she  is  fiill  of  fiin  and  insights  in  her  chatty  monologues 
and  especially  energized  in  song. 


In  addition  to  the  steamy  title  tune,  here's 
BLUie  Holiday's  "Don't  Explain,"  Hoagy 
Carmichael's  "Skylark"  and  David 
Frishberg's  "Peel  Me  a  Grape." 


Not  to  take  anything  away  firom  Miss  Lee  (see  Beaurv  And  The 
Beat!),  the  \irtually  unknown  Ms.  West's  version  of  ""\"ou  Came 
A  Long  Way  From  St.  Louis,"  flill  of  effordess  sass  and  swing, 
leaves  the  other's  in  the  dust. 


Kurt  Weill's  delicate  "Here  I'll  Stay" 
opens  the  album;  his  sad  and  sweep- 
ing "Lost  In  The  Stars"  ends  it.  In  be- 
tween, a  pleasing  mix  of  standards. 


This  recording  has  that  wonderfid  live,  small-room,  singing- 
straight-to-your-table  feel.  Whitfield,  very  much  at  ease,  in- 
terprets the  HtIcs  wddlr,  her  voice  is  strong,  warm  and  natural. 
Mike  Greensill,  her  pianist  and  husband,  supports  beautiflillv. 


An  appealing  stew  of  standards  like 
"Moonlight  In  Vermont,"  along  with  new  or 
lesser-known  tunes  such  as  "The  Lies  Of 
Handsome  Men." 


Like  Rosie,  Whiting  has  that  hint  of  gravel  and  strain  at  the  end 
of  a  held  note — and  the  self-assurance  and  maturit}'  that  go 
with  it.  Occasionally,  the  recording  suffers  from  too  much  ethe- 
real synthesizer,  but  other  arrangements  swing. 


"Sentimental  Journey,"  "Mean  To  Me,"  "Good 
Morning  Heartache,"  "Inside  My  Body  Is  A 
Dancer,"  "The Tale  Of  The  Oyster." 


This  CD  puts  you  right  in  the  middle  of  a  great,  live,  fiannv, 
poignant,  nonstop  performance  by  a  quintessential  queen  of 
cabaret.  Her  banter  between  tunes  is  priceless.  • 
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OTTOM  left:  bracelet 

OF  i8k  white  gold  with 

diamond  stars,  $5,000,  by  m  +  j 

Savitt,  at  Fred  Segal,  Santa 

Monica;  Mayor's,  Atlanta  and 

Miami;  and  select  Saks  Fifth 

Avenue  stores.  Right:  vintage 

dl\mond-and-platinum  brooch, 

$90,000,  from  the  estate 

collection  at  Van  Cleef  8c 

^ "  \   Arpels,  New  York,  Palm 

\  Beach  and  Beverly 

f       Hills,  800-VCA-5797. 
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By  Mark 

g  ri s  c  h  k  e 

Photographs   by 

Monica 

Stevenson 


ALL  PRICES  APPROXIMATE.  ThIS 
page:  vintage  white-gold 
mesh  evening  bag  with  dia- 
mond clasp,  $28,000,  and  vin- 
tage diamond-and-platinum 
ear  clips,  $9,500,  at  stephen 
Russell,  New  York,  212-751- 
2330.  Opposite  top  left:  heart- 
shaped  15.07-CARAT  DIAMOND 
IN  A  PLATINUM  RING  WITH  TWO 
heart-shaped    SIDE    STONES,  AT 

Harry  Winston,  Rare  Jewels 
OF  THE  World,  New  York  and 
Beverly  Hills,  800-988-4110. 
Price  available  on  request. 
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NEWYORK  VERTICAL,  photographs  by  Horst  Hamann; 
te  Neues  Publishing  Company;  $g8  cloth  (November) 


Love  it  of  hate  it,  there's  no  oth- 
er city  in  the  world  that  looks 
anything  like  it.  Manhattan's 
glass-and-steel  cityscape  is  arguably 
the  most  instantly  recognizable  icon 
of  modernity  in  the  world,  reflecting 
the  drive,  energy  and  bigger-is-better 
ethos  that  defined  New  York's  essen- 
tial role  in  the  American  Century. 


Horst  Hamann,  a  German  who  has 
lived  in  New  York  for  almost  two 
decades,  bought  a  used  Linhof-Tech- 
norama  camera — notable  for  taking 
horizontal,  panoramic  photos — ten 
years  ago,  and  had  the  idea  of  turning 
it  on  its  side  to  take  pictures  that  cap- 
tured the  most  prominent  aspect  of 
New  York's  architectural  soul:  its  awe- 


some verticalitv.  The  dimensions  of 
his  book  (8  V4  inches  wide  by  a  foot 
and  a  half  long)  visually  echo  the  sk)'- 
scrapers  that  are  his  favorite,  though 
by  no  means  his  only,  subjects.  The 
perfect  book  for  anyone  who  has  ever 
stood  spellbound  on  a  Midtown  street 
corner,  beholding- the  majesty  of 
Manhattan's  towering  spires.  « 
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KENNETH  TYNAN:  PROFILES,  selected  and  edited  l?y  Kathleen  Tynan  and 
Ernie  Eban;  Random  House;  $20 paper  (January) 


ir^"enneth  Tynan,  the  natural 
1^  successor  to  Max  Beerbohm 
JL  Jl.  as  commentator,  critic  and 
artistic  arbiter  of  an  age,  wrote  his 
second  pubhshed  "profile"  in  1943. 
He  was  all  of  16  years  old,  a  preco- 
cious, Wildean  student  at  King 
Edward's  School  in  Birmingham, 
England.  The  subject  of  his  article, 
no  less  a  Promethean  figure  than 
Orson  Welles,  was  accused  by  the 
young  tyro  of  being  a  man  "with  no 
artistic  integrity." 

It's  worth  knowing  that  Tynan 
then,  and  throughout  his  life  (which 
ended  in  1980  from  complications  of 
emiphysema),  adored  Welles.  Such 
was  the  audacity,  verbal  brilliance 
and  troubled  passion  of  Tynan,  the 
writer  and  man,  now  bracingly  re- 
vealed in  Profiles,  a  collection  of  50 
ot  his  extraordinary  essays  gathered 
by  his  widow,  Kathleen  Tynan, 
and  Ernie  Eban.  These  portraits, 
chronologically  arranged  and 
philosophically  catholic,  are  in- 
troduced with  a  foreword  of 
heartbreaking  affection  by  the 
British  actor,  director  and  au- 
thor Simon  Callow.  (The  one 
who  died  in  the  movie  Four 
Weddings  And  A  Funeral.) 

Kathleen  Tynan  has  writ- 
ten that  her  late  husband 
"began  his  career  as  a  direc- 
tor and  became  a  critic  by 
default."  Considered  in  his 
time  as  either  the  greatest 
theater  critic  since  Shaw — 
or  as  a  too-clever-by-half 
dilettante — Tynan  wrote  evocatively 
for  The  Evening  Standard,  The  Ob- 
server, The  New  Yorker  and  other 
publications  from  the  epicenter  ot  an 
explosive  post-World  War  II  period 
of  Anglo-American  theater.  His 
stated  goal  at  an  earlv  age  was  to  be 


"Britain's  first  post-war  scandal." 
As  a  critic,  he  hewed  closely  to  the 
credo  that  hung  above  his  desk: 
"Rouse  tempers,  goad  and  lacerate, 
raise  whirlwinds."  This  same  ferocit\' 
informed  his  ten  years  as  literary 
manager  to  the  nascent  National 
Theatre  of  Great  Britain — often  to 
the  discomfort  of  its  artistic  director, 
Laurence  Olivier.  As  principal  con- 
tributor to  the  then-shocking  erotic 
revue  Oh,  Calcutta!,  Tynan  found  ex- 
pression for  his  zealous  insistence  on 
pushing  artistic  boundaries.  His  pri- 
vate life  was  too  kinky  to  discuss  in 
this  family  publication. 

But  there  is  little  of  his  charac- 
teristic polemic  in  Profiles.  Rather, 
Tynan  offers  us  a  smorgasbord — 
tasty,  tart  and  thoroughly  satisfy- 
ing— of  some  of  the  most  fascinating 
people  then  inhabiting  the  planet. 
The  selection  is  rich  with  icons  of 


throughout  Profiles;  Tynan  wrote 
them  less  for  the  money  than  for  the 
opportunitv'  to  celebrate  the  thrilling 
individualirv'  ot  his  subjects. 

Approach  the  book  as  you  might 


Tynan  hewed  closely  to  his  credo:  "Rouse  tem- 
pers, goad  and  lacerate,  raise  whirlwinds." 


stage  and  screen  (Welles,  Cagney, 
Laughton,  Coward,  Guinness,  Oliv- 
ier, Richardson)  and  splashed  with 
fellow  writers  (Woolcott,  Thurber, 
Wilder).  More  exotic  seasoning  ap- 
pears in  the  profiles  of  those  less  fa- 
miliar, as  in  his  portrait  of  University 
co-conspirator  Alan  Beesley  ("the 
only  genuine  neurotic  in  Oxford")  or 
that  of  bullfighter  Antonio  Ordoiiez 
("His  fighting  is  calm  and  contained, 
its  rhythm  as  casual  as  that  of  a  bop 
drummer  dusting  his  cymbals"). 
Though  the  fare  offered  in  Profiles  is 
broad  in  content  and  style,  Tynan 
serves  each  with  an  intellect  that  is 
astringent  while  never  arch,  a  wit 
that  shimmers  without  being  sho^vA', 
and  a  touching,  always  illuminating 
humanity.  Indeed,  generosity  runs 


a  meal  at  a  five-star  restaurant.  For 
an  appetizer  and  first  course,  savor  the 
tang  ot  his  pieces  on  Marlene  Dietrich 
(■'she  has  sex  but  no  particular  gen- 
der") and  Tennessee  Williams  ("ev- 
erything about  him  seemed  slept  in, 
especially  his  hair,  a  nest  of  small, 
wet  serpents").  Move  on  to  Brecht — 
the  main  course — and  absorb  the 
whole  of  the  German's  dark  ethos 
with  none  of  the  difficult\%  but  much 
of  the  breadth,  of  a  graduate-level 
seminar.  Top  it  off  with  a  dessert  of 
Mel  Brooks,  a  piece  as  funny  as  the 
comedian  himselt.  Enervated  and 
pleasantly  sated  by  Profiles,  you'll 
recall  Tom  Stoppard's  eulogy  at 
Tynan's  grave:  "His  paragraphs  were 
written  to  outlast  the  witness." 

— Will  Coc^ke 
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ABC  OF  ARCHITECTURE,  by  James 

F.  O'Gorman;  University  of 

Pennsyhajtia  Press;  $2j  cloth,  s/j 

paper  (December) 

Sometimes  reading 
architectural  theory 
:  can  be  as  frustratingh^ 
hard  as  deciphering  a 
deconstructionist 
treatise  in  the  original 
French.  Thank  good- 
ness  for  James  F. 
O'Gorman,  who  has  given  us  this  re- 
freshingly clear  guide  to  the  indispens- 
able convergence  ot  art  and  science 
we  call  architecture.  "You  are  outside 
on  a  treeless  plain.  It  is  raining  (or 
snowing).  It  is  hot  (or  cold).  You 
want  shelter.  You  want  to  go  inside. 
The  first  person  to  act  upon  that  wish 
invented  architecture."  It  is  in  this 
reader-friendlv  style  that  O'Gorman 
explains  the  rudiments  of  the  act  of 
building.  A  glossar\^  at  the  book's  end 
makes  understanding  architecture  txtn 
easier,  and  your  contractor  will  have 
no  choice  but  to  take  you  more  seri- 
ously when  vou  rattle  oft  terms  like 
"live  load"  and  "trabeated." 

TALES  OF  A  RAT-HUNTING  MAN, 

by  D.  Brian  Plummer; 
Lyons  ^  Burford;  $ij paper  (October) 


ferrets  in  tow,  drawing  out  the  hated 
vermin  and  whacking  them  on  the 
head  with  a  stick.  His  memoir-cum- 
"how-to"  book  is  at  once  sublimely 
gruesome  and  sublimely  hilarious,  a 
masterful  juxtaposition  of  sophisti- 
cated, even  elegant  prose  with  truly 
squalid  subject  matter.  The  net  effect 
of  Plummet's  feat  is  tearful,  sidesplit- 
ting laughter  from  those  readers  un- 
squeamish  enough  to  go  the  distance 
with  him.  Tales  reaches  its  climax  in 
a  chapter — "^Mexborough,  Glorious 
Mexborough" — the  explicit  details  of 
which  are  simply  too  ^'ile  to  mention 
in  this  magazine,  except  to  say  that 
the}'  conspire  to  create  a  le\'el  of  comic 
intensit\'  that  brings  to  mind  classic 
]Mont\'  P}thon.  Not  for  e\'en'one,  but 
if  A'ou've  got  the  stomach  tor  it,  one 
of  the  funniest,  most  curious  books  of 
the  season. 

JACKS  SKILLET:  PLAIN  TALK 

AND  SOME  RECIPES 
FROM  A  GUY  IN  THE  KITCHEN, 

by  Jack  Butler;  Algonquin  Books 
of  Chapel  Hill;  $20  cloth  (November) 


ETalESOFA  ■  ^'"■'^  published  in  En- 


Rat- 
Hunting 
Man 


gland  in  1978,  Tales  Of 
A  Rat-Hunting  Man 
marked  the  literary 
debut  of  the  author, 
Sj  who  went  on  to  be- 
come one  of  the  scep- 
tered  isle's  most  admired 


semi-public  eccentrics.  Still,  he's  un- 
known to  m.ost  American  readers — a 
shameful  situation  which  this  slim,  il- 
lustrated edition  ought  to  redress. 
Plummer's  abiding  passion  is,  as  his 
title  suggests,  catching  rats:  skulking 
through  decrepit  barns,  sludg}^  river- 
beds and  piles  of  rotten  garbage,  Avith 
liis  pack  of  trusty  terriers  and  fearless 


! 


"What  can  vou  cook 
in  a  black  iron  skil- 
et?  What  can't  you 
cook  in  a  black  iron 
skiUet!"  So  declares 
Jack  Butler  in  this 
no-frills,  Southern- 
influenced  cookbook,  which  comes 
with  a  free  side  order  of  ruminations 
on  domesticirv'  and  remembrances  of 
a  Southern  boyhood.  The  author  ot 
weU-received  novels  Uke  JuJitsu  For 
Christ  and  Living  In  Little  Rock  With 
Miss  Little  Rock  probably  won't  win 
anv  awards  from  the  American  Heart 
Association,  but  his  recipes  for  Stewed 
Chicken  with  Butter}-  Dill  Dump- 
lings, Four-Meat  Pinon  Countr}' 
Meatloaf,  Beer-Batter  Onion  Rings 
and  Wild  Blackberr}-  Cobbler  should 
win  the  heart  of  any  guy  who's  ever 
aspired  to  a  level  of  cooking  beyond 
grilled  cheese  sandwiches  and  scram- 
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bled  eggs.  In  between  recipes,  Butler's 
laconic  humor  and  no-nonsense  prose 
style  set  a  mood  appropriate  to  the  cre- 
ation and  enjoyment  of  these  down- 
home  meals  and  desserts. 

DRAWING  LIFE:  SUR  VIVING 

THE  UNABOMBER, 

by  David  Gelernter;  The  Free  Press; 

$21  cloth  (October) 


DRAWl  NG 
1.  IFF 
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Si  tCViVIXC. 
rue   L'NADOKOEK 

David 
Gclcintcr 


David  Gelernter's  is 
an  unclassifiable  intel- 
lect. He  teaches  com- 
puter science  at  Yale, 
but  has  the  heart  and 
soul  of  an  artist  (he's  an 
accomplished  painter 
and  poet);  he  is  identi- 
fied by  himself  and  others  as  a  con- 
servative, but  freely  admits  that  he 
would  "sell  out  [conservatives']  entire 
economic  program — would  double 
taxes,  quintuple  government  spend- 
ing— if  it  would  buy  me  a  modicum 
of  support  for  a  politics-free  English 


¥Yl  ASKS  AMERICA'S  CEOs :  WHAT  BOOK  HAS  MOST  CHANGED 
YOUR  OUTLOOK  ON  BUSINESS,  LIFE  OR  BOTH? 


THE  ASCENT  OF  MAN,  by  Jacob  Bronowski;  Little,  Brown  &  Co.;  $jo  paper 


"I  remember  vividly  how  The  Ascent  Of  Man  struck  me  with 
its  spectrum  of  human  accomplishment,"  says  Michael 
Bonsignore,  whose  own  accomplishments  include  over- 
seeing more  than  50,000  employees  in  95  countries  and 
achieving  revenues  in  1996  of  $7.3  billion.  "The  mosaic  of 
man's  achievements — from  prehistoric  cave  art  to  the 
Bronze  Age,  from  the  rise  of  Islam  to  Dar^vin's  Beagle — 
shaped  my  thinking  of  what  vie  are  capable  of  when  we 
are  determined,  inspired  and  lucky.  The  scope  of  human 
curiosity,  ambition  and  frailty  expressed  so  richly  in  the 
book  touched  my  personal  and  professional  life  far  more 
than  I  imagined  it  would." 


language."  Drawing  Life  is  a  sharp, 
often  darkly  funny  critique  of  what 
he  sees  as  America's  forfeiture  of  its 
sense  of  moral  judgment,  folded  into 
his  retelling  of  a  singular,  terrifying 
event:  how  he,  on  one  morning  in 
June  of  1993,  was  nearly  killed  by  a 
mail  bomb  sent  to  his  office  by  the 


notorious  Unabomber.  Gelernter  art- 
fully weaves  his  polemic  throughout 
his  unique  stor)',  and  comes  across 
finally  as  a  brilliant  curmudgeon  with 
a  heavy  heart:  someone  who  sees  the 
decline  of  cultural  standards  not  in 
political  terms,  but  rather  takes  it 
quite  personally. 


(^/HiNK  Of  It  As  Your 


OCEANFRONT  PLAYGROUND. 


Steal  away  to  a  fun-filled  recess  with  our  Oceanfront  Getaway  at  The  Breakers  in  Palm  Beach. 

Discover  the  new  Breakers,  where  the  completion  of  a  spectacular  $75-million  renovation  marks  the 
exciting  beginning  of  a  second  century  of  hospitalit)'.  Be  pampered  in  elegantly  appointed  rooms  with 
exceptional  amenities.  And  select  from  an  array  of  recreational  activities  that  satisfy  your  every  playful  whim 

For  reservations  or  information  on  booking  your  own  Oceanfront  Getaway,  ■ji5fi£'. 

call  your  travel  professional  or  The  Breakers  toll-free  at  CvN^^Ryy^ 

1-888-BREAKERS  today 


•  Seven  restaurants 

•  Two  1 8-hole  golf  courses 

•  21  Har-Tru  tennis  courts 


Half-mile  private  beach 

Water  sports 

Supervised  children's  program 


T^E  BREAKEilS' 

PALM    BEACH 

OwneJ  .md  operated  by  Flagler  System,  Inc. 

One  South  Couiw  Road  •  Palm  Beach,  Florida  33480 

«,      (S61)6S5-6611  •  F.ix(S6l)6')9-8403     -^ 

Visit  The  Bre.ikers  online  at: 

http://\vww.thebreakers.com 


»%5 


For  those  who 


can't  relax, 


there's  hope, 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and 
secluded  as  any  undiscovered  island.  Visit 
Laucala,  a  Forbes  Magazine  South  Pacific 
Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax 
by  the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  formalities.  All 
this  for  just  $2,100  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything. 
With  its  own  private  runway  and  daily  sched- 
uled commercial  flight,  Laucala  is  the  perfect 
getaway. 

For  more  information, 
call1-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


THE  TEN  ESSENTIAL  BOOKS 
OF  OR  ABOUT  THE  AMERICAN  SOUTH 

compiled  by  Geoffrey  Norman 
(All  books  are  currently  available  in  several  editions  unless  otherwise  noted) 

•  Absalom,  Absalom!,  by  William  •  Other  Voices,  Other  Rooms,  by 

Faulkner.  This  year  marked  the  Faulk-  Truman  Capote.  Capote  was  a  wonder- 

ner  centennial,  so  many  readers  are  fill  novelist  with  an  angelic  voice  before 

going  back  into  Yoknapatawpha  Coun-  he  became  a  bitchy  teller  of  high-so- 

ty  and  the  thick,  sometimes  nearly  im-  ciety  tales.  His  coming-of-age  novella 
penetrable  lushness  of 

There  are  American  writers,  and 
then  there  are  Southern 


Faulkner's  prose.  His  was 
a  fair-sized  oeuvre,  and 
it's  hard  to  single  out  any 
one  of  his  books  as  the 
masterpiece.  But  his  most 
ambitious  book  was  this 
account  of  Thomas  Sut- 
pen's  tragedy,  which  mir- 
rored the  biblical  doom 
of  the  old,  cotton-reliant, 
slave-holding  South. 


writers.  The  difference  is  easy  to 

recognize  and  harder  to 

explain.  But  for  some  reason, 

there  is  a  distinctly 

Southern  literature,  and  these 

are  its  essential  works. 


•  A  Good  Man  Is  Hard  to  Find,  by 

Flannery  O'Connor.  Contrasting  her 
spare,  razor-sharp  prose  style  to  that 
of  Faulkner,  O'Connor  once  said, 
"Nobody  wants  his  mule  and  wagon 
stalled  on  the  same  track  the  Dixie 
Limited  is  roaring  down."  She  had 
her  own  distinctive,  totally  unsparing 
voice,  and  this  novella  about  a  tough 
old  lady  and  a  tougher  escaped  con- 
vict is  as  black  as  it  gets. 


is  as  tender  and  unforgettable  as  his 
better-known  A  Christmas  Memory. 

•  Lie  Down  in  Darkness,  by  William 
Styron.  A  heartbreaking  story  of  a 
family's  long  decline.  The  scope  of  the 
book  is  decidedly  Faulknerian,  the 
precision  of  its  language  recalls  Flau- 
bert and  its  tragic  heroine — Peyton 
Loftis — is  a  character  worthy  of  F. 
Scott  Fitzgerald. 
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•  Car,  by  Harry  Crews.  (Out  of  print; 
check  your  library  or  local  used  book- 
store.) You  want  Gothic?  Harry 
Crews  is  Gothic  and  then  some.  This 
is  the  story  of  a  man  who  sets  out  to 
eat  a  car.  Crews  is  an  American  orig- 
inal with  a  vision  that  is  both  bleak 
and  hilarious. 

•  AU  the  King's  Men,  by  Robert  Penn 
Warren.  The  novel  of  Southern  poli- 
tics. Willie  Stark  is  modeled,  of  course, 
on  Louisiana's  Huey  "The  Kingfish" 
Long,  but  he's  also  every  ambitious, 
complex  populist  ever  to  come  down 
a  two-lane  road  with  dirt  between  his 
toes  and  glory  on  his  mind. 

•  Look  Homeward,  Angel,  by 

Thomas  Wolfe.  Nobody  reads  him 
much  anymore;  his  cadences  are  too 
ornate  for  contemporary  sensibilities, 
his  themes  too  grand.  But  in  his  ob- 
session with  memory  and  its  relation- 
ship to  the  past,  Wolfe  is  as  close  as 
we've  come  to  an  American  Proust. 

•  The  Last  Gentleman,  by  Walker 
Percy.  The  malaise  that  is  modern 
life  from  the  sensibility  of  a  bayou 
Catholic.  Percy  was  a  philosopher 
manque,  a  student  of  language  and 
the  human  condition,  with  a  droll 
comic  touch.  What  we  have  lost,  as 
he  reveals  in  this  novel,  is  the  sense 
of  greatness... in  sin  as  well  as  the 
other,  less  interesting  parts  of  life. 

•  Their  Eyes  Were  Watching  God, 

by  Zora  Neale  Hurston.  The  black 
Southern  experience  from  a  woman 
who  was  in  the  same  elite  league 
with  Ralph  Ellison.  She  wrote  of  the 
marginalized  world  of  deep  rural 
poverty  and  the  brutalizing  effect  it 
had  on  women  in  language  as  rhyth- 
mic and  pure  as  gospel  music. 

•  The  CivU  War,  by  Shelby  Foote. 
(Random  House;  three-volume  set, 
$125  cloth,  $72  paper;  800-726-0600.) 
The  author  calls  this  three-volume 
history  "A  Narrative."  He  could  have 
called  it  "An  Epic."  Indispensable  if 
you  are  to  understand  the  South.  • 


TOY  SOLDIERS  FROM 

THE  FORBES  MUSEUM 

OF  MILITARY  MINIATURES,  TANGIER 
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our  nodc^mBd  figures,  made  by 
Heyde  of  Germany,  including  King  George  V 
of  England  and  Kaiser  Wilhelm  of  Germany 


Auctions: 


New  York,  December  Tt,  1997  at  Christie's  Park  Avenue 

London,  December  17  and  18, 1997  at  Christie's  South  Kensington 


Inquiries: 

New  York— 

Linda  Izzo  or  Blaire  Neher  at  21 2  546  1098 

London— 

Hugo  Marsh  at  44171  321  3274  or  Daniel  Agnew  at  44171  321  3335 


Catalogues:  800  395  6300 


CHRISTIE'S 

ART  OF  THE  SEASON 

502  Park  Avenue,  New  York,  NY  10022  tel:  212  546  1000  fax:  212  980  8163 
85  Old  Brompton  Road,  London  SW?  3LD  tel:  44171  581  7611  fax:  44171  321  3321 


Occasion 


MSrelwili  14,000  thoughts  on  the  business  of  life 

now  all  in  one  deluxe  volume 

'' There  is  no  true,  lasting  success 

in  business,  without  success  in  the  ,      _„_____- — 

business  of  living,  oflrfe^'^i^^  "^ 

—B.  C.  FORBES,  Founder  of  forks  Magazine 


ICi 


The 


Forbes 

Book  of 

Business 

Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


■.^ 


A  Perfect  Gift  for  the  Holidays! 


"By  necessity,  by  proclivity 
and  by  delight,  we  all  quote" 

—RALPH  WALDO  EMERSON 

"Life  begets  life.  Energy  creates 
energy  It  is  only  by  spending 
oneself  that  one  becomes  rich. 

—SARAH  BERNHARDT 


The  ultimate  reference  for  speakers,  writers,  CEOs,  and  managers. 
The  perfect  gift,  this  unique  collection  is  arranged  alphabetically 
by  subject— from  ability  to  zeal— (or  easy  access  and  endless 

inspiration. 

Over  3,000  contributors  in  all— business  leaders  and  mavericks, 
philosophers  and  pundits,  poets  and  politicians— from  across  the 
centuries  and  around  the  world.  New  deluxe  edition,  992  pages,  $40.00 
plus  shipping  and  handling.  [C14] 

ne,  Call  Toil-Free:  1-800-876-6556 
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Cartoon  collectibles;  Auntie  Mame's  bracelet;  and  much  more. 


Drawings  and  Animation  Cels 
from  the  Collection  of  Chuck  Jones 

Christie's  East 

The  Grinch  couldn't  steal  Christ- 
mas; but  now,  this  Christmas, 
you  can  steal  him.  Just  a  few 
days  before  the  Big  One,  Christie's 
East  in  New  York  wiU  sell  three  very 
rare  "key  setups" — a  technical  term 
for  the  eels  used  in  an  animated 
production;  you  and  I  know  them 
somewhat  less  technically  as  "cartoon 
pictures" — from  Chuck  Jones's  clas- 
sic 1967  rendering  of  Dr.  Seuss's  im- 
mortal holiday  fable. 

Jones,  who  turned  85  this  year,  gave 
the  world  not  only  the  Grinch  but  also 
Bugs  Bunny,  Daffy  Duck,  the  Road 
Runner,  Wile  E.  Coyote  and  many 
others  in  Warner  Brothers'  cartoon 
stable;  his  partisans  fight  fiercely  with 
Walt  Disneyphiles  over  which  ani- 
mator can  rightly  be  called  America's 
greatest.  The  three  key  set-ups,  each 
of  which  is  signed  by  Jones,  are  ex- 
pected to  fetch  between  $3,000  to 
$5,000  apiece.  Also  for  sale  from 
Jones's  personal  collection  arc  signed 
drawings  and  production  backgrounds 
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from  Warner  Brothers  favorites  such 
as  "What's  Opera,  Doc?"  and  "Duck 
Dodgers  in  the  24 V2  Century,"  among 
many  others. 

Without  taking  sides  in  the  Dis- 
ney-vs. -Warner  Brothers  brouhaha, 
we 'U  just  say  that  Jones's  cartoon  char- 
acters always  seemed,  in  our  view  at 
least,  to  show  a  tad  more  humanity 
than  Disney's  doe-eyed  naifs;  they 
were  smarter,  sawier  and  tar  funnier. 
Not  to  mention  the  fact  that  they 
were  better  drawn.  All  right,  I  guess 


we  are  officially  taking  sides:  Chuck 
Jones  is  the  greatest  American  ani- 
mator of  all  time — and  how  better 
to  link  yourself  to  the  tradition  of 
American  genius  and  innovation  than 
by  hanging  a  picture  of  Daffy  Duck 
over  your  desk?  Art  from  the  persond 
collection  of  Chuck  Jones  will  go 
on  sale  at  Christie's  East  December  18 
in  New  York  City.  A  pre-auction 
viewing  will  be  held  December  13 
through  17.  Contact:  E/yse  Luray- 
Marx,  2i2-6o6-o^4j. 


FYI 
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$4,000  to  $6,000).  Heed  the  message 
of  Auntie  Mame:  you  only  live  once, 
so  why  not  blow  all  your  money  on 
fancy  jewelry  that  once  belonged  to 
somebody  famous?  Auction:  Nov- 
ember 24.  Pre-auction  exhibition: 
November  20  through  23.  Contact: 
Carol  Elkins,  jio-2y4-oj4o. 

Fine  Books  and  Manuscripts 

Christie's 


TWAS  THE  NIGHT  JUST  PRIOR  TO 
Christmas. .  .no.  'Twas  almost  Christ- 
mas, but  not  quite. . .no.  'Twas  fixing 
to  be  Christmas... ahhh,  blast  it  all. 
Hey,  Charlie,  I  need  another  bird." 

Legend  has  it  that  on  Christmas 
Eve,  1822,  a  Mrs.  Moore  of  the  Chel- 
sea neighborhood  in  Manhattan  sent 
her  husband  out  on  a  last-minute  er- 
rand to  the  poultry  shop,  upon  realiz- 
ing she  was  short  one  turkey.  When 
he  returned,  her  husband,  Clement, 
brought  with  him  not  only  the  much- 
needed  turkey  but  also  a  poem  he  had 
composed  along  the  way:  "A  Visit 
From  St.  Nicholas" — which  of  course 
went  on  to  become  one  of  America's 
most  beloved  pieces  of  popular  poetry. 


Estate  Jewelry 

Sotheby's  Beverly  Hills 


Need  a  good  all-purpose  toast  to 
wow  'em  this  Thanksgiving?  How 
about:  "Life  is  a  banquet,  and  most 
poor  bastards  are  starving  to  death!" 
Then  tilt  your  head  back  and  emit  a 
deep,  guttural  laugh  before  gulping 
down  your  champagne  in  a  single 
swallow  and  hurling  the  crystal  flute 
at  the  floor,  smashing  it  to  bits. 

When  your  visibly  shaken  family 
members  have  recuperated  enough  to 
ask  where  you  picked  up  the  snappy 
aphorism,  take  off  your  fancy  new 
bracelet  and  pass  it  around  the  table. 
It  was  originally  a  birthday  gift  to  a 
friend  from  actress  Rosalind  Russell, 
who  uttered  the  classic  line  in  the  1958 
film  version  o{  Auntie  Mame  as  the 
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brassy,  devil-may-care  title 
character;  the  bracelet  is 
inscribed  with  the  same 
sage  words.  It  can  be  yours 
(or  your  Auntie's,  if  you're 
feeling  generous)  for  an 
estimated  $1,000  to  $1,500 
at  this  sale  of  dazzling  jew 
elry  to  be  held  the  week  of 
Thanksgiving. 

Also  on  the  block:  a 
number  of  items  from 
the  Hutton  Family 
Collection,  including 
an  Art  Deco  Kash- 
mir sapphire  ring  (est. 
$20,000  to  $25,000),  a  gift 
from  Barbara  Hutton  to  her 
cousin  Curtis  Hutton;  and  a 
pair  of  carved  hardstone  pic- 
ture frames  by  Cartier  (est. 

rvi 


Top:  Marilyn 

Monroe,  er, 

enjoying  a  bit  of 

music.  Below: 
the  jewels  of  the 

realm — Holly- 
wood, that 

is — including 

dear,  daft  old 
Auntie  Mame's. 


Now  you  can  own  your  own  man- 
uscript of  Moore's  immortal  poem, 
penned  in  his  own  hand — the  only 
one  of  its  kind  still  privately  held.  Yes, 
Virginia,  it's  expensive  as  all  get-out: 
Christie's  estimates  that  it'll  fetch  up 
to  a  quarter  of  a  million  dollars.  Cred- 
it card  nearing  its  $250,000  limit? 
Then  maybe  you'll  be  interested  in 
some  of  the  other  Christmas-related 
items  at  this  December  5  auction,  like 
the  nation's  very  first  commercially 
produced  holiday  card,  printed  in  1843 
(estimate:  $5o,ooo-$6o,ooo).  Contact: 
Chris  Coover,  212-^46-11%. 

Photographs  and  Photographic 
Literature 

Swann  Galleries 

Some  artistic  mysteries  may  ne\'t:r 
be  solved.  What  was  the  Mona  Lisa 
smiling  about,  anyway?  How  did 
David's  Marat  write  in  the  bathtub 
without  smearing  ink  all  over  the 
paper?  And  now:  what  in  the  world 
was  Marilyn  Monroe  listening  to 
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Right:  an  1860 

manuscript 

of  "A  Visit  From 

St.  Nicholas, " 

written  in 

author  Clement 

Moore's  own 
hand — the  only 

such  manu- 
script still  pri- 
vately owned.  It 

can  be  yours 
this  holiday  sea- 
son for  a  mere 

quarter  of  a 
million  dollars. 

when  the  photo  on  the  previous  page, 
titled  "Marilyn  in  a  Negligee  Listen- 
ing to  Music,"  was  taken. .  .and  where 
can  we  fmd  a  compact  disc  of  it  for  the 
next  time  we're,  uh,  entertaining  guests} 
Among  the  inany  things  to  be  sold  at 
Swann  Galleries'  December  11  Photo- 
graphs and  Photographic  Literature 
auction  are  two  Philippe  Halsman 
photos  of  Marilyn,  estimated  to  sell  as 
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a  tandem  for  si, 000  to  51,500.  (Note 
to  Arthur  Miller:  can't  fmd  those  old 
editions  of  Wilde  and  Dostovevsk\' 
an\"vvhere?  I  think  vou  left  them  on 
your  ex's  bookshelf.) 

The  star  item  of  the  sale  will  be  a 
copy  of  Ansel  Adams's  Taos  Pueblo, 
published  in  San  Francisco  in  1930, 
with  12  original  photographs  bound 
in.  This  extremely  rare  book  is  esti- 
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Plantation  Hat 

This  hat  is  great  to  wear  on  the  golf 
course,  at  the  liars*  bar  on  the  19th. 
or  for  just  walking  around  your 
favorite  port.  It's  100  percent  straw 
and,  because  of  its  unique  adjustable 
band,  it  fits  any  size  head.  Naturally 
the  Caribbean  Traders  logo  is 
embroidered  on  the  band. 
Item  1533  Plantation  Straw  Hat 
$37  each 

Cream  hat  w  ith  na\  y  band  or  black 
hat  with  black  band.  Specify  color. 


liisex  Classic  Crewneck  Sweatshirt 

ifou  remember  me  telling  you  that  I  wasn't  opposed,  now  and  again,  to  a  friendly  little 
viger?    Well  I'm  willing  to  bet  you're  going  to  love  this  sweatshirt  and  you'll  be  the  center 
c  attention  wherever  you  wear  it.  With  an  embroidered  oversized  Caribbean  Traders  Logo 
c  the  chest,  this  durable  sweatshirt  is  made  of  low  shrinkage,  80/20  cotton  blend  fleece.  And 
\  u  can  have  your  choice  of  navy,  red  or  winter  white.  Speaking  of  wagers,  one  of  these 

\s,  I'll  have  to  tell  you  about  a  not  so  friendly  bet  I  made  with  old  Fidel  Castro 

lisex  Classic  Crewneck  Sweatshirt  in  navv,  red  or  winter  white. 
:nall.  Medium,  Large  or  Extra-Large, 
'^m  1201  80/20  cotton  blend  fleece  $55  each 
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©  1997  CARRIBEAN  TRADERS,  us  INC 


For  a  free  catalog  or  to  order  call: 
Toll  Free-  1-800-322-2319 


and  hunky  good  looks,  however, 
firemen  were  just  known  for  fight- 
ing  fires — and  that  was  good 
enough  for  most  people,  including 
illustrator  Nathaniel  Currier.  His 
company — which  in  1854,  when 
these  early  lithographs  were  made, 
had  yet  to  add  James  Ives's  name 


Three  images  from 

Nathaniel  Currier's 

"Life  of  a  Fireman" 

series:  "The  Night 

Alarm, "  "The  Race" 

and  "The  Fire. " 
Amateur  historians  of 

Manhattan  will 
recognize  various  land- 
marks in  the  series 
of  lithographs, 
first  printed  in  1854. 


■-  t     Of    A    FIREMAN 


mated  to  sell  at  $20,000  to  $25,000. 
We  know  which  photos  wellht  bid- 
ding on,  but  de  gustibus Contact: 

Daile  Kaplan,  2i2-2^4-4jio. 

Works  of  Art  on  Paper 

Swann  Galleries 

Ah,  the  life  of  a  fireman:  battling 
deadly  blazes,  rescuing  babies  from 
smoky  fifth-floor  deathtraps,  buying 
arugula  and  chevre  at  the  farmer's 
market,  posing  for  beefcake  calen- 
dars, going  on  Sally  Jesse  Raphael  m 
your  underwear.  Before  they  became 
well-known  for  their  culinary  prowess 
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to  the  letterhead — '- 
created  and  hand- 
colored  this  four- 
print  series  depicting 
the  life  of  a  fireman 
in  old  New  York. 
"^  Mavens  of  Manhat- 
tan history  will  rec- 
ognize in  these  prints 
the  old  City  Hall 
and  the  Endicott 
Print  Shop,  among 
other  sites. 
*  On  November  13, 

Swann  Galleries  will  auction  off  Cur- 
rier's "Fireman"  series  (estimate:  $6,000 
to  $9,000  for  the  four  prints),  plus 
a  wide  assortment  of  other  museum- 
qualit}^  prints,  drawings  and  water- 
colors  at  an  auction  so  large  it's  being 
broken  into  two  sessions  The  morn- 
ing session  will  feature  prints  and 
drawings  dating  from  the  15th  through 
the  19th  centuries;  the  afternoon  ses- 
sion will  be  devoted  to  works  of  art  on 
paper  spanning  the  20th  century,  with 
emphasis  on  the  American  Mod- 
ernists, the  German  Expressionists 
and  the  School  of  Paris.  Contact 
Weyman,  2i2-2^4-4yio. 

rvi 


American  Furniture  and 
Decorations 

William  Doyle  Galleries 

A  sizable  and  impressive  collection 
of  Americana — including  a  good  deal 
of  fiirniture,  such  as  the  iSth-centary 
Queen  Anne  walnut  side  chair 
Jj.      pictured  below,  estimated  to 
sell  at  $12,000  to  $15,000 — 
will  be  auctioned  off  by 
William  Doyle  in  New 
York  on  November  19.  Also 
to  be  sold:  furniture  and 
artworks  from  the  collec- 
tion  of  Mr.  and  Mrs. 
Denison  H.  Hatch,  in- 
cluding folk  artist  Joseph 
Whiting  Stock's  Portrait 
of  Two  Children  with  a 
Dog  (estimate:  $15,000  to 
$20,000).  Contact:  David 
A.  Gal  lager,  212-42J-4141, 
XJ18.  • 

— Jeff  Turrentine 

Take  a  seat  anywhere — but 
not  in  this  Queen  Anne  walnut  side 

chair.  It's  slightly  older 
than  the  United  States  of  America. 
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ACCESSOKIES 


THE  BUCCEILATI  PEN  COLLECTION  Since  1919  the  house 
Buccellati  has  been  recognized  worldwide  for  its  fine 
velry  and  silver.  Today,  Buccellati  announces  the 
ccellati  Pen.  This  unique  pen  collection  includes  a 
jntain  pen,  a  roller  ball  and  a  ballpoint  pen  -  all  avail- 
le  in  18K  gold,  18K  gold  with  laquer,  vermeil,  vermeil 
th  laquer  and  sterling  silver.  Call  800-223-7885. 

MERCEDES-BENZ  OF  NORTH  AMERICA  800-FOR-MERCFDLS. 


APPAREL 


ALDEN  SHOE  Manufacturer  of  custom-quality  shoes  and 
)Ots  for  discriminating  gentlemen  since  1884. 

ALLEN-EDMONDS  SHOE  CORPORATION  World  class 
otwear  for  men.  Named  "one  of  the  25  products 
nerica  makes  best"  by  Made  in  the  USA  Foundation. 

stinctive  footwear  hand-crafted  of  all-natural  materials. 

CANALI  The  Canah  appeal  is  that  of  deliberate  Italian 
lahty,  exceptional  fit,  elegant  interpretation  of  traditional 
vies  -  and  refined  adaptations  of  significant  new  direc- 
)ns  in  men's  fashion. 

FLORSHEIM  GROUP  INC.  Americas  leading  manufacturer 
quality  dress  and  casual  men's  footwear.  Discover  why 
e  famous,  best-dressed,  and  most  successful  men  have 
scovered  Florsheim.  800-446-3500  www.florsheim.com. 

HOLLAND  &  HOLLAND 

H.S.  TRASK  &  CO.  American-made  men's  footwear.  A 
lontana  company  making  rugged,  casual  footwear  hand- 
rafted  in  the  USA.  Their  Bison,  Elk  and  Longhorn  collec- 
ons  provide  'old  shoe  comfort,  right  from  the  start." 
.ill  888-448-7275. 

.  JOHNSTON  &  MIRPHY  Handcrafted  for  gentlemen  since 
850.  Check  out  what's  new  by  calling  800-445-8218  for 
free  catalog  or  visiting  www.johnstonmurphy.coni. 

0.  LANDS"  END  Traditionally  styled  clothing  for  men, 
omen  and  children  -  including  their  famous  Pinpoint 
ixford  shirts.  Everything  is  guaranteed  absolutely.  Free 
atalog.  1-800-356-4444. 

1.  TANINO  CRISCI  Celebrated  bootmaker  of  Milan  for  80 
ears.  TANINO  CRISCI  has  a  nuige  of  refined  ;md  imderstat- 
d  shoes  for  men  and  women,  enlirelv  handmade. 


C.\MEIL\/MDEO 


2.  LEICA  CAMERA  INC.  The  Leica  R8  is  a  Microprocessor- 
'ontrolled  35mm  3LR  camera  with  multimode  automatic 
unctions.  800-222-01 18  or  www.lejcacamera  coni/usa. 


CONSUMER  ELECTROMCS 


1 5.  OLYMPUS  AMERICA  INC.  The  Olympus  DIOOO  digitid 
oice  recorder  interfaces  with  your  PC,  has  built-in  editing 
tatures,  and  records  on  flash  memory  cards.  800-622-6372 
)r  visit  www.olympus.com. 

1 4.  WILLOUGHBY'S  The  oldest  and  most  prestigious  photo- 
;i  aphic  and  electronics  retailer  in  New  York  City.  We  offer 
liscounted  prices  as  well  as  the  largest  selection  of  photo- 
i.;raphic,  electronic,  and  computer  products.  .\11  combined 
ith  the  highest  level  of  service. 


EXECLTivE  Girrs 


5.  CARIBBEAN  TRADERS  The  adventures  of  the  legendary 
Jeremiah  Jefferson  111  come  to  life  in  unicjue  merchan- 
se  and  apparel,  exclusively  from  Caribbean  Traders.  For 
free  catalog  -  and  the  fiirther  adventures  of  "|3  "  -  call 
M-frce  800-322-2319. 

16.  DAVIDOFF  OF  GENEVA  Call  800-328-4365  ext.  63. 


17.  FOUNTAIN  PEN  HOSPITAL  Free  catalog  of  fine  writing 
instruments  at  unbeatable  discount  prices.  Largest  selec- 
tion of  antique  pens  in  the  world.  Free  sample  Vintage 
Pens  Quarterly  price  list.  Guaranteed  repairs  on  all 
makes.  Call  86o-253-PENS. 

18.  MACANUDO  &  P,\RTAGAS  PREMIUM  CIGARS  Visit  Cigar 
World  on  the  Internet  for  everything  from  cigar-friendly 
restaurants  to  on-fine  cigar  discussions,  all  from  the  makers 
of  Macanudo  and  Partagas.  Visit  http://cigarworld.com. 


EYTX^ARE 


19.  OLIVER  PEOPLES  An  ecclectic  coUecfion  of  quafity 
opthamalic  frames,  sun  clips  and  sunglasses  is  available  in 
fine  optical  boutiques  and  specialty  stores  worldwide. 


I.NSL  R.\.\CE  FINA.NCLVL 


20.  FIDELITY  INVESTMENTS  CHARIT.\BLE  GIFT  FUND  This 
innovative  hind  utilizes  Fidefity's  proven  investment  savvy  to 
maximize  the  money  you've  set  aside  for  charity  while  minimizing 
your  taxes. 

2 1 .  ROBERTSON  STEPHENS  &  CO.  C-dl  1  -800--'66-3863  exi.  844. 


JEV^  ELRV  WATCHES 


22.  ASCH/GROSSBARDT  Presenting  the  Asch/Grossbardt 
collection  of  14K  gold  cuff  finks  and  tuxedo  studs.  Each 
piece  is  artfully  crafted  using  only  genuine  hand  cut 
stones,  making  a  unique  fashion  statement. 
800-216-2481. 

23.  BAUME  &  MERCIER  Since  1830,  creators  of  quality 
Swiss  timepieces.  Send  for  our  free  catalog  feamring 
our  complete  watch  collection.  800-MERClER  or 
www.baume-et-meaier.com. 

24.  BREGUET  Exceptional  watches  blending  technology 
and  tradifion  since  1775.  You'll  receive  our  compUmentary 
catalogue  of  more  than  100  ftill-color  p^es  and  a  fist  of 
retailers  nearest  you. 

25.  BREITIING  USA.  INC.  Breiding  combines  three  worlds: 
sky  and  airmen,  past  and  present,  sea  and  seafarers,  and 
the  company's  earliest  efforts  to  provide  enterprising  pro- 
fessionals with  fime  instruments  of  the  highest  order. 
Call  800-348-3332. 

26.  GUCCI  TIMEPIECES  The  G300  CollecUon:  distinctively 
designed,  Swiss-crafted  timepieces  in  gleaming  I4K  gold 
and  dazzfing  diamonds.  Available  exclusively  at  Gucci 
Timepiece  G300  jewelers.  Call  800-925-0035. 

27.  HONORA  Timeless  designs  hand-crafted  in  18K  Gold 
and  Platinum.  For  a  brochure  and  a  jeweler  nearest  you, 
c;dl  888-2-Honora  or  visit  www.honora.com. 

28.  R.\DO  W.ATCHES  Unique  quality  timepieces  with  lasting 
beauty.  Made  from  scratch-proof  materials  including  high- 
tech  ceramics  and  hard  metals.  For  men  and  women. 
Water  resistimt.  Swiss  made. 

29.  RENAISSANCE  PEN  COMPANY'  Faberge®  limited  edition 
writing  instruments  by  Michael  Perchin"'  solid  sterfing  silver 
with  guilloche,  enamel,  and  22K  gold  vermeil.  E-mail 
mppeni9@mail.idt.net. 

30.  ULYSSE  NARDIN  150  years  of  master  watchmaking  history. 
Fine  Swiss  mechiuiical  watches  in  steel  or  gold.  Marine 
Chronometers,  high  complications  and  fimited  editions. 
GMT  nvo-time  zone  and  automatic  alarm  watches. 

31.  VAN  CLEEF  &  ARPELS  Since  1906,  Van  Cleef  &  Arpels 
has  been  famous  for  their  fine  jeweliy  due  to  their  unique 
designs  and  extraordinary  craftniiuiship.  C;dl  800-VCA-5797. 


HOTELS 


32.  THE  BREAKERS.  P.ALM  BL\CH,  Fl  The  Breakers  cele- 
brates its  Centennial  .Anniversary  and  features  newly  reno- 
vated guest  rooms,  Uvo  18-hole  golf  courses.  21  tennis 
courts,  half-mile  private  beach,  children's  programs  and 
much  more. 

33.  THE  CLOISTER,  SEA  ISL\ND,  GA  Mobil  5-Star  resort, 
five  miles  of  private  beach,  spa,  golf,  tennis,  shooting 
school,  horseback  riding,  dancing.  Full  .American  Plan. 
Winter  festivals:  Personal  Financial  Planning,  ^ine/ 
Cooking,  Bridge,  Garden  Series.  Call  800-SLA-ISLA.\D 
or  visit  www  .cloister.com. 

54.  FOUR  SL\SONS  RESORT  B.ALI  .\T  JIMB.\R.\N  B.\Y 

Information  on  the  new  multi-miUion  dollar  spa  at  the 
Four  Seasons  Resort  Bafi  at  Jimbaran  Bay  and 
sister  resort.  Four  Seasons  Bali  at  Sayan  in  Ubud. 
Visit  www.fshr  com. 

35.  KAPALUA  BAY  HOTEL  Enjoy  the  most  breaditaking 
location  on  Maui.  For  resenations  and  information  call 
800-36"-8000  or  visit  wwvv.kapaluabayhotel.com. 

36.  THE  PENINSULA  GROUP  Deluxe  hotels  in  Hong  Kong, 
Manila,  New  York,  Beverly  Hills,  Beijing,  and  Bangkok 
(opening  1998).  These  hotels  represent  the  finest  tradi- 
tions of  Asian  and  U.S.  hospitafity  widi  ideal  locations  and 
unmatched  senice  and  facifities. 

57.  PRINCE  RESORTS  H.\\t  All  Hawaii's  best  beaches  are 
just  one  reason  to  visit  Prince  Resorts  Hawaii,  with  its  four 
luxury  hotels  on  three  Hawaiian  islands  and  99  combined 
holes  of  championship  golf. 


RE.\L  ESTATE 


38.  JOHNS  ISL\ND  RE.\L  EST.ATE  COMP.\.\Y  Spectacular 
estate-sized  lots  surrounded  by  water  located  in  the  exclu- 
sive John's  Island  community  in  Vero  Beach,  FL.  Call 

800-32--3153  or  visit  \n\-\v  johnsishindrealestatc.com. 


RETAIL 


39.  THE  BEREHA  G.\LLERV  Exclusive  selection  of  die 
world's  finest  .sport  clothing,  field  wear,  accessories, 
foonvear,  hats,  country  shirts  and  pants,  giftware,  and 
premium  grade  sporting  arms.  Send  for  our  free  catalog. 

40.  MAKER'S  M\RK  DISTILLERY  -  Bourbon  Vi hisky.  \ isit 
www.makersmark.com 

4L  VOLVO  Introducing  the  Volvo  V70  AWD  Cross  Country. 
For  more  information  visit  www.volvocars.com  or  call 
800-336-8440. 


SPORTS/ EXERCISE 


42.  COBR.\  GOLF.  INC.  .M.ikcrs  of  the  new  king  Cobra  Ti 
Offset  woods  and  King  Cobra  11  irons.  Call  1-888-4KCTEST. 


TRANTL 


43.  THE  IMPERLU  HOTEL,  TOKTO.  JAPAN  One  of  die 

Orient's  legendary  grand  hotels,  the  glamorous  Imperial 
boasts  sophisticated,  tailored  senice.  award-winning 
restaunuits  and  distinguished  accommodations  in  the  very 
he;m  of  Tokyo. 

44.  THE  VILLAS  OF  GR.\ND  C\TRESS  Peaceful  and  private, 
the  perfect  golf  getaway.  Luxurious  and  spacious  accom- 
modations witli  45  holes  of  Jack  \icklaus-designed  golf, 
renowned  Golf  Academy,  horseback  riding,  ;uid  tennis. 
Minutes  from  Orhuido-area  attractions.  Call  800-835-7377. 

45.  MRGIN  .\TL\NTIC  AIRWAYS  Send  for  more  infomiation 
on  Virgin  Athmtic's  award -winning  non-slop  senice 

to  London.  Call  your  travel  agent.  \  irgin  Athuitic  at 
800-862-8621  or  visit  www.fly.virgin.com. 


November  17.  1997  offer  expires  March  1",  1998 


For  Free  Intorination,  Please  Send  in  Vour  R.S.V.P.  Card  Todav.  or  Call  Toll  Free:  1 -80(1-46 V6Q(K.  tw  Fav  Ynnr  fnmnlrtMl  CurA  tn  r«  at-  i.<i  ).o>)-ii<; 
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of  press  time,  all  items  were  available;  however,  FYI  can't  guarantee  that 

they  will  be  if  all  of  you  order  the  same  thing  at  the  same  time.) 
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E  CREAM  OF  THE  MAIL-ORDER  CATALOGUES 
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'he  best  way  to  get  a  jump 

>n  your  holiday  shopping?  Pick  up  the  phone! 


t 


l^The  sun  never  rises  on  this  sleek,  desk- 
op  Deco  Black  Ocean  Globe  from  Rep- 
ogle.  From  a  igjos  design. 

tem#FA060 $149 

evenger 800-544-0880 

^  If  you  ask  us,  any  burglar  who  can  fig- 
re  out  these  cunning  Household  Product 
'afes  deserves  the  booty  inside.  ($ij  each.) 
porty's 800-543-8633 

Let  others  spin  their  wheels  on  the  In- 
met.  You'll  spin  this  nifty  Wilesco  SE-21 
team  Engine,  with  boiler,  gauges,  drain 
'ck,  safety  valve  and  whistle.  $p^. 
lillipnt 800-TIN-TOYS 

'  No  more  free  rides  for  Fido!  Once  your 
'ooch  figures  out  this  rugged  Mountainsmith 
\g  Pack  means  he's  going  outside,  he'll  love 

•wear  it.  In  three  sizes:  $62,  $yi,  $82. 
lountain  Miser 800-841-0707 


1^  Pass  the  Tums!  Grande  Tamale  Gift 
\ick  has  2-dozen  tamales,  jalapeno  sauce, 

^miips,  Texas  loop  sausage  and  the  gooiest  chili 

^mm  queso  on  Earth.  Dee-licious. 

Item  #917 $59 

■ryer  Creek 800-468-0088 

1^  Make  room  in  your  freezer  for  the 
neatest  ice  cream  in  the  world.  Graeter's 
till  makes  it  the  way  they  did  in  the  1800s. 
iix  super-creamy  pints/$6o;  i2/$ioo. 
iraeter's 800-72 1  -3323 

>   1^  The  only  thing  curious  about  this 
o(;-page  collection  ofMargret  &  H.A. 


i 


Rey's  wonderful  monkey  tales  is  that  it 
took  the  publisher  so  long  to  put  all  seven 
books  into  one  volume.  Lots  of  fun. 

Item  #51634 $30 

Wireless 800-556-5715 

^J  This  beautiful,  64" x  80"  Wah-sha- 
she  wool  blanket  by  Osage  artist  Wendy 
Ponca  is  one  of  five  from  the  American 
Indian  College  Fund,  which  uses  yo%  of 
the  $42  f;  price  tag  for  its  very  good  cause. 
filer .^ 800-880-5887 

^^  'Tm  whaling  and  I  can't  get  upt"  Ther- 
apeutic Whale  Bench  is  the  best  way  we 
know  to  get  kinks  out  of  the  vertebrae.  Port- 
able, laminated  mahogany.  $j6g. 
Yoga  Zone 888-264-YOGfi 

(^  Nifty  Birdsongs  clock  chirps  a  different 
avian  aria  each  hour.  Authenticated  by  the 
Cornell  Lab  of  Ornithology.  With  volume 
control.  Now  where' d  we  put  our  BB  gun? 

Item  #2941 $35 

Paragon 800-343-3095 

Ql  Derived  from  the  original  12th-centu- 
ry chessmen  found  on  the  Isle  of  Lewis,  the 
Miniature  Lewis  Chess  Set  is  the  coolest 
chess  set  we've  ever  seen.  Some  catalogues 
sell  it  for  $240,  but  we  found  it  for  $16^. 
British  Mnsenm  Co 201-843-7240 

(^  The  ailing  golfers  in  our  office  flipped  for 
this  Bionic  Performance  Enhancer  belt.  Im- 
proves your  swing  by  taking  pressure  off  the 
back  and  abdominals.  $ijo. 
BioCybemetics 800-220-4224 
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SEATTLE.  ^^^:^^^^^  after  a 

Ud^y^^^^^l'^landon  Its  takeoff 
Air  Lines  3et  to  aba  p^„^^^, 

plans,  de^^y^.^,,, aid  today-         „ 
g^^^'^^T^^ar-^S  lowland  g^^^^ 
:^  ty^o- Boston  to  ^ame^ 
on  ws  v^<»>  resume  nis  tnp 

seated  van  ^eriora^^^^^ 

%^T'te  TueWv  ^n  salt  LaUe 

iVsFligbt709was      ^^^^,^^g 
I  runway  for  its  scheQ  ^^^^ 

departure .  P^^^.^^/^^^ther  loud" 
■fitteiwbers  heard  a  ^here  an 

\  noise  item  the  cargo  hold,  w^^ 

Singer  Paul  Anka  is  suing  den- 
tist Frederick  Glassman  after 
the  55-year-old  entertainer's 
crown  came  loose  and  flew  int( 
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